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Caporicci & Larson
Certified Public Accountants

December 3, 2008

To the Honorable Mayor and Members of City Council
of the City of Albany
Albany, California

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City for the year ended June 30, 2008, and
have issued our report therein dated December 3, 2008. Professional standards require that we provide you
with the following information related to our audit.

Our Responsibilities under U.S. Generally Accepted Auditing Standards and Government Auditing
Standards

Our responsibility, as described by professional standards, is to express opinions about whether the
financial statements prepared by management with the governing board oversight are fairly presented, in
all material respects, in conformity with U.S. generally accepted accounting principles. Our audit of the
financial statements does not relieve the governing board and management of the financial statements
responsibilities.

As part of our audit, we considered the internal control of the City. Such considerations were solely for the
purpose of determining our audit procedures and not to provide any assurance concerning such internal
control.

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we performed test of the City’s compliance with certain provisions of laws, regulations,
contracts, and grants. However, the objective of our tests was not to provide an opinion on compliance
with such provisions.

Other Information in Documents Containing the Audited Financial Statements

Our responsibility for other information in documents containing the audited financial statements is as
follows;

e Qur responsibility for other information in documents containing the City’s financial statements and
report does not extend beyond the financial information identified in the report.

¢ We do not have an obligation to perform any procedures to corroborate other information contained
in these documents.

Toll Free Ph: (877) 862-2200 Toll Free Fax: (866) 436-0927
Oakland Orange County Sacramento San Diego
180 Grand Ave., Suite 1365 9 Corporate Park, Suite 100 777 Campus Commons Rd., Suite 200 4858 Mercury, Suite 106

Oakland, California 94612 Irvine, California 92606 Sacramenta, California 95825 San Diego, California 92111




t

To the Honorable Mayor and Members of City Council
of the City of Albany

Albany, California

Page Two

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to you in our
engagement letter dated June 9, 2008.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the City are described in Notes to the Basic Financial Statements. The City
adopted the following new accounting standards;

» Governmental Account Standards Board (GASB) Statement No. 48, Sales and Pledges of
Receivables and Future Revenues and Intra-Entity Transfers of Assets and Future Revenue- This
Statement establishes accounting and financial reporting standards for transaction in which a
government receives, or is entitled to, resources and exchange for future cash flow generated by
collecting specific receivables or specific future revenues. In addition, this Statement establishes
accounting and financial reporting standards that apply to all intra-entity transfers of assets and
future revenues.

» GASB Statement No. 50, Pension Disclosure - An amendment of GASB Statement No. 25 and 27 -
This Statement more closely aligns the financial reporting requirements for pensions with those
for other postemployment benefits (OPEB) and, in doing so, enhances information disclosed in
notes to financial statements or presented as required supplementary information (RSI).

We noted no transactions entered into by the City during the year for which there is a lack of authoritative
guidance or consensus. There are no significant transactions that have been recognized in the financial
statements in a different period than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to the
financial statements and because of the possibility that future events affecting them may differ significantly
from those expected. The most sensitive estimates affecting the financial statements were:

¢ Investments Valuation
s Accumulated Depreciation
e Accrual for Workers” Compensation and General Liabilities

The disclosures in the financial statements are transparent, consistent, and clear. Certain financial
statement disclosures are particularly sensitive because of their significance to the financial statement users.
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The most sensitive disclosures affecting the financial statements were:
¢ Summary of Significant Accounting Policies
¢ Pension Plans
» Commitments and Contingencies

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting or auditing matter, whether or not resolved to our satisfaction, that could be
significant to the financial statements or the auditor’'s report. We are pleased to report that no such
disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter. A copy of the signed management representation letter is attached for your review.

Other Audit Findings or Issues
We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the governmental unit's auditors. However,

these discussions occurred in the normal course of our professional relationship and our responses were not
a condition to our retention.

* Rk K Ok K

This information is intended solely for the use of the City and management of the City and is not intended
to be and should not be used by anyone other than these specified parties.

Very truly yours,

Cpamiecs . s

Oakland, California
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405 KAINS AVENUE - ALBANY, CALIFORNIA 94706
December 3, 2008

Caporicci & Larson, CPAs
180 Grand Avenue, Suite 1365
Qakland, California 94612

We are providing this letter in connection with your audit(s) of the financial
statements of the City of Albany (City) as of June 30, 2008 and for the year
then ended for the purpose of expressing opinions as to whether the financial
statements present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the City and the
respective changes in financial position and, where applicable, cash flows
thereof in conformity with U.S. generally accepted accounting principles. We
confirm that we are responsible for the fair presentation of the previously
mentioned financial statements in conformity with U.S. generally accepted
accounting principles. We are also responsible for adopting sound accounting
policies, establishing and maintaining internal control, and preventing and
detecting fraud.

We confirm, to the best-of our knowledge and belief, as of December 3, 2008,
the following representations made to you during your audit(s):

1. The financial statements referred to above are fairly presented in
conformity with U.S. generally accepted accounting principles and
“include all properly classified funds and other financial information of
the primary government and all component units required by generally
accepted accounting principles to be included in the financial reporting
entity.

