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MAZE&
ASSOCIATES

ACCOUNTANCY CORPORATION
3478 Buskirk Ave. - Suite 215

Pleasant Hill, California 94523
(925) 930-0902 • FAX (925) 930-0135

MEMORANDUM ON INTERNAL CONTROL maze@mazeassociates.com
www.mazeassociates.com

August 19, 2010

To the Honorable Mayor and Members of the Town Council
Woodside, California

We have audited the financial statements of the Town of Woodside for the year ended June 30,2010, and
have issued our report thereon dated August 19, 2010. In planning and performing our audit of the
financial statements of the Town of Woodside as of and for the year ended June 30,2010, in accordance
with auditing standards generally accepted in the United States of America, we considered the Town's
internal control over financial reporting (internal control) as a basis for designing our auditing procedures
for the purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Town's internal control. Accordingly, we do not
express an opinion on the effectiveness of the Town's internal control.

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 a combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the Town's financial statements will not be prevented, or detected and corrected on a timely basis.

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.

Our consideration of internal control was for the limited purpose described in the first paragraph and was
not designed to identify all deficiencies in internal control that might be significant deficiencies or
material weaknesses and, therefore, there can be no assurance that all such deficiencies have been
identified. In addition, because of inherent limitations in internal control, including the possibility of
management override of controls, misstatements due to error or fraud may occur and not be detected by
such controls. We did not identify any deficiencies in internal control that we consider to be material
weaknesses.

Included in the Schedule of Other Matters are recommendations not meeting the above definitions that we
believe to be of potential benefit to the Town.

The Town's written responses included in this report have not been subjected to the audit procedures
applied in the audit of the financial statements and, accordingly, we express no opinion on them.

This communication is intended solely for the information and use of management, Town Council, others
within the organization, and agencies and pass-through entities requiring compliance with generally
accepted government auditing standards, and is not intended to be and should not be used by anyone other
than these specified parties.

A Professiona'lCorporation



This Page Left Intentionally Blank



TOWN OF WOODSIDE
SCHEDULE OF CURRENT YEAR OTHER MATTERS

2010-01: GASB Statement No. 54: Fund Balance Reporting and Governmental Fund Type
Definitions (Effective for the coming fiscaI2010/1l)

This Statement establishes fund balance classifications that comprise a hierarchy based primarily on the
extent to which a government is bound to observe constraints imposed upon the use of the resources
reported in governmental funds.

The initial distinction that is made in reporting fund balance information is identifying amounts that are
considered nonspendable, such as fund balance associated with inventories. This Statement also provides
for additional classification as restricted, committed, assigned, and unassigned based on the relative
strength of the constraints that control how specific amounts can be spent.

The restricted fund balance category includes amounts that can be spent only for the specific purposes
stipulated by constitution, external resource providers, or through enabling legislation.

The committed fund balance classification includes amounts that can be used only for the specific
purposes determined by a formal action of the government's highest level of decision-making authority.
Amounts in the assigned fund balance classification are intended to be used by the government for
specific purposes but do not meet the criteria to be classified as restricted or committed. In governmental
funds other than the general fund, assigned fund balance represents the remaining amount that is not
restricted or committed.

Unassigned fund balance is the residual classification for the government's general fund and includes all
spendable amounts not contained in the other classifications. In other funds, the unassigned classification
should be used only to report a deficit balance resulting from overspending for specific purposes for
which amounts had been restricted, committed, or assigned. Governments are required to disclose
information about the processes through which constraints are imposed on amounts in the committed and
assigned classifications.

Disclosure of the policies in the notes to the financial statements is required.

This Statement also provides guidance for classifying stabilization amounts on the face of the balance
sheet and requires disclosure of celtain information about stabilization arrangements in the notes to the
financial statements.

The definitions of the general fund, special revenue fund type, capital projects fund type, debt service
fund type, and permanent fund type are clarified by the provisions in this Statement. Interpretations of
certain terms within the definition of the special revenue fund type have been provided and, for some
governments, those interpretations may affect the activities they choose to report in those funds. The
capital projects fund type definition also was clarified for better alignment with the needs of preparers and
users. Definitions of other governmental fund types also have been modified for clarity and consistency.

Management Response:

The Town will take necessary steps to implement GASB Statement No. 54 in 2010-11.
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MAZE&
ASSOCIATES

RE9UIRED COMMUNICATIONS

August 19, 2010

To the Honorable Mayor and Members of the Town Council
Woodside, California

ACCOUNTANCY CORPORATION
3478 Buskirk Ave. - Suite 215

Pleasant Hill, California 94523
(925) 930-0902 • FAX (925) 930-0135

maze@mazeassociates.com
www.mazeassociates.com

We have audited the financial statements of the Town of Woodside as of and for the year ended
June 30, 2010 and have issued our report thereon dated August 19, 2010. Professional standards
require that we advise you of the following matters relating to our audit.

