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SUBJECT TransmittaloftheComprehensiveAnnualFinancialReportfortheYearEnded
June302009andoftheCommunicationofInternalControlRelatedMatters
andCommunicationwithThoseChargedwithGovernance

ThatCouncilreceivestransmittaloftheCitysComprehensiveAnnualFinancialReportCAFR
andreadsandcommentsonthisreportandreadsandcommentsontheattachedCommunication
ofInternalControlRelatedMattersandCommunicationwithThoseChargedwithGovernance

TheCitysauditfirmhascompleteditsauditoftheCitysfinancialrecordsforthefiscalyearended
June302009FY2009Inadditiontotheauditedfinancialstatementstheauditorshave
completedandprovidedtherequiredlettersentitledCommunicationofInternalControlRelated
MattersAttachmentIIandCommunicationwithThoseChargedwithGovernanceAttachment
III

TheCitysComprehensiveAnnualFinancialReportCAFRAttachmentIVincludesallfundsof
theCityincludingtheGeneralFundRedevelopmentAgencywatersewerairportandallother
fundsStaffispleasedtoreportthatasinpreviousyearstheauditorsopiniononthefmancial
statementsfor2009iswithoutexceptionandisunqualifiedThatistheauditorsreportisnot
restrictedqualifiedinsomemannernordoesittakeexceptiontoanyoftheinformationcontained
intheCitysfinancialstatementsWhileaqualificationorexceptionisnotnecessarilydetrimental
staffispleasedtoreportthattheCitysfinancialstatementscontinuetoearnacleanopinion

ThisReporthasbeensubmittedtotheGovernmentFinanceOfficersAssociationGFOAaward
programwhichisaprestigiousnationalawardrecognizingconformancewiththehigheststandards
forpreparationoflocalgovernment financialreportsTheCityofHaywardhasreceivedthisaward
forthelasttwentythreeconsecutiveyears



FY2009GeneralFundFinancialResultsTheFY2009budgetwaspresentedandadoptedinJune
2008TheadoptedbudgetpresentedabalancedbudgetDuringtheFY2009midyearreview
manyactionsweretakenbyCounciltomaintainabalancedbudgetincludingdepartmentalbudget
cutsemployeefurloughsandconcessionsandonetimelandtransferstomakeupa75million
projectedrevenueshortfallBasedontheactualrevenueswhichcameinbetterthanexpectedin
certainareassuchasconstructionrelatedchargesandexpendituresendingapproximately2
millionunderbudgetplustheonetimelandsaletheactualneteffectofyearendincomeand
spendingresultedina6millionsurplusThemajorityofthesurpluswasattributedtothe4
millionlandtransferandemployeeservicessavingsAsummaryoftheGeneralFundactivityfor
FY2009isreflectedinAttachmentI

ImplementationofNewAccountingPrinciplesDuringthisFY2009staffimplementedStatement
45oftheGovernmentalAccountingStandardsBoardGASBrelatedtoretireemedicalbenefits
Theaccountingrulesstatethatinourfinancialstatementscitiesshouldmeasurerecognizeand
presentinformationonthevalueofotherpostemploymentbenefitsOPEBAtpresentmost
employerspayforretireehealthcarebenefitsonapayasyougobasiscoveringthecostsfor
currentretireesbutputtingnomoneyasidetopayforthebenefitsthecityfacesinthefutureThe
newstandardsonlysaythatcitiesshouldaccountforandreporttheirlongtermretireemedical
benefitsnotthattheymustfundthemHoweverafundingplanisintegraltoagenciesthat
determinebondratingsandratethecreditworthinessofgovernmentalorganizationsThenewrules
alsostatethatcitiescanhaveupto30yearstospreadoutamortizetheseliabilitiesThedetails
requiredbyGASBStatement45areincludedinthefootnotestothefinancialstatementsbeginning
onpage69TheCityofHaywardsnetotherpostemploymentbenefitOPEBobligationforthe
yearendedJune302009is44millionThisistheannualunfundedcostofthesebenefitsThe
CitysfundingpolicyincludesthecreationofatrustaccountwithCaliforniaEmployersRetiree
BenefitTrustadministeredbyPERSTheCitywillbegintosetasidemoniesfortheOPEB
obligationasfundingallows

