LOCAL AGENCY FORMATION COMMISSION
MEETING AGENDA

Wednesday, October 8, 2008
9:00 a.m.

Room 381B
Kenneth Hahn Hall of Administration
500 West Temple Street, Los Angeles 90012
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A person with a disability may contact the LAFCO office at (818) 254-2454 at least 72
hours before the scheduled meeting to request receipt of an agenda in an alternative
format or to request disability-related accommodations, including auxiliary aids or
services, in order to participate in the public meeting. Later requests will be
accommodated to the extent feasible.

The entire agenda package and any meeting related writings or documents provided to a
majority of the Commissioners after distribution of the agenda package, unless exempt
from disclosure pursuant to California Law, are available at the LAFCO office and at
www.lalafco.org.
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I. CALL MEETING TO ORDER.

2. PLEDGE OF ALLEGIANCE WILL BE LED BY CHAIRMAN
GLADBACH.

3. CONSENT ITEMS

All matters are approved by one motion unless held by a Commissioner or
member(s) of the public for discussion or separate action.

a. Approve Operating Account Check Register for the month of
September.

b. Approve Minutes of September 24, 2008.

e. Receive and file update on pending applications.
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OTHER ITEMS

a. Independent Auditor’s Report for Fiscal Years ending June 30, 2004, 2005,
2006 and 2007.

b. Continue discussion of SB 375 Letters.

c. Report on East Los Angeles, Rowland Heights and West Ranch Proposed
Incorporations.

PUBLIC COMMENT

This is the opportunity for members of the public to address the Commission on items
that are not on the posted agenda, provided that the subject matter is within the
jurisdiction of the Commission. Speakers are reminded of the three-minute time
limitation.

FUTURE MEETINGS

October 22, 2008
November 12, 2008
December 10, 2008

FUTURE AGENDA ITEMS

Items not on the posted agenda which, if requested, will be referred to staff or placed
on a future agenda for discussion and action by the Commission, or matters requiring
immediate action because of an emergency situation or where the need to take
immediate action came to the attention of the Commission subsequent to the posting
of the agenda.

ADJOURNMENT MOTION



Staff Report
October 8, 2008

Independent Auditor’s Report
Fiscal Years Ending June 2004, 2005, 2006 and 2007

Agenda Item No. 4a

In December 2007, the firm of Vasquez & Company (Vasquez) was selected to audit the
Commission’s financial statement for fiscal years 2003-04, 2004-05, 2005-06 and 2006-07,
pursuant to an RFP issued on October 19, 2006. Vasquez has completed its audit and issued
the attached Audited Financial Statements.

Compliance
One aspect of the audit involved performing tests to determine whether the financial

statements were in compliance with certain provisions of law. The results of the tests
disclosed no instances of noncompliance that are to be reported under Government Auditing
Standards.

Internal Control Over Financial Reporting

The auditors did not identify any deficiencies in internal control over financial reporting that
would be considered a "material weakness." A material weakness being “a significant
deficiency, or combination of significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the financial statements will not be prevented or
detected by internal controls.”

Vasquez did note several items related to internal controls, which are discussed in the
management letter. The items are related to cash deposits, institution of a formal
capitalization policy, development of a year-end closing procedure, reorganization of the
Chart of Accounts, assessment of accounting specific staffing needs and implementation of
an accrual based accounting system.

The auditors have provided the following recommendations:

s Timely deposits of cash receipts- make deposits in a timely manner to improve cash
flow and reduce risk of loss.
Response: Staff will investigate instances noted by auditor and will consider audit
recommendation.
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Establish a formal capitalization policy — set-up and implement a policy that would
set a threshold and designate property purchases over a certain dollar value and
having a useful life of one year or more as capital expenditures and recorded as
depreciable capital assets.

Response: Staff has not yet decided if it is necessary to establish a “formal
capitalization policy.” In regards to inventory of equipment, staff maintains a
complete inventory list of all major assets.

Year-end closing procedure — develop a year end closing procedure to record accrual
entries to properly report activity on an accrual basis.

Response: Staff recommends that the Commission authorize the Executive Officer to
hire an accountant as an independent contractor to address the issue of closing the
books and other accounting related issues.

Assess the Accounting Department staffing needs — assess staffing needs and plan for
increasing capacity through hiring of personnel with accounting background to do the
bookkeeping and accounting, or reorganize the current responsibilities.

Response: Staff agrees with the recommendation of the auditor and recommends the

Commission authorize the hiring of an independent contractor on an as needed basis.

Implement the accrual basis accounting — implement the use of accrual basis
accounting, where revenues are recognized when earned and expenses are recognized
when incurred.

Response: Staff anticipates that once a new form and level of software is
implemented, an accrual basis of accounting will result.

Conclusion

The significant finding of the auditor is that the financial statements “present fairly, in all
material respects, the financial position of the Commission as of June 30 2003, 2004, 2205,
2006 and 2007 and the results of its operations and its cash flows for the years then ended,”
in conformity with generally accepted accounting principles..

Recommended Action:

Receive and file the Independent Auditor’s Report and Financial Statements for Fiscal Years
ending June 30, 2003, 2004, 2005, 2006 and 2007.
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