Sacramento * Walnut Creek = Oakland * Los Angeles = Century City * Newport Beach » San Diego

Certified Public Accountants.

May 2, 2011

Kevin Faulconer

Councilmember, Second District Chairperson, Audit Committee
City of San Diego

202 C Street

San Diego, CA 92101

Dear Councilmember Faulconer:

We are pleased to introduce Kevin Starkey to our engagement team. Kevin is an Audit Director with
MGO and has over 13 years of experience auditing large, complex governmental entities. Kevin’s profile
is attached to this report as Attachment B.

The Audit Committee has requested a written status report regarding our progress in completing the City
of San Diego’s (City’s) 2010 financial statement audit and timely identification of open audit issues.

We are in various stages of progress for virtually all projects under the City’s 2010 overall audit
engagement. A summary status of schedules requested for the City’s FY 10 audit period is attached.
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As previously reported to the Audit Committee on April 11, 2011, our audit procedures for the
City’s 2010 CAFR audit have been delayed due to SAP data interface issues affecting the City’s
year end closing process. This issue will result in our planned start of year end audit fieldwork to
be in June of 2011, with the first draft CAFR expected by July 5, 2011. The target issuance date
of our opinion is August 31, 2011.

We are in the process of performing testwork for the programs selected for the City’s 2010 single
audit. We have selected (based on our initial risk assessment) 13 major programs (including
those with ARRA funding) for testing. We have completed most of our fieldwork on 13
programs, except for the testwork affected by the SAP data interface issues.

We have commenced planning procedures for the City’s FY11 CAFR. As reported on April 11,
2011, we had planned to begin interim procedures in April and May 2011. Due to the aggressive
timeline for the issuance of the FY10 CAFR, we have been asked to postpone our FY11 interim
procedures to allow City resource to focus on the completing the FY10 CAFR.
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We have also attached our Master Pending List (MPL) (see Attachment A) showing the status of items
requested related to our audit procedures. A brief summary of this MPL status is detailed below.

FY2010: CAFR audit
Pending City
- MGO received and follow-up questions have been asked
53 Pending MGO - Received
68 Satisfactory Response
271 Total Items

As a reminder, we need to complete those procedures we deem necessary to comply with auditing
standards generally accepted in United States of America and the standards for financial audits contained
in Government Auditing Standards issued by the Comptroller General of the United States. As we
complete our procedures, it can be expected that additional questions may arise. We will, as we have
throughout the audit, work diligently to address any such questions with the City’s staff.

Very truly yours,

Linda Hurley, Engagement Partner
Macias Gini & O’Connell LLP

Cc: Mr. Jay Goldstone, Chief Operating Officer
Ms. Mary Lewis, Chief Financial Officer
Mr. Ken Whitfield, City Comptroller
Mr. Eduardo Luna, City Auditor



City of San Diego
Master Pending List - FY2010

9/1/10|GEN 05

Miyuki/Alissa

General

Description

Access to MOU's from bargaining units

Request
Date

Attachment A

Pending City

Pending City - MGO received and follow-up questions have been asked
Pending MGO - Received

Satisfactory response

Total Items

Received City CAFR Team member Status
Date Department Code

City Intranet

http://citynet.sannet.gov/hr/r

esourcestools/index.shtml
Comptrollers Marcelle




Attachment A

Request Received City CAFR Team member Status
Description Date Date Department Code

9/1/10[GEN 39 Miyuki/Alissa Supporting documentation for JV testing gy ] SAP Access Comptrollers

Risk Assessments (Matrices/Documentation) -
Accounting Procedures and Policies for different
4/12/10|GEN 42 General Miyuki/Alissa General City Department 4/17/10[  4/28/10 Citynet Comptrollers Marcelle 3

Water and Sewer rate sheets

9/1/10|GEN 48 General Alissa/Miyuki Cash Flow Report Support 9/1/10 2/24/2011 - ftp Comptrollers Scott Clark
CIS reports

9/1/10|GEl General Alissa/Miyuki Cash Flow Report Support 9/1/10 2/24/2011 - ftp Comptrollers Scott Clark