CommunicationLettersfromAuditors

AuditingstandardsrequireauditorstoformallycommunicatewiththegoverningbodyThe
purposebeingtoestablishdirectandeffectivetwowaycommunicationwiththeCouncilandstaff
toconveyauditmattersthescopeofworkdifficultiesadjustmentstofinancialstatementsor
disagreementswithmanagementTheCommunicationwithThoseChargedwithGovernancedid
notreportanydifficultiesinperformingtheauditoranydisagreementswithmanagementThe
letterdoesoutlinetwocorrectionsoradjustmentstothefinancialstatementsthattheauditors
assistedstaffwithasnotedinAttachmentIIIandsummarizedbelow

AnadjustmentwasproposedbytheauditorstochargeaportionoftheJuly2009
waterbilltoFY2009becauseitcoveredoverlappingdatesinbothJuneandJuly
Staffagreedtothisadjustment

AnadjustmentwasproposedtoincludereimbursablerevenueduetheCityfrom
federalgrantsratherthanrecordingtherevenuewhencashwasreceivedStaffagreed
tothisadjustment
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ThesecondletterpresentedtomanagementistheCommunicationofInternalControlRelated
MattersThisletterhastwomajorobjectives1toadvisethegoverningbodyorCityCouncilof
anysignificantdeficienciesormaterialweaknessesintheCityssystemsofinternal financial
controlsand2tocommunicatetotheCouncilanyopportunitiesforimprovedcontrolsor
efficienciesthattheauditorsmayhavenotedduringthecourseoftheirauditThislettermayalso
advisetheCouncilofupcomingaccountingregulationswhichmayaffecttheCitysfinancial
recordsStaffsresponsestotheauditorscommentsandrecommendationsarenotedintheLetter
atAttachmentII

Staffispleasedtoreportthattheauditorsdidnotidentifyanydeficienciesthatwouldbeconsidered
amaterialweaknessintheCityssystemofinternalcontrolsHowevertheauditorsmadeone
commentandrecommendationbasedonassessmentsmadeduringtheauditwhichifimplemented
theybelievewouldbeofbenefittotheCityTheauditrecommendationwastoincreasetimely
depositingandreconciliationoftheseizedcashamountsforthePolicePropertyandEvidenceUnit
TheFinanceandPoliceDepartmenthaveimplementednewprocedurestoaddresstheseconcerns

OurauditorsstatedthattheCitysinternalcontrolsarecurrentlystructuredtoprovideassurances
thatanyerrorswouldbedetectedhowevertheycouldbeimprovedsothaterrorswouldbemore
likelytobepreventedwithadditionalFinanceDepartmentstaffandtechnologyimprovementsThe
Citysindependentauditorsoftencanprovideassistanceinmeetinginternalcontrolrelated
responsibilitiesbuttheircontributioncanneverbesubstitutedforthedirectinvolvementof
managementthroughouttheorganizationwithinternalcontrols

Staffagreesthatthereisaneedfortechnologyimprovementstoourfinancialsystemwhichwill
improveinternalcontrolsreducethepotentialfordataentryerrorsandreduceprocessingtime
TheFinanceandTechnologyServicesDepartmentshavebeendevelopingstrategiestoaddress
theseneedsintheTechnologyStrategicPlan

PUBLICCONTACT

StaffpresentedtheCAFRandInternalControlletterstotheBudgetandFinanceCommitteeon
January272010

PreparedbyDebraCAukerDirectorofFinance

Approvedby

GregoryTJonesCityManager

AttachmentsIGeneralFundOverviewforFY2009

IICommunicationofInternalControlRelatedMatters
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IIIAuditorCommunicationtoThoseChargedWithGovernance
IVComprehensiveAnnualFinancialReportCAFRlocatedonthecitywebsite

httpwwwhaywardcagovdepartmentsfinancedocumentsCOH2009CAFRpdf
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GeneralFundOverviewForFY2009 ATTACHMENT1

inthousands

Resources

OperatingRequirements

GeneralFundBalance

BeginningFundBalance

EndingFundBalance

TotalResources

RevisedBudget Actual

FY2009 FY2009

PropertyTax 40077 40123

SalesTax 26600 26630
FranchiseFees 8406 8400
OtherTaxes 5500 5686

LicensesFees 3230 4147
OtherRevenue 3854 6342
Intergovernmental 3533 4772
RealPropertyTfrTax 3300 3852
ConstructionRelated 2370 3393
AllOther 2183 2521

