CITY OF LOS ALAMITOS
3191 Katella Avenue
Los Alamitos, CA 90720

AGENDA
BUDGET STANDING COMMITTEE
SPECIAL MEETING
MONDAY, June 6, 2016 – 4:00 p.m.
NOTICE TO THE PUBLIC
This Agenda contains a brief general description of each item to be considered. Except as
provided by law, action or discussion shall not be taken on any item not appearing on the agenda.
Supporting documents, including staff reports, are available for review at City Hall in the
City Clerk’s Office or on the City’s website at www.cityoflosalamitos.org once the agenda has
been publicly posted.
Any written materials relating to an item on this agenda submitted after distribution of the agenda
packet are available for public inspection in the City Clerk’s Office, 3191 Katella Ave., Los
Alamitos CA 90720, during normal business hours. In addition, such writings or documents will
be made available for public review at the respective public meeting.
It is the intention of the City of Los Alamitos to comply with the Americans with Disabilities Act
(ADA) in all respects. If, as an attendee, or a participant at this meeting, you will need special
assistance beyond what is normally provided, please contact the City Clerk’s Office at
(562) 431-3538, extension 220, 48 hours prior to the meeting so that reasonable arrangements may
be made. Assisted listening devices may be obtained from the City Clerk at the meeting for
individuals with hearing impairments.
Persons wishing to address the Committee on any item on the agenda will be called upon at the
time the agenda item is called or during the Committee’s consideration of the item and may
address the Committee for up to three minutes.

1.

CALL TO ORDER

2.

ROLL CALL
Mayor Murphy
Council Member Edgar

3.

DISCUSSION ITEMS
A. Rich Kikuchi, Managing Partner at Lance, Soll & Lunghard, LLP, will
discuss the following items:
 Audit Responsibilities and Process (Attachment 1)
 Auditor Communication Letter (Attachment 2)
B. Review and discuss the following items pertaining to the City
Attorney’s request for an increase in fees:
 Memo from Cary S. Reisman dated May 10, 2016 (Attachment 3)
 Proposed First Amendment to Professional Services Agreement
with Wallin, Kress, Reisman & Kranitz, LLP (Attachment 4)

ATTACHMENT 1

Audit Responsibilities and Process
June 6, 2016

Audit Responsibilities and Process
• LSL has been engaged by the City to perform a financial audit
and to assist in preparing your Comprehensive Annual
Financial Report (CAFR).
(CAFR)
• Testing of account balances
• Consider
C id your currentt internal
i t
l controls
t l
• Internal controls are those policies and procedures in place to
safeguard the assets of the City and to detect and correct any
material errors arising in the accounting system of the City.

www.lslcpas.com

T
Types
off Public
P bli S
Sector
t
Audits
• In the public sector,
sector audits are often classified in one of
the following categories:
- Financial audits are designed to assure the reliability
of financial reports,
- Program audits are conducted to establish whether
government programs and activities are meeting stated
goals and objectives,
- Compliance audits are conducted to determine
compliance with prescribed guidelines,
- Internal audits are conducted based on direction from
an audit committee and are internal control focused.
focused
www.lslcpas.com

The Financial Audit and
Reasonable Assurance
• The goal of the financial audit is to obtain reasonable –
not absolute – assurance that the financial statements
are fairly presented.
presented
• The concept of reasonable assurance means that
auditors
dit
d
do nott attempt
tt
t to
t ensure that
th t allll data
d t contained
t i d
in financial statements are 100 percent accurate; rather,
theyy seek to affirm ((on a test basis)) that the financial
statements are free from material misstatement.

www.lslcpas.com

St t
Statement
t off Auditing
A diti St
Standards
d d (SAS) 114
• “our responsibility, as described by professional
standards, is to express opinions about whether the
financial statements prepared by management with your
oversight are fairly presented,
presented in all material respects
respects,”
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Internal Controls

• Auditors gain an understanding of a government’s
internal controls as part of the effort to obtain evidence to
support an opinion on the fair presentation of the
financial statements.

www.lslcpas.com

St t
Statement
t off Auditing
A diti St
Standards
d d (SAS) 114
•

“As part of our audit, we will consider the internal control of the City.
S h considerations
Such
id ti
will
ill be
b solely
l l ffor th
the purpose off d
determining
t
i i our
audit procedures and not to provide any assurance concerning such
internal control. We are responsible for communicating significant
matters related to the audit that are
are, in our professional judgment
judgment,
relevant to your responsibilities in overseeing the financial reporting
process. However, we are not required to design procedures
specifically to identify such matters
matters.”

www.lslcpas.com

Consideration of Fraud in a
Financial Audit
The auditor’s planned scope and timing of the audit
includes obtaining
g the information needed to identify
y risks
of material misstatement due to fraud.
IIn accordance
d
with
ith (SAS 99) we annually
ll consider
id ffraud
d
risks which may materially affect the financial statements or
result in a material noncompliance
p
Ex: Interviews, analytical procedures in planning, risk
f
factors
(incentives/pressures,
(i
i
/
opportunities,
ii
attitudes)
i d )
www.lslcpas.com