All Bank statements for June 30, 2010 and July 31,
9/1/10|A -series Alissa Cash & Investments 2010. 9/1/10]  FTPste 10/1/10 Comptrollers Nicole 3

Earned Income Summary and Earned Income Detail

9/1/10|A-07 A-series Alissa Cash & Investments Reports. 9/1/10 FTP ste 10/1/10 Comptrollers Kent Morris 8]
Investment Inventory listing w/ Market Value
Report @ 6/30/10 (sorted by Fund) (Sungard and

9/1/10|A-09 A-series Alissa Cash & Investments BNY) 9/1/10[  FTPste 10/1/10 Comptrollers Kent Morris 3

Provide a copy of the June 30, 2010 Quarterly
9/1/10|A-11 -series Alissa Cash & Investments Treasurer Report 9/1/10 FTP ste 10/1/10 Comptrollers Kent Morris 8]




Attachment A

Request Received City CAFR Team member Status
Description Date Date Department Code

/U/I0[A19 ___|A-series [Alissa______Jinvestments_______[Bloomberg information for FMV testing ool | | Comptoollers

9/1/10] Sophia/Miyuki Franchise Tax receivable details o0 | 9/15/10 Comptrollers

- Calculation for accrual of TOT at June 30, 2010 9/1/10 - 9/15/10 Comptrollers -

9/1/10

ophia/M
Analysis of Reserve of Uncollected property taxes
9/1/10 Sophia/Miyuki Receivables (Allowances) 9/1/10| FTPste 9/22/10 Comptrollers Heather 3

9/1/10] Sophia/Miyuki Special Assessment schedule and supports 9/1/10 9/13/10 Comptrollers




Attachment A

Request Received City CAFR Team member Status
Description Date Date Department Code

Water inventory roll forward/price list & Support
9/1/10|E-02 Sophia Inventory for Water Utility and Inventory of Water in Storage. 9/1/10 2/25/2010 - ftp site Comptrollers Norman/Scott 3

9/U/10]E-03_____[E-series __[Sophia______JInventory ______[Chemical inventory roll forward/price list oytol | 2/25/2010-fipsite Comptrollers




Attachment A

Request Received City CAFR Team member Status
Description Date Date Department Code

Roll-forward/Detail of Capital Assets from 6/30/09
through March 31, 2010 - additions, transfers - to be
performed at the year-end
4/12/10|N-06 Joe Capital assets 4/17/10 5/21/10 5/21/10 Comptrollers Danny 8]

Support for samples related to WIP additions and
transfers (Governmental & Business Type) additions at interim, Creighton Papier / Danny
9/1/10|N-24 N-series Joe Capital assets 9/1/10 transferes at year-end Comptrollers Fernandez




Attachment A

WP i Request Received City CAFR Team member Status
Series Description Date Date Department Code

Provide a listing of all disbursements issued
subsequent to 6/30/10. Provide total disbursement
balance from 7/1/10 through current.
9/1/10|BB-01 BB-series Sophia Accounts Payable 9/1/10 FTP ste 9/27/10 Comptrollers K-fed

B P P NP P NP PP il P
9/1/10|BB-02 Soph Accounts Payable 9/1/10 FTP ste 9/24/10 Comptrollers

Have supportin invoices) available
" I N N RV S

Listing of all expenditures greater than $50K
including vendor information (Intend to test
9/1/10|BB-05 BB-series Sophia Accounts Payable procurement). 9/1/10|  FTPste 9/27/10 Comptrollers Marcelle 3




Attachment A

Request Received City CAFR Team member Status
Description Date Date Department Code

9/1/10|EE-05 Claims liability Actuarial review - Public Liability ool | 12/20/10 Comptrollers K-fed/Risk Mgmt

Confirmation letters to request actuary to validate|
9/1/10 EE-series Alissa Claims liability claims sample. 9/1/10 11/10/10 Comptrollers K-fed/Risk Mgmt