Subtotal 99053 104866

SaleofLandAsset 4190 4190

TransfersIn 13508 11631

116751 120687

EmployeeServices 90783 89660
MaintenanceandUtilities 2287 2089

SuppliesandServices 17077 16209

CapitalExpense 323 388

Subtotal 110470 108346

TransfersOut 6281 6286

TotalExpenditures 116751 114632

ExcessofRevenuesOverExpenditures 0 6055

26532 26532

26532 32587

ReservesandDesignations
Encumbrances 974

InventoryandPrepaidExpenses 13

AdvancesToOtherFunds 9841

EconomicUncertainty 7000

Liquidity 3500

PoliceSafety 1000
RetirementReserve 522

HotelConferenceCenter 1000

Contingency 8737

TotalFundBalance 32587
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TheHonorableMayorandCityCouncil
CityofHaywardCalifornia

AttachmentII

InplanningandperformingourauditofthefinancialstatementsoftheCityofHaywardasof
andfortheyearendedJune302009inaccordancewithauditingstandardsgenerallyaccepted
intheUnitedStatesofAmericaweconsideredtheCityofHaywardsinternalcontrolover
financialreportinginternalcontrolasabasisfordesigningourauditingproceduresforthe
purposeofexpressingouropiniononthefinancialstatementsbutnotforthepurposeof
expressinganopinionontheeffectivenessoftheCitysinternalcontrolAccordinglywedonot
expressanopinionontheeffectivenessoftheCitysinternalcontrol

Ourconsiderationofinternalcontrolwasforthelimitedpurposedescribedinthepreceding
paragraphandwouldnotnecessarilyidentifyalldeficienciesininternalcontrolthatmightbe
significantdeficienciesormaterialweaknesses

Acontroldeficiencyexistswhenthedesignoroperationofacontroldoesnotallowmanagement
oremployeesinthenormalcourseofperformingtheirassignedfunctionstopreventordetect
misstatementsonatimelybasisAsignificantdeficiencyisacontroldeficiencyora
combinationofcontroldeficienciesthatadverselyaffectstheentitysabilitytoinitiateauthorize
recordprocessorreportfinancialdatareliablyinaccordancewithgenerallyaccepted
accountingprinciplessuchthatthereismorethanaremotelikelihoodthatamisstatementofthe
entitysfinancialstatementsthatismorethaninconsequentialwillnotbepreventedordetected
bytheentitysinternalcontrol

Amaterialweaknessisasignificantdeficiencyoracombinationofsignificantdeficienciesthat
resultsinmorethanaremotelikelihoodthatamaterialmisstatementofthefinancialstatements
willnotbepreventedordetectedbytheentitysinternalcontrol

MaterialWeaknesses
Nonenoted

SignificantDeficiencies
Nonenoted

ControlDeficiencies

1 PropertyandEvidenceUnitCashReceipting

ADuringourreviewofcashreceiptingatthePoliceDepartmentPropertyandEvidence
UnitwenotedthatcashevidenceistypicallytransferredtoCityHallfordepositona
lessthanmonthlybasisHoweverifalargeamountofcashiscollecteditissentto
CityHallimmediatelyWhilethePropertyandEvidenceUnitmustlegallyholdonto
cashevidenceforacertainperiodoftimemostcashiseligibletobedepositedinto
theCitysbankaccountafter30days



CityofHayward
PageTwo

AttachmentII

f1 PropertyandEvidenceUnitCashReceiptinpContinued

BAtJune302009thePropertyandEvidenceUnithascollectedapproximately
477000ofamountsthatarecategorizedasDepositsPayableintheCitysfinancial
statementsWhentheUnitforwardsthedepositstoCityHalltheydonotkeepa
recordofwhothemoneyisowedtoAdditionallyCityHalldoesnotkeepaseparate
recordofwhothemoneyisowedtoItispossiblethatthesedepositshavebeen
forfeitedandarenolongerrefundable

Recommendation

AIdeallyalloffsitecashreceiptinglocationsshouldtransfercashreceiptstoCityHall
fordepositatleastweeklyHoweverwhencashisheldforevidencepurposesthe
FinanceDepartmentshouldworkwiththePropertyandEvidenceUnittosetupa
regulardepositschedulethatmeetsthePoliceDepartmentrequirementsregardlessof
theamountofcashcollected

