
RANCHO SANTA FE FIRE PROTECTION DISTRICT 
BOARD OF DIRECTORS MEETING 
AGENDA – UPDATED (Apr 6, 2009) 

 
 
 
Rancho Santa Fe FPD                                                                                                                   April 8, 2009 
Board/Community Room – 16936 El Fuego          Regular Session 1:00 pm 
Rancho Santa Fe, California 92067              
 
 

RULES FOR ADDRESSING BOARD OF DIRECTORS 
Members of  the audience who wish  to address  the Board of Directors are requested  to 
complete a form near the entrance of the meeting room and submit it to the Board Clerk.  

 
 
 
 
 
 

 In compliance with the Americans with Disabilities Act, if you need special assistance to participate in a meeting, please 
contact  the  Secretary at 858‐756‐5971.   Notification 48 hours prior  to  the meeting will  enable  the District  to make 
reasonable arrangements to assure accessibility to the meeting. 

Any person may address the Board on any item of Board business or Board concern.  The 
Board cannot take action on any matter presented during Public Comment, but can refer 
it to the Administrative Officer for review and possible discussion at a future meeting.  As 
permitted by  State  Law,  the Board may  take  action on matters of  an urgent nature or 
which require immediate attention.  The maximum time allotted for each presentation is 
FIVE (5) MINUTES. 

All items listed on the Consent Calendar are considered routine and will be enacted by one 
motion without discussion unless Board Members, Staff or the public requests removal of 
an  item  for  separate  discussion  and  action.    The  Board  of Directors  has  the  option  of 
considering  items removed  from  the Consent Calendar  immediately or under Unfinished 
Business. 

 
 
  
 
 
 
 
 

Pledge of Allegiance 
 
1. Roll Call 

 
2. Public Comment 

 
3. Motion waiving reading in full of all Resolutions/Ordinances 

 
 

4. Consent Calendar 
a. Board of Directors Minutes 

i) APPROVE the Board of Directors minutes of March 18, 2009 
ii) APPROVE the Board of Directors minutes of March 27, 2009 
ACTION REQUESTED:  APPROVE 
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b. Receive and File 
i) Monthly/Quarterly Reports – ACTION REQUESTED:  INFORMATION 

(1) List of Demands 
Check 19094 thru 19220 for the period March 1 – 31, 2009 totaling:    $453,600.19 

        Payroll for the period March 1 – 31, 2009           $432,195.48 
TOTAL DISTRIBUTION             $885,795.67 

(2) Activity Reports – March 2009 
 Fire Prevention 
 Operations 
 Training 

(3) District Articles – March 2009 
(4) Correspondence ‐ Thank you letters/cards were received from the following members of the 

public: 
 None  

 
5. Old Business 

a. None 
 
6. Resolutions/Ordinances  

a. Resolution No. 2009‐02 
To discuss and/or adopt the resolution entitled a Resolution of the Board of Directors of the Rancho 
Santa Fe Fire Protection District to Participate in the San Diego County Fire Mitigation Fee Program 
ACTION REQUESTED:  ADOPT 
b. Resolution No. 2009‐03 
To discuss and/or approve a resolution entitled a Resolution of the Board of Directors of the Rancho 
Santa Fe Fire Protection District Setting Benefit Charges for Fiscal Year 2009/2010 
ACTION REQUESTED: ADOPT 

 
7. New Business 

a. Agreement for Professional Services  
To discuss and/or approve the Agreement between the Fire District and Willdan Financial Services to 
provide professional services for special tax/assessment administration. Staff Report 09‐06 
ACTION REQUESTED:  APPROVE 
b. Budget Authorization  
To discuss and/or authorize the purchase of replacement thermal image cameras.  Staff Report 09‐07 
ACTION REQUESTED:  APPROVE 
c. Ad Hoc Committee Appointment ‐ Audit 
To discuss the auditor’s required communication to the Board of Directors and appoint two board 
members to serve on the District’s FY09 Audit Ad hoc Committee. 
ACTION REQUESTED:  APPOINT AD HOC COMMITTEE 
d. LAFCO 2009 Special Districts Election 
To discuss and/or authorize the President to cast the ballot on behalf of the Fire District to elect a LAFCO 
Regular  Special  District  Member  and  LAFCO  Alternate  member  to  the  Special  District  Advisory 
Committee  
ACTION REQUESTED:  Authorize President to cast ballot 
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8. Oral Reports 

a. Fire Chief – Pavone 
i) Fairbanks Ranch Replacement Fire Station – Update 
ii) LAFCO Population Census 
iii) District Activities 

b. Operations – Deputy Chief Michel 
c. Training – Battalion Chief Davidson 
d. Fire Prevention ‐ Fire Marshal Hunter 
e. Administrative Manager – Rannals 
f. Board of Directors 

i) North County Dispatch JPA – Update 
ii) County Service Area – 17 – Update 
iii) Comments 

