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INDEPENDENT AUDITOR' S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT

OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE

WITH GOVERNMENTAUDITING STANDARDS

To the Honorable Mayor and Members of the City Council

of the City of Taft

Taft, California

We have audited the fmancial statements of governmental activities, business-type activities, each major fund, and

the aggregate remaining fund information of the City of Taft ( City), California as of and for the fiscal year ended

June 30, 2010, which collectively comprise the City' s basic fmancial statements and have issued our report thereon

dated March 21, 20ll. We conducted our audit in accordance with auditing standards generally accepted in the

United States of America and the standards applicable to fmancial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting:

In planning and performing our audit, we considered the City' s internal control over fmancial reporting as a basis for

designing our auditing procedures for the purpose of expressing our opinion on the fmancial statements, but not for

the purpose of expressing an opinion on the effectiveness of the City' s internal control over fmancial reporting.
Accordingly, we do not express an opinion on the effectiveness of the City' s' internal control over fmancial

reporting.

A defidencyin internal control exists when the design or operation of a control does not allow management or

employees, in the normal course of performing their assigned functions, to prevent, or detect and correct

misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal

control such that there is a reasonable possibility that a material misstatement ofthe entity' s financial statements will

not be prevented, or detected and corrected on a timely basis.

Our consideration of the internal control over fmancial reporting was for the limited purpose described in the fIrst

paragraph of this section and was not designed to identify all deficiencies in internal control over financial reporting
that might be deficiencies, significant deficiencies or material weaknesses. We did not identify any deficiencies in

internal control over fmancial reporting that we consider to be material weaknesses, as defmed above.

We noted certain other matters that we reported to management of the City in a separate letter dated March 23, 2011.
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To the Honorable Mayor and Members of City Council
of the City ofTaft

Taft, California

In planning and performing our audit of the fmancial statements of the governmental activities, the business- type
activities, each major fund, and the aggregate remaining fund information of the City ofTaft (City) as of and for the
fiscal year ended June 30, 2010, in accordance with auditing standards generally accepted in the United States of
America, we considered the City' s internal control over fmancial reporting ( internal control) as a basis for designing
our auditing procedures for the purpose of expressing our opinion on the fmancial statements, but not for the
purpose of expressing an opinion on the effectiveness of the City' s internal control. Accordingly, we do not express
an opinion on the effectiveness of the City' s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be significant deficiencies or material weakness
and therefore, there can be no assurance that all such deficiencies have been identified. However, as discussed
below, we identified one deficiency in internal control that we consider to be a significant defi.ciency.

A deficiency in internal control exists when the design or operation of a control does not allow management or

employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency or combination of deficiencies in internal
control, such that there is a reasonable possibility that a material misstatement of the entity' s fmancial statements
will not be prevented, or detected and corrected on a timely basis. We did not identify any deficiencies in internal
control that we consider to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance. We noted one

deficiency in internal control that we consider to be a significant deficiency described in the current year
recommendations section as Finding 2010- 1.

During our audit, we noted a certain other matter involving internal controls and their operations, and are

submitting, for your consideration, related recommendations designed to help the City make improvements and
achieve operational efficiencies. This recommendation described in the current year recommendations section as

Finding 2010-02. Our comment reflects our desire to be of continuing assistance to the City.

The City' s written responses to the fmdings identified in our audit are described in the current year
recommendations section. We did not audit the City' s responses and, accordingly, we express no opinion on them.
In addition, we would be pleased to discuss the recommendations in further detail at your convenience, to perform
any additional study of these matters, or to assist you in implementing these recommendations.
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To the Honorable Mayor and Members of City Council
of the City ofTaft

Taft, California

We have audited the fmancial statements of the City of Taft (City) for the fiscal year ended June 30, 2010, and have
issued our report thereon dated March 21, 2011. Professional standards require that we provide you with the
information about our responsibilities under auditing standards generally accepted in the United States of America,
as well as certain information related to the planned scope and timing of our audit. We have communicated such
information in our letter to you dated June 21, 2010. Professional standards also require that we communicate to

you the following information related to our audit

Significant Audit Findings

Qualitative Aspects ofAccounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by the City are described in Note I to the fmancial statements. As discussed in Note 1 of the notes to
the basic fmancial statements effective July 1, 2009, the City adopted the provisions of Governmental Accounting
Standards Board GASB) Statement No.45 Accounting and Financial Reporting by Employers for
Postemployment Benefits Other than Pensions, GASB Statement No. 51, Accounting and Financial Reporting by
Intangible Assets, GASB Statement No. 53, Accowlting and Financial Reporting jOr Derivative Instruments, GASB
Statement No. 57, OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans, and GASB
Statement No. 58, Accounting and Financial Reporting for Chapter 9 Bankruptcies. We noted no transactions
entered into by the City during the fiscal year for which there is a lack of authoritative guidance or consensus. All
significant transactions have been recognized in the fmancial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are based on

management' s lmowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the fmancial statements and
because of the possibility that future events affecting them may differ significantly from those expected.

Management' s estimate of the historical cost of capital assets and the estimated useful life of the
capital assets are based on historical data, industry guidelines and outside consultants which were

hired by the City. Management' s estimate of the funding progress for PERS is based on PERS
estimates.