BWerecommendthattheCityresearchthedetailsofthedepositspayableaccountto
determinewhoamountsareowedtoandwhetherornottheyarestillrefundableIf
amountshavebeenforfeitedtheCityshouldreducethedepositspayableaccountand
recordrevenue

ManagementsComments

ATheCityhasrecentlyreorganizedthePoliceDepartmentPropertyandEvidenceUnit
APropertyandEvidenceManagerhasbeenappointedtotheUnitandwillbe
responsibleformonitoringallcashtransactionsAcashreceiptspolicyrequiring
monthlydepositofcashreceiptsthatarenotonholdforevidencepurposestobe
madetotheFinanceDepartmenthasbeenimplemented

BPoliceandFinanceDepartmentsareworkingtogethertoreviewalloutstanding
depositrecordsandcompilealistofdepositspayableFundsindentifiedtobe
forfeitedwillbetransferredtotheUnitsPurgedEvidenceaccountwhichmaybe
usedforpolicepurposes

TheCityswrittencommentstotheissuesidentifiedinouraudithavenotbeensubjectedtothe
auditproceduresappliedintheauditoffinancialstatementsandaccordinglyweexpressno
opiniononthem

ThiscommunicationisintendedsolelyfortheinformationanduseofmanagementtheCity
Councilandotherswithintheorganizationandisnotintendedtobeandshouldnotbeusedby
anyoneotherthanthesespecifiedparties

n

L tntrt d e6
IrvineCalifornia
December212009
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TheHonorableMayorandCityCouncil
CityofHaywardCalifornia

Wehaveauditedthefinancialstatementsofthegovernmentalactivitieseachmajorfundandthe
aggregateremainingfundinformationoftheCityofHaywardCityfortheyearendedJune302009
andissuedourreportDecember212009Professionalstandardsrequirethatweprovideyouwiththe
followinginformationrelatedtoouraudit

OurResponsibilitiesunderUSGenerallyAcceptedAuditingStandards
andOMBCircularA133

AttachmentIII

Ourresponsibilityasdescribedbyprofessionalstandardsistoexpressopinionsaboutwhetherthe
financialstatementspreparedbymanagementwithyouroversightarefairlypresentedinallmaterial
respectsinconformitywithUSgenerallyacceptedaccountingprinciplesOurauditofthefinancial
statementsdoesnotrelieveyouormanagementofyourresponsibilities

Ourresponsibilityistoplanandperformtheaudittoobtainreasonablebutnotabsoluteassurancethat
thefinancialstatementsarefreeofmaterialmisstatementInplanningandperformingourauditwe
consideredtheCitysinternalcontroloverfinancialreportinginordertodetermineourauditing
proceduresforthepurposeofexpressingouropiniononthefinancialstatementsandnottoprovide
assuranceontheinternalcontroloverfinancialreportingWealsoconsideredinternalcontrolover
compliancewithrequirementsthatcouldhaveadirectandmaterialeffectonamajor federalprogramin
ordertodetermineourauditingproceduresforthepurposeofexpressingouropiniononcomplianceand
totestandreportoninternalcontrolovercomplianceinaccordancewithUSOfficeofManagement
andBudgetOMBCircularA133

AspartofobtainingreasonableassuranceaboutwhethertheCitysfinancialstatementsarefreeof
materialmisstatementweperformedtestsofitscompliancewithcertainprovisionsoflawsregulations
contractsandgrantsnoncompliancewithwhichcouldhaveadirectandmaterialeffectonthe
determinationoffinancialstatementamountsHoweverprovidinganopiniononcompliancewiththose
provisionswasnotanobjectiveofourauditAlsoinaccordancewithOMBCircularA133we
examinedonatestbasisevidenceabouttheCityscompliancewiththetypesofcompliance
requirementsdescribedintheOMBCircularA133ComplianceSupplementapplicabletoitsmajor
federalprogramforthepurposeofexpressinganopinionontheCityscompliancewiththose
requirementsWhileourauditprovidesareasonablebasisforouropinionitdoesnotprovidealegal
determinationontheCityscompliancewiththoserequirements



