
Financial Services 
Audit Committee Communication 

Date: October 18, 2019  

To: Great Lakes Water Authority Audit Committee 

From:  Nicolette Bateson, CPA 
Chief Financial Officer & Treasurer 

Re:  Audit Firm Staffing 

Background:  On June 12, 2019 the Great Lakes Water Authority  (GLWA) Board of Directors 
appointed Baker Tilly to be the external auditors.  This appointment was made after a 
competitive procurement which included a written proposal, proposal presentation 
document, and oral interview with the Audit Committee. 

Analysis:  In the proposal response materials, it was disclosed that Baker Tilly, as a firm, 
provides consulting services to the Detroit Water & Sewerage Department (DWSD).  It was 
not disclosed in the written materials, or in the oral interview, however, that staffing, 
including assignment of the audit partner, would overlap the GLWA audit and the DWSD 
consulting project.  While the two entities, DWSD and GLWA, enjoy an exemplary level of 
collaboration, there is a material business element to the relationship and points of legal 
clarification which involve financial amounts in the normal course of operations and/or 
arbitration to clarify certain matters given the complexities of the leases.  

Over the course of the past few weeks, it has been discovered that staffing, including 
assignment of the GLWA audit, overlap the DWSD and GLWA assignments.  Given the key 
role of the audit partner in conferring with GLWA on certain sensitive legal and financial 
matters, the GLWA management team is concerned that a potential conflict of interest exists 
either in fact or in appearance.  Further, the familiarity of staffing between the two entities, 
including one known audit staff member who has security badge access between the two 
entities’ offices may provide an opportunity that certain matters may be inadvertently or 
inappropriately be  shared between the two entities. 

The GLWA management team has brought this concern to the attention of Baker Tilly.  The 
response is attached. 

For reference, excerpts from Baker Tilley audit services proposal are below followed by an 
excerpt from the contract for services. 
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Contract excerpt: 

 
 
 
 
Proposed Action: Material is presented for discussion. 

 



The information provided here is of a general nature and is not intended to address the specific circumstances of any individual or entity. In 
specific circumstances, the services of a professional should be sought. Baker Tilly Virchow Krause, LLP trading as Baker Tilly is a member 
of the global network of Baker Tilly International Ltd., the members of which are separate and independent legal entities. © 2018 Baker Tilly 
Virchow Krause, LLP 

 

 
Memo 
 

To: 
Nicolette Bateson, CPA,  
Chief Financial Officer/Treasurer Great Lakes Water Authority 

From: Jodi Dobson, CPA, Partner  

Date: October 7, 2019 

Subject: Independence 

 
This memo is in response to your inquiry into Baker Tilly’s evaluation of our independence given that both the 
Great Lakes Water Authority and the Detroit Water and Sewer Department are clients of the firm. 

Baker Tilly and our partners and staff are independent with respect to the Great Lakes Water Authority as 
defined by generally accepted auditing standards and the U.S. General Accountability Office’s (GAO’s) 
Government Auditing Standards, and we will maintain an independent attitude and appearance through the full 
term of the engagement.  

Formal independence guidelines are contained in our Employee Handbook based upon rules and regulations 
established by the Comptroller General of the United States and the AICPA. Baker Tilly’s quality control policies 
and procedures are in place to monitor our compliance with the independence standards governing our 
profession. Annually, we required all staff members to complete and sign representations regarding their 
compliance with the firm’s and our profession’s independence policies and procedures.  

The AICPA Cod of Professional Conduct (Code) is based on the principles of public interest, integrity, 
objectivity and independence, and due care. Integrity requires a member to maintain client confidentiality. The 
Code defines confidential client information as any information obtained from the client that is not available to 
the public.  

Our team has extensive experience serving governmental entities or agencies that have unique relationships 
such as: 

 joint action agencies and their municipal utility members 
 regional treatment facilities and their municipal customers 
 municipalities and their joint venture special purpose districts or  
 municipal utility districts and their joint power authorities for financing 
 neighbouring communities that have joint service or shared service contracts 
 counties and the local municipalities that they provide funding or services to 

We pride ourselves on the ability to maintain our independence, in both appearance and in fact, in these 
situations. While we provide expertise, specialized knowledge and industry insights to our clients, we are 
careful not to make management decisions or act in any capacity that would result in us serving as 
management.  

For any situation that is not specifically addressed by independence, integrity, and objectivity rules, the firm 
applies the Conceptual Framework within the AICPA Code of Professional Conduct to evaluate the situation 
and determine appropriate action to mitigate with effective safeguards.  