Difficulties Encountered in Peiforming the Audit

We encountered no difficulties in dealing with management in performing and completing our audit.
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To the Honorable Mayor and Members ofCity Council
of the City ofTaft

Taft, California

In planning and performing our audit of the fmancial statements of the governmental activities; the business- type
activities, each major fund, and the aggregate remaining fund information of the City of Taft (City) as of and for the
fiscal year ended June 30, 2010, in accordance with auditing standards generally accepted in the United States of
America, we considered the City' s internal control over fmancial reporting ( internal control) asa basis for designing
our auditing procedures for the purpose of expressing our opinion on the fInancial statements, but not for the

purpose of expressing an opinion on the effectiveness of the City' s internal control. Accordingly, we do not express
an opinion on the effectiveness of the City' s internal control.

Our consideration of internal control was for the limited pUipose described in the preceding paragraph and was not

designed to identify all defIciencies in internal control that might be significant defIciencies or material weakness
and therefore, there can be no assurance that all such deficiencies have been identifIed. However, as discussed
below, we identified one defIciency in internal control that we consider to be a significant deficiency.

A deficiency in internal control exists when the design or operation of a control does not allow management or

employees, in the normal course of performing their assigned functions, to prevent, or detect and correct

misstatements on a timely basis. A material weakness is a deficiency or combination of defIciencies. in internal
control, such that there is a reasonable possibility that a material misstatement of the entity' s fmancial statements
will not be prevented, or ,detected and corrected on a timely basis. We did not identify any deficiencies in internal
control that we consider to be material weaknesses.

A significant deficiency is a defIciency, or a combination of deficiencies, in internal control that is less severe than a

material weakness, yet important enough to merit attention by those charged with governance. We noted one

defIciency in internal control that we consider to be a significant defIciency described in the current year
recommendations section as Finding 2010- 1.

During our audit, we noted a certain other matter involving internal controls and their operations, and are

submitting, for your consideration, related recommendations designed to help the City make improvements and
achieve operational efficiencies. This recommendation described in the current year recommendations section as

Finding 20 I 0- 02. Our comment reflects our desire to be of continuing assistance to the City.

The City' s written responses to the fmdings identified in our audit. are described in the current year
recommendations section. We did not audit the City' s responses and, accordingly, we express no opinion on them.
In addition, we would be pleased to discuss the recommendations in further detail at your convenience, to perform
any additional study of these matters, or to assist you in implementing these recommendations.

1
OFFICES: BEVERLY HILLS' SANTA MARIA

MEMBER AMERICAN INSTrruTE OF C.P. A.'S. CALIFORNIA SOCIE7Y OF MUNICIPAL FINANCE OFFICERS. CALIFORNIA ASSOCIATION OF SCHOOL BUSINESS OFFICIALS





MOSS, LEW & HARTZHEIM LLP
CERTIFIED PUBLIC ACCOUNTANTS

PARTNERS 9107 WILSHIRE BLVD., SUITE 400
RONALD A lEVY, CPA BEVERLY HIlLS, CA 90210
CRAIG A HARTZHEIM. CPA TEL: 310.273. 2745
HADLEY Y HUI. CPA FAX: 310.273. 1689

www.mlhcpas.com

To the Honorable Mayor and Members of City Council

of the City ofTaft

Taft, California

We have audited the fmancial statements of the City of Taft (City) for the fiscal year ended June 30, 2010, and have
issued our report thereon dated March 21, 2011. Professional standards require that we provide you with the
information about our responsibilities under auditing standards generally accepted in the United States of America,
as well ascertain information related to the planned scope and timing of our audit. We have communicated such
information in our letter to you dated June 21, 2010. Professional standards also require that we communicate to

you the following information related to our audit

Significant Audit Findings

Qualitative Aspects ofAccounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by the City are described in Note 1 to the fmanciaI statements.. As discussed in Note 1 of the notes to

the basic fmancial statements effective July 1, 2009, the City adopted the provisions of Governmental Accounting
Standards . Board GASB) Statement No.45. - Accounting and Financial Reporting by Employers for
Postemployment Benefits Other than Pensions, GASB Statement No. 51, Accounting and Financial Reporting by
Intangible Assets, GASB Statement No. 53, Accowlting and Financial Reporting for Derivative Instruinents, GASB
Statement No. 57, OPEB Measurements by Agent Employers and Agent Multiple-Employer Plans, and GASB
Statement No. 58, Accounting and Financial Reporting for Chapter 9 Bankruptcies. We noted no transactions
entered into by the City during the fiscal year for which there is a lack of authoritative guidance or consensus. All

significant transactions have been recognized in the financial statements in the proper period.

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.

Management' s estimate of the historical cost of capital assets and the estimated useful life of the

capital assets are based on historical data, industry guidelines and outside consultants which were

hired by the City. Management' s estimate of the funding progress for PERS is based on PERS
estimates.

DiffICUlties Ehcountered in Performing the Audit

Weencountered no difficulties in dealing with management in performing and completing our audit.

3
OFFICES: BEVERLY HILLS. SANTA MARIA

MEMBER AMERICAN INSTITUTE OF C. PA'S. CALIFORNIA SOCIETY OF MUNICIPAl FINANCE OFFICERS. CAlIFORNIA ASSOCIATION OF SCHOOL BUSINESS OFFICIAlS