TheHonorableMayorandCityCouncil
CityofHaywardCalifornia
Page2of3

PlannedScopeandTimingoftheAudit

CorrectedandUncorrectedMisstatements

AttachmentIII

Weperformedtheauditaccordingtotheplannedscopeandtimingpreviouslycommunicatedtoyouin
ourletterdatedJune222009

QualitativeAspectsofAccountingPractices

ManagementisresponsiblefortheselectionanduseofappropriateaccountingpoliciesWewilladvise
managementabouttheappropriatenessofaccountingpoliciesandtheirapplicationThesignificant
accountingpoliciesusedbytheCityaredescribedinNote1tothefinancialstatementsAsdescribedin
note13tothefinancialstatementstheCitychangeditsmethodofaccountingforpostemployment
benefitsforthefiscalyearendedJune302009WenotednotransactionsenteredintobytheCity
duringtheyearforwhichthereisalackofauthoritativeguidanceorconsensusTherearenosignificant
transactionsthathavebeenrecognizedinthefinancialstatementsinadifferentperiodthanwhenthe
transactionoccurred

Accountingestimatesareanintegralpartofthefinancialstatementspreparedbymanagementandare
basedonmanagementsknowledgeandexperienceaboutpastandcurrenteventsandassumptionsabout
futureeventsCertainaccountingestimatesareparticularlysensitivebecauseoftheirsignificancetothe
financialstatementsandbecauseofthepossibilitythatfutureeventsaffectingthemmaydiffer
significantlyfromthoseexpected

ExamplesofsignificantjudgmentsandestimatesreflectedintheCitysfinancialstatementsinclude

Judgmentsinvolvingtheusefullivesanddepreciationmethodologytouseforcapital
assetsincludinginfrastructure

Judgmentsinvolvingcollectabilityofoutstandingreceivables

DifficultiesEncounteredinPerformingtheAudit

Weencounterednosignificantdifficultiesindealingwithmanagementinperformingandcompleting
ouraudit

Professionalstandardsrequireustoaccumulateallknownandlikelymisstatementsidentifiedduringthe
auditotherthanthosethataretrivialandcommunicatethemtotheappropriatelevelofmanagement
ManagementhascorrectedallsuchmisstatementsMaterialmisstatementsdetectedduringtheaudit
processincluded

AdjustmenttoaccrueaportionoftheJuly2009waterbillthatcovereddatesinbothJuneand
JulyJuneexpenseswereestimatedtobe625612
Adjustmenttorecordadditionalreceivablesonfederalgrantsintheamountof559532to
matchexpendituresincurredduringthefiscalyear



TheHonorableMayorandCityCouncil
CityofHaywardCalifornia
Page3of3

DisagreementswithManagement

ManagementRepresentations

ManagementConsultationswithOtherIndependentAccountants

AttachmentIII

ForpurposesofthisLetterprofessionalstandardsdefineadisagreementwithmanagementasafinancial
accountingreportingorauditingmatterwhetherornotresolvedtooursatisfactionthatcouldbe
significanttothefinancialstatementsortheauditorsreportWearepleasedtoreportthatnosuch
disagreementsaroseduringthecourseofouraudit

Werequestedcertainrepresentationsfrommanagementthatareincludedinthemanagement
representationletterdatedDecember212009

Insomecasesmanagementmaydecidetoconsultwithotheraccountantsaboutauditingandaccounting
matterssimilartoobtainingasecondopiniononcertainsituationsIfaconsultationinvolves
applicationofanaccountingprincipletotheCitysfinancialstatementsoradeterminationofthetypeof
auditorsopinionthatmaybeexpressedonthosestatementsourprofessionalstandardsrequirethe
consultingaccountanttocheckwithustodeterminethattheconsultanthasalltherelevantfactsToour
knowledgetherewerenosuchconsultationswithotheraccountants

Wegenerallydiscussavarietyofmattersincludingtheapplicationofaccountingprinciplesand
auditingstandardswithmanagementeachyearpriortoretentionastheCitysauditorsHoweverthese
discussionsoccurredinthenormalcourseofourprofessionalrelationshipandourresponseswerenota
conditiontoourretention

ThisinformationisintendedsolelyfortheuseoftheCityCouncilandmanagementoftheCityof
Haywardandisnotintendedtobeandshouldnotbeusedbyanyoneotherthanthesespecifiedparties

IrvineCalifornia
December212009

OtherAuditFindingsorIssues