 
9. Closed Session  

a. With respect to every item of business to be discussed in closed session pursuant to Section 54956.8 
i) Conference with negotiators for the following real property  

(1) APN 266‐182‐21  
(2) APN 266‐182‐22 
Negotiating Parties:  James Ashcraft, Director; Nancy C. Hillgren, Director; Nick Pavone, Fire 
Chief  
Under Negotiation:  Both Price and Terms of Payment 

b. With respect to every item of business to be discussed in closed session pursuant to Section 54956.8 
i) Conference with negotiators for the following real property  

(1) APN 266‐281‐05  
Negotiating Parties:  James Ashcraft, Director; Nancy C. Hillgren, Director; Nick Pavone, Fire 
Chief 
Under Negotiation:  Both Price and Terms of Payment 
 

10. Adjournment 
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RANCHO SANTA FE FIRE PROTECTION DISTRICT 
Board of Directors Regular Meeting – Agenda 

Wednesday, April 8, 2009 1:00 pm PST 
 
 

CERTIFICATION OF POSTING 
 
I certify that on April 2, 2009 a copy of the foregoing agenda near the regular meeting place of the 
Board of Directors of Rancho Santa Fe Fire Protection District, said time being at least 72 hours in 
advance of the meeting of the Board of Directors (Government Code Section 54954.2) 
 
Executed at Rancho Santa Fe, California on April 2, 2009 
 
 
 
___________________________________________ 
Karlena Rannals  
Board Clerk 



RANCHO SANTA FE FIRE PROTECTION DISTRICT 
REGULAR BOARD OF DIRECTORS MEETING 

MINUTES – March 18, 2009 
 
 
 
President  Ashcraft  called  to  order  the  regular  session  of  the  Rancho  Santa  Fe  Fire  Protection 
District Board of Directors at 2:30 pm. 
 
Pledge of Allegiance 
Chief Pavone led the assembly in the Pledge of Allegiance. 
 
1. Roll Call 
Directors Present:    Ashcraft, Hickerson, Malin, Tanner 
Directors Absent:  Hillgren  
Staff Present:  Nick Pavone, Fire Chief; Tony Michel, Deputy Chief; Fred Cox, Battalion Chief; 

and Karlena Rannals, Board Clerk  
 
2. Public Comment 
No one requested to speak to the Board. 
 
3. Consent Calendar 
MOTION BY DIRECTOR HICKERSON,  SECOND BY DIRECTOR TANNER, CARRIED 4 AYES; 0 NOES; 1 
ABSENT; 0 ABSTAIN to approve the Consent Calendar as submitted: 

a. Board of Directors Minutes 
1. MOTION BY DIRECTOR HICKERSON, SECOND BY DIRECTOR TANNER, CARRIED 4 AYES; 
0 NOES; 1 ABSENT; 0 ABSTAIN to approve the Board of Directors minutes of February 19, 
2009 
2. MOTION BY DIRECTOR HICKERSON, SECOND BY DIRECTOR TANNER, CARRIED 4 AYES; 
0 NOES; 1 ABSENT; 0 ABSTAIN to approve the Board of Directors minutes of March 3, 2009 

b. Receive and File 
1. MOTION BY DIRECTOR HICKERSON, SECOND BY DIRECTOR TANNER, CARRIED 4 AYES; 

0 NOES; 1 ABSENT; 0 ABSTAIN to receive and file: 
a. Monthly/Quarterly Reports 

i. List of Demands 
Check 18974 thru 19032 for the period February 1– 28, 2009 totaling               $ 94,360.14 
Payroll for the period February 1 – 28, 2009                    $451,953.80  

            TOTAL DISTRIBUTION                     $546,313.93 

 

b. Activity Reports – February 2009 
i. Fire Prevention 
ii. Operations 
iii. Training 

c. District Articles – February 2009 
d. Correspondence 

i. Audrey & Jayden 
ii. Kate Dargan – CA State Fire Marshal 
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4. Old Business 

a.   None 
 
5. New Business 

a. Budget Meeting Schedule  
Karlena  Rannals  requested  to  confirm  the  budget  adoption  schedule  and  the  board members 
attendance.   She requested from the Board that  if they determine a schedule conflict that staff  is 
notified prior to the June meeting.  The following budget scheduled is planned: 
  June 17, 2009 – Preliminary FY10 Budget:  presentation and approval 
  September 9, 2009 – Public Hearing Final FY10 Budget:  public comment 
  September 9, 2009 – Final FY10 Budget:  presentation and approval 
 
At  the  conclusion  of  the  discussion,  the  Board  agreed  to  proceed with  the  schedule  presented 
unless a member of the Board contacts the Fire Chief with a conflict.  There was no action taken by 
the Board of Directors. 
 
6. Oral Reports 

a.  Fire Chief – Pavone 
He reported on the following topics: 
• Fairbanks Ranch Replacement Fire Station – Update:   