
 
 

Item No. 5 
Town of Atherton 

 
 

 
 
FINANCE COMMITTEE STAFF REPORT 
 
 
TO:  FINANCE COMMITTEE 
                            
FROM: ROBERT BARRON III, FINANCE DIRECTOR 
 
DATE: SEPTEMBER 13, 2022 
 
SUBJECT: DISCUSSION OF THE FISCAL YEAR 2021/22 PRELIMINARY AUDIT &  
                        SCOPE 
 
RECOMMENDATION 
 
Discuss the Fiscal Year 2021/22 Audit with independent auditor regarding the preliminary audit 
work and scope.  
 
BACKGROUND 
 
Maze and Associates is the Town’s independent auditor and is tasked with the audit of the basic 
financial statements. The field work for the interim audit phase for FY 2021/22 began the week of 
June 20 – 24. As we continue to navigate COVID-19 pandemic the interim audit was performed 
remotely. It is anticipated that the final audit will be a hybrid audit, primarily remote with possibly 
scheduled on-site days. As we begin the audit engagement for FY 2021/22, there is the required 
audit process SAS 114 communication with the committee. This includes the communication of 
the auditor’s responsibilities under generally accepted auditing standards, concept of materiality, 
the planned scope, timing, independence, management representations, and process of the audit. 
Discussion to also include any new GASB standards implementations. Audit engagement partner 
Grace Zhang is here to communicate the auditor’s responsibilities under generally accepted 
auditing standards, American Institute of Certified Public Accountants (AICPA) Auditing 
Standard Boards updated format standards, and process of the audit.  
 
FINDINGS | ANALYSIS 
 
This is a communication of the FY 2021/22 interim audit phase. The final audit field work is 
scheduled for the week of October 3, 2022. The Auditor will give an update on the required audit 
planning communications (SAS 114) for the independent audit of the Town. 
 
ATTACHMENT 
Audit Planning Communication-Year End June 30, 2022 



 
 
 
 
 
 
September 13, 2022 
 
Mayor, and Finance Committee members 
Town of Atherton 
91 Ashfield 
Atherton, CA  94027 
 
Dear Mayor, and Finance Committee members, 
 
We are engaged to audit of the Town’s basic financial statements for the year ended June 30, 2022, 
including its blended component units.  Professional standards require that we provide you with the 
following information related to our audit.  Topics include audit scope, management representations, 
fraud risk considerations and audit timing.  We have presented an overview of these topics below. If you 
like, we could also meet with you to discuss this information further since a two-way dialogue can 
provide valuable information for the audit process. 

Our Responsibility under U.S. Generally Accepted Auditing Standards, Government Auditing 
Standards and the Uniform Guidance 
 
As stated in our engagement letter provided to the Town’s Finance Director dated June 20, 2022, 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. 
 

As part of our audit, we will consider the internal control of the Town.   Such considerations are 
solely for the purpose of determining our audit procedures and not to provide any assurance 
concerning such internal control. 
 
As part of obtaining reasonable assurance about whether the financial statements are free of 
material misstatement, we will also perform tests of the Town’s 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. 
 
In planning and performing our audit, we will consider the Town’s internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinions 
on the financial statements and not to provide assurance on the internal control over financial 
reporting.  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 report on internal 
control over compliance in accordance with the Uniform Guidance if Single Audit is required for 
Town in the current fiscal year. 
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As part of obtaining reasonable assurance about whether the Town’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 the Uniform Guidance, we 
will examine on a test basis, evidence about the Town’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 Town’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 Town’s 
compliance with those requirements. 

 
Generally accepted accounting principles provide for certain required supplementary information (RSI) to 
supplement the basic financial statements.  Our responsibility with respect to the RSI, such as 
management’s discussion and analysis, pension and OPEB schedules, which supplements 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 of the limited procedures do not provide us 
with sufficient appropriate 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 supplementary information, such as the combining statements, 
individual fund statements, 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 other information accompanying the financial statements, such 
as introductory section and statistical section], 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 Audit Scope 
 
The audit scope is included in the engagement letter provided to the Finance Director dated June 20, 2022 
(copy enclosed).  It defines what an audit of the Town’s financial statements is and discusses internal 
control, fraud considerations and management responsibilities for data contained in financial statements.  
It is the standard used when a financial statement audit is to be conducted.  This letter is a clarification of 
the audit process contemplated in the contract we have entered into with the Town pursuant to the 
Council’s approval. 

Management Representations 
 
We will request representations from management that data and assertions provided are complete and 
accurate.  We rely primarily on our audit verification tests and procedures, however, management 
assertions and judgments unavoidably affect financial data. 
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Fraud Risk Considerations 
 
Audit standards require us to have discussions with our clients to discuss both the potential for and any 
occurrences of fraud and the impact on financial statements.  “Fraud” is defined as an intentional act that 
results in a material misstatement in financial statements that are subject to audit.  In this case, fraud 
includes two concepts.  The first is fraudulent financial reporting, including misapplication of accounting 
principles, the omission of data or disclosures, fictitious transactions or sham transactions and 
concealment of relevant data.  The second concept is that of misappropriations of assets, including theft, 
its concealment and conversion to cash. 
 
In accordance with audit standards, we met with management and asked: 
 

a. Is management aware of known instances of fraud or allegations of suspected fraud? 
 
b. Are there areas management believes are “Susceptible to Fraud”? 
 

i. Areas presumed susceptible to fraud under audit standards: 
i. Improper revenue recognition 

ii. Management override of Internal Control 

Audit Timing 
 
We have met with Town staff and agreed to the following schedule: 
 

• The interim phase of the audit (internal control review and tests) is scheduled for the week of 
June 20. 

 
• The final phase of the audit (substantive tests and financial report preparation) is scheduled for 

the week of October 3. 
 

• Our current plan is to finalize the reports before the end of December. 
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Communicating the Audit Process 
 
We discussed the above topics with staff and wish to provide you an opportunity to participate in the 
audit process prior to its completion.  If you could please respond to the following questions related to the 
Town and its component units and if the answer to any question is “yes,” please provide an explanation: 
 

a. Are you aware of any instances of fraud or allegations of suspected fraud? 
 

b. Are there any areas you believe are “Susceptible to Fraud”? 
 

c. Are you aware of any possible or actual noncompliance or waste or abuse of programs and 
controls? 

 
d. Are you aware of any related-party transactions?  (Transactions between the Town or its 

component units and elected or appointed officials) 
 
Please return your responses to the above questions via email to gracez@mazeassociates.com. 
If you have any questions or concerns, please do not hesitate to contact us. We can arrange a separate 
meeting if needed.  
 
 
Sincerely, 
 

 
Maze & Associates 
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