9/1/10[EE-12 Claims liability Actuarial Review - Workers Compensation gy | 12/20/10 Comptrollers K-fed/Risk Mgmt




5/18/10|EE-24

WP
Series

EE-series

Alissa

Claims liability

Request
Description Date

Responses on questionnaire about controls for using
TALX. 5/18/10

Received
Date

6/1/10

Attachment A

City CAFR Team member Status
Department Code

Comptrollers Creighton Papier/Marcelle

12/20/10|EE-25

EE-series

Alissa

Claims liability

Actuarial Review - Long Term Disability

9/1/10

Roll forward schedule of all outstanding long-term
debt by debt issue at 6/30/010. The schedule should
begin with the 6/30/09 balances as reported in the
financial statements, add additions and subtract
deletions to arrive at the balance at 6/30/10.

12/20/10

Comptrollers K-fed / Risk Management

9/1/10

11-05

11-series

Sophia

Debt

Avrbitrage rebate calculation on outstanding debts.
Also supporting docs. 9/1/10

9/1/10{11-01 11-series Sophia Debt 9/1/10 4/16/11 Comptrollers Teri 3
Access to maturity schedules of all outstanding debt 4/16/2011, avaiable upon

9/1/1011-02 11-series Sophia Debt 9/1/10 request Comptrollers Teri 3
Schedule of 5 years minimum principal and interest
payments for all long-term debt, including capital
leases (total payments only), with 5-year increments

9/1/10]11-03 I1-series Sophia Debt thereafter. 9/1/10 4/16/11 Comptrollers | Teri 3

1/25/11

Comptrollers Teri 3

9/1/10

11-06

11-series

Sophia

Debt

Schedule of outstanding balance of all defeased
bonds for both governmental and business activities
bonds. 9/1/10

3/7/11

Comptrollers Teri 3

9/1/10

11-07

11-series

Sophia

Debt

Provide a summary and analysis of compliance with
debt covenants relating to financial reporting (I.e.
reserve, audit requirements, etc.). Memo from Debt
Management also indicates bonds on which spent-
down is active. This will also be used as reference toj
select samples for proceeds usage testing.

9/1/10

1/25/11

Comptrollers Teri 3

9/1/10

11-08

11-series

Sophia

Debt

Schedule summarizing any debt that the City lent its
name to (third party debt) that is still outstanding as
of FY 2010 and through the end of the audit.

9/1/10

3/7/11

Comptrollers Teri 8]




9/1/10(11-09

WP
Series

11-series

Sophia

Debt

escription
Roll forward schedule of all short-term debt activity
for the year ended 6/30/10. The schedule should
begin with the 6/30/09 balances as reported in the
financial statements, add additions and subtract
deletions to arrive at the balance at 6/30/10. And
support for additions/reductions amount.

Request

Date

9/1/10

Received
te

Schedule received 10/20.
Pending support for
additions/reductions

amounts

Comptrollers

Attachment A

CAFR Team member Status

Teri B

9/1/10(11-10

9/1/10]11-12

9/1/10|11-14

9/1/10(11-18

11-series

11-series

11-series

Sophia

Sophia

Sophia

Debt

Debt

Schedule of Arbitrage rebate at June 30, 2010

Schedule of interest payable calculation at June 30,
2010 - Need Post Close for some interest payment

(TBA)

Access to loan agreements and/or asset statements
for state water resources loans payables

Provide a activity roll forward on the City's tax
anticipation notes and other short term borrowings.

9/1/10

9/1/10

9/1/10

1/21/11

10/25 MGO received loan
schedule. Agreements are
available upon request

10/21/10

Comptrollers

Comptrollers

Comptrollers

Comptrollers

Teri B

Teri/ Diane

Teri

9/1/10(11-20

Schedule of Deferred charges (cost of issuance)

4/29/2011, except for
Special Assessment

Comptrollers

Reserve and Compliance Schedule for all required;
9/1/10(11-23 -series Sophia Debt bonds. 9/1/10 1/24/11 Comptrollers Teri