Summary
• LSL has been engaged to perform a financial audit
• SAS 114 requires communication with those in charge
with governance
• Los Alamitos
– Weaknesses are: Size of the finance department
– Strengths are: Knowledge, hiring of part-time Accounting
Manager, monitoring

• Considerations: Audit Committee and additional
procedures

www.lslcpas.com

ATTACHMENT 2

May 10, 2016
To the Honorable Mayor and Members of the City Council
City of Los Alamitos, California
We are engaged to audit the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the City of Los Alamitos (the City) and the Single Audit for the year
ended June 30, 2016. Professional standards require that we provide you with the following information
related to our audit. We would also appreciate the opportunity to meet with you to discuss this information
further since a two-way dialogue can provide valuable information for the audit process.
Our Responsibilities under U.S. Generally Accepted Auditing Standards, Government Auditing
Standards, and the Single Audit Act Amendments of 1996; and the provisions of the Uniform
Guidance
As stated in our engagement letter, our responsibility, as described by professional standards, is to express
opinions about whether the financial statements prepared by management with your 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 you or management of your responsibilities.
Our responsibility is to plan and perform the audit to obtain reasonable, but not absolute, assurance that
the financial statements are free of material misstatement. As part of our audit, we will consider the internal
control of the City. Such considerations will be solely for the purpose of determining our audit procedures
and not to provide any assurance concerning such internal control. We are responsible for communicating
significant matters related to the audit that are, in our professional judgment, relevant to your responsibilities
in overseeing the financial reporting process. However, we are not required to design procedures
specifically to identify such matters. We will also consider internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to determine
our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with the Uniform Guidance.
As part of obtaining reasonable assurance about whether the City’s financial statements are free of material
misstatement, we will perform tests of its compliance with certain provisions of laws, regulations, contracts,
and grants. However, providing an opinion on compliance with those provisions is not an objective of our
audit. Also in accordance with Uniform Guidance, we will examine, on a test basis, evidence about the
City’s
compliance
with
the
types
of
compliance
requirements
described
in
the
U.S. Office of Management and Budget (OMB) Compliance Supplement applicable to each of its major
federal programs for the purpose of expressing an opinion on the City’s compliance with those requirements.
While our audit will provide a reasonable basis for our opinion, it will not provide a legal determination on
the City’s compliance with those requirements.
We are responsible for communicating significant matters related to the audit that are, in our professional
judgment, relevant to your responsibilities in overseeing the financial reporting process. However, we are
not required to design procedures specifically to identify such matters.
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To the Honorable Mayor and Members of the City Council
City of Los Alamitos, California
Generally accepted accounting principles provide for certain required supplementary information (RSI) to
supplement the basic financial statements. Our responsibility with respect to the management’s discussion
and analysis, the budgetary comparison schedules for the general fund and major special revenue funds,
the schedule of changes in net pension liability and related ratio, the schedule of employer contributions,
the schedule of investment returns, the schedule of proportionate share of the Net Pension Liability, and
the schedule of contributions which supplement the basic financial statements, is to apply certain limited
procedures in accordance with generally accepted auditing standards. However, the RSI will not be audited
and, because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance, we will not express an opinion or provide any assurance on the RSI.
We have been engaged to report on the combining and individual fund statements and schedules which
accompany the financial statements but are not RSI. Our responsibility for this supplementary information,
as described by professional standards, is to evaluate the presentation of the supplementary information in
relation to the financial statements as a whole and to report on whether the supplementary information is
fairly stated, in all material respects, in relation to the financial statements as a whole.
We have not been engaged to report on the introductory and statistical sections which accompany the
financial statements but are not RSI. Our responsibility with respect to this other information in documents
containing the audited financial statements and auditor’s report does not extend beyond the financial
information identified in the report. We have no responsibility for determining whether this other information
is properly stated. This other information will not be audited and we will not express an opinion or provide
any assurance on it.
Planned Scope and Timing of the Audit
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements; therefore, our audit will involve judgment about the number of transactions to be
examined and the areas to be tested.
Our audit will include obtaining an understanding of the entity and its environment, including internal control,
sufficient to assess the risks of material misstatement of the financial statements and to design the nature,
timing, and extent of further audit procedures. Material misstatements may result from
(1) errors, (2) fraudulent financial reporting, (3) misappropriation of assets, or (4) violations of laws or
governmental regulations that are attributable to the entity or to acts by management or employees acting
on behalf of the entity. We will generally communicate our significant findings at the conclusion of the audit.
However, some matters could be communicated sooner, particularly if significant difficulties are
encountered during the audit where assistance is needed to overcome the difficulties or if the difficulties
may lead to a modified opinion. We will also communicate any internal control related matters that are
required to be communicated under professional standards.
We expect to issue our report on approximately December 15, 2016.
This information is intended solely for the use of the governing board and management and is not intended
to be, and should not be, used by anyone other than these specified parties.
Very truly yours,

ATTACHMENT 3

ATTACHMENT 4