Financial Statement Audit Assurance: Our responsibility, as prescribed by professional
standards, is to plan and perform our audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit in accordance with generally
accepted auditing standards does not provide absolute assurance about, or guarantee the accuracy
of, the financial statements. Because of the concept of reasonable assurance and because we did
not perform a detailed examination of all transactions, there is an inherent risk that material
errors, fraud, or illegal acts may exist and not be detected by us.

Other Information Included with the Audited Financial Statements: Pursuant to professional
standards, our responsibility as auditors for other information in documents containing the
Town's audited financial statements does not extend beyond the financial information identified
in the audit report, and we are not required to perform any procedures to corroborate such other
information. Our responsibility also includes communicating to you any information that we
believe is a material misstatement of fact. Nothing came to our attention that caused us to believe
that such information, or its manner of presentation, is materially inconsistent with the
information, or manner of its presentation, appearing in the financial statements. This other
information and the extent of our procedures are explained in our audit report.

Accounting Policies: Management has the responsibility to select and use appropriate
accounting policies. A summary of the significant accounting policies adopted by the Town is
included in Note 1 to the financial statements. There have been no initial selections of accounting
policies and no changes in significant accounting policies or their application during 2010, except
as follows. During the year, as described in the notes to the financial statements, the Town
implemented the following new standards:

A profeSSiona'sCorporation



• Statement No. 45 - Accounting And Financial Reporting By Employers For Postemployment
Benefits Other Than Pensions

GASB 45 uses Pension Accounting (GASB 27) to change the accounting for Other Post
Employment Benefits (OPEB) to full accrual at the Entity-wide financial statement levels.
Under the concepts in GASB 45, an actuarial study or simplified measurement method
calculation is performed to determine an Annual Required Contribution (ARC). So long as
employers contribute this amount every year, no accrual adjustment is needed in the financial
statements. A summary of the impacts of this statement are presented below.

As discussed in Note 10 to the financial statements, during the year ended June 30, 2010, the
Town contributed a portion of the ARC for fiscal 2009-10 by paying the retiree health care
premiums, which was a portion of the annual pension cost and left the Town with a net OPEB
obligation of $150, 172 as of June 30, 2010.

There was no cumulative effect of the accounting change as of the beginning of the year.

Unusual Transactions, Controversial or Emerging Areas: No matters have come to our
attention that would require us, under professional standards, to inform you about (l) the methods
used to account for significant unusual transactions and (2) the effect of significant accounting
policies in controversial or emerging areas for which there is a lack of authoritative guidance or
consensus. There have been no initial selections of accounting policies and no changes in
significant accounting policies or their application during 2010.

Estimates: Accounting estimates are an integral part of the financial statements prepared by
management and are based on management's current judgments. Those judgments are nonnally
based on 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
markedly from management's current judgments. The most sensitive accounting estimates
affecting the financial statements are depreciation and compensated absences.

Management's estimate of the depreciation is based on useful lives determined by management.
These lives have been determined by management based on the expected useful life of assets as
disclosed in Note 5. We evaluated the key factors and assumptions used to develop the
depreciation estimate and determined that it is reasonable in relation to the basic financial
statements taken as a whole.

Accrued compensated absences are estimated using accumulated unpaid leave hours and hourly
pay rates in effect at the end of the fiscal year. We evaluated the key factors and assumptions
used to develop the accrued compensated absences and determined that it is reasonable in relation
to the basic financial statements taken as a whole.

Disagreements with Management: For purposes of this letter, professional standards define a
disagreement with management as a matter, whether or not resolved to our satisfaction,
concerning a financial accounting, reporting, or auditing matter that could be significant to the
Town's financial statements or the auditor's report. No such disagreements arose during the
course of the audit.
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Management informed us that, and to our knowledge, there were no consultations with other
accountants regarding auditing and accounting matters.

Retention Issues: We did not discuss any major issues with management regarding the
application of accounting principles and auditing standards that resulted in a condition to our
retention as the Town's auditors.

Difficulties: We encountered no serious difficulties in dealing with management relating to the
performance of the audit.

Audit Adjustments: For purposes of this communication, professional standards define an audit
adjustment, whether or not recorded by the Town, as a proposed correction of the financial
statements that, in our judgment, may not have been detected except through the audit procedures
performed. These adjustments may include those proposed by us but not recorded by the Town
that could potentially cause future fmancial statements to be materially misstated, even though we
have concluded that the adjustments are not material to the current fmancial statements.

We did not propose any audit adjustments that, in our judgment, could have a significant effect,
either individually or in the aggregate, on the entity's fmancial reporting process.

Uncorrected Misstatements: Professional standards require us to accumulate all known and
likely misstatements identified during the audit, other than those that are trivial, and communicate
them to the appropriate level of management. We have no such misstatements to report to the
audit committee.

******

This report is intended solely for the information and use of the Town Council, its committees,
and management and is not intended to be and should not be used by anyone other than these
specified parties.
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