Loan Amendment Agreements for Section 108
9/1/10(11-27 11-series Sophia Debt Loans and schedules. 9/1/10 4/16/11 Comptrollers Teri 3
Supports for disclosure about current refunding on
BTA bonds and related loss amortization schedule| 4/16/2011, binder of
(if applicable). supporting info available
9/1/10|11-28 11-series Sophia Debt 9/1/10 (in Teri's inbox) Comptrollers Teri 8]




Attachment A

Request Received City CAFR Team member Status
Description Date Date Department Code

Updated debt service schedules for the bonds that
9/1/10 es Sophia Debt had bond calls during FY'10. 9/1/10 4/16/11 Comptrollers Teri 3

Provide a schedule calculating the ARC calculation

[ P P PP P vl I I I I "
Provide copies of the actuarial reports supporting

I P P P e ™ I I I P

9/1/10]KK-12 [KK-series __[Miyuki ______INPO___________|NumberofRetiees | ool | 9/27/10 Comptrollers

9/1/10|KK-16 OPEB Actuarial Valuation for FY09 ARC and APC o0 | 9/27/10 @ FTP Comptrollers

Confirmation of the City's compliance w/ the EPA's
financial assurance requirements from CAL Recycle|
9/1/10|LL-02 LL-series Alissa Landfill closure 9/1/10 2/24/2011 - ftp Comptrollers Scott/Deb Macias folder




Description

Request
Date

Received
Date

City
Department

CAFR Team member

Attachment A

Status
Code

Employee Master File
5/19/10(Data-1 Data. Andrew Payroll 5/19/10 5/28/10 6/3/10 Pat Nunez/Hadi Deghani [Pat Nunez/Hadi Deghani 8]
Employee Earnings History
5/19/10(Data-2 Data. Andrew Payroll 5/19/10 5/28/10 6/1/10 Marcelle Rossman  |Marcelle Rossman 8]
5/19/10(Data-3 Data Andrew Accounts Payable Vendor Master File 5/19/10[  5/28/10 6/1/10 Elena Perez Elena Perez 3
5/19/10(Data-4 Data Andrew Accounts Payable Cash Disbursements listing file 5/19/10[  5/28/10 Rodel Riego Rodel Riego 3

271 Control Count



Attachment B

Kevin has over 13 years of
professional experience
providing accounting,
auditing and consulting
services to local governmental
agencies and non-profit
organizations. In addition to
Kevin's experience in public
accounting, he served as the
Internal Audit Manager at
the County of Placer where
he led the County’s financial
reporting and internal

audit efforts. As a public
accountant, Kevin has led
the delivery of audit services
on clients such as the Cities
of Sacramento, Stockton

and Modesto, Counties of
Sacramento, Santa Clara

and Fresno, Sacramento
Housing and Redevelopment
Agency and has developed
an expertise in public utilities
while serving on the State

of California Department of
Water Resources, Sonoma
County Water Agency

and the Sonoma County
Sanitation District audits.
Kevin has presented to
accounting and financial
professionals on topics such
as the Investment Accounting
Reporting Requirements,

Environmental Remediation
Obligations and Internal
Controls and Communications
of Management Comments to
finance managers throughout
the State over the past years.

Professional Activities
and Memberships

e American Institute of
Certified Public Accountants

e California Society of
Certified Public Accountants

® Government Finance
Officers Association’s
Special Review Committee
for the Certificate of
Achievement for Excellence
in Financial Reporting
Program

Director

Education

California State University, Sacramento
B.S., Business Administration with a
Concentration in Accounting

SelectClients Served

Counties
eButte
eFresno
eGlenn
ePlacer
eSacramento
eSanta Clara
eSolano
eSonoma
eTuolumne
*Yolo

Cities

¢ Chico

*Galt

o[ odi
*Modesto
eSacramento
o Stockton
e\Woodland

State of California

eBureau of State Audits

e California State Lottery

e California Office of Criminal Justice
Planning

eCalifornia Public Employees Retirement
System (CalPERS)

eCalifornia State Lottery

eDepartment of Water Resources

e Multi-State Lottery Association

Additional references upon request.