2. We have made available to you all —

a. Financial records, related data, and all audit or relevant monitoring
reports, if any, received from funding sources.

b. Minutes of the meetings of the City Council or summaries of actions
of recent meetings for which minutes have not yet been prepared.

3. There have been no communications from regulatory agencies
concerning noncompliance with, or deficiencies in, financial reporting
practices.

The City of Aibany is dedicated to maintaining its small town ambience, responding fo the needs of the community,
and providing a safe, heaithy environment now and in the future.
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10.

11.

There are no material transactions that have not been properly recorded
in the accounting records underlying the financial statements.

We acknowledge our responéibility for the design and implementation of
programs and controls to prevent and detect fraud.

We have no knowledge of any fraud or suspected fraud affecting the
entity involving: | ‘

a. Management,
b. Employees who have significant roles in internal control, or

¢. Others where the fraud could have a material effect on the financial
statements.

We have no knowledge of any allegations of fraud or suspected fraud
affecting the entity received in communications from employees, former
employees, analysts, regulators, or others.

- We have identified to you any previous financial audits, attestation

engagements, performance audits, or other studies related to the
objectives of the audit being undertaken and the corrective actions taken
to address significant findings and recommendations.

We have provided our views on reported findings, conclusions, and
recommendations, as well as our planned corrective actions, for the
report.

The City has no plans or intentions that may materially affect the
carrying value or classification of assets, liabilities, or equity.

The following, if any, have been properly recorded or disclosed in the
financial statements: ‘

a. Related party transactions, including revenues,
expenditures/expenses, loans, transfers, leasing arrangements, and
guarantees, and amounts receivable from or payable to related
parties.




b. Guarantees, whether written or oral, under which the City is
contingently liable.

¢. All accounting estimates that could be material to the financial
statements, including the key factors and significant assumptions
underlying those estimates and measurements. We believe the
estimates and measurements are reasonable in the circumstances,
consistently applied, and adequately disclosed.

12. We are responsible for compliance with the laws, regulations, and

-13.

14.

provisions of contracts and grant agreements applicable to us, including
tax or debt limits and debt contracts; and we have identified and
disclosed to you all laws, regulations and provisions of contracts and
grant agreements that we believe have a direct and material effect on the
determination of financial statement amounts, or other financial data
significant to the audit objectives, including legal and contractual
provisions for reporting specific activities in separate funds.

There are no—

a. Violations or possible violations of budget ordinances, laws and
regulations (including those pertaining to adopting, approving, and
amending budgets), provisions of contracts and grant agreements, tax
or debt limits, and any related debt covenants whose effects should be
considered for disclosure in the financial statements, or as a basis for
recording a loss contingency, or for reporting on noncompliance.

b. Unasserted claims or assessments that our lawyer has advised us are
probable of assertion and must be disclosed in accordance with
Financial Accounting Standards Board (FASB) Statement No. 5,
Accounting for Contingencies.

c. Other liabilities or gain or loss contingencies that are required to be
accrued or disclosed by FASB Statement No. 5.

d. Reservations or designation of fund equity that were not properly
authorized and approved.

As part of your audit, we have prepared the draft financial statements
and related note disclosures which were reviewed by you. We have
designated a competent management-level individual to oversee your




services and have made all management decisions and performed all
management functions. We have reviewed, approved, and accepted
responsibility for those financial statements and related note disclosures.

15. The City has satisfactory title to all owned assets, and there are no liens
or encumbrances on such assets nor has any asset been pledged as
collateral.

16. The City has complied with all aspects of contractual agreements that
would have a material effect on the financial statements in the event of
noncompliance.

17. The financial statements include all component units as well as joint
ventures with an equity interest, and properly disclose all other joint
ventures and other related organizations.

18. The financial statements properly classify all funds and activities.

19. All funds that meet the quantitative criteria in GASB Statement Nos. 34
and 37 for presentation as major are identified and presented as such and
all other funds that are presented as major are particularly important to
financial statement users.

20. Net asset components (invested in capital assets, net of related debt;
restricted; and unrestricted) and fund balance reserves and designations
are properly classified and, if applicable, approved.

21. Provisions for uncollectible receivables have been properly identified and
recorded.

22. Expenses have been appropriately classified in or allocated to functions
and programs in the statement of activities, and allocations have been
made on a reasonable basis. ‘ : :

23. Revenues are appropriately classified in the statement of activities within
program revenues, general revenues, contributions to term or permanent
endowments, or contributions to permanent fund principal.

24. Interfund, internal, and intra-entity activity and balances have been
appropriately classified and reported.




25. Deposits and investment securities are properly classified as to risk, and
investments are properly valued.

26. Capital assets, including infrastructure assets, are properly capitalized,
‘reported, and, if applicable, depreciated.

27. Required supplementary information (RSI) is measured and presented
within prescribed guidelines.

No events, including instances of noncompliance, have occurred subsequent

to the balance sheet date and through the date of this letter that would require
adjustment to or disclosure in the aforementioned financial statements.

Signed: M(%"O Signed; 2&/7, ’é/ wA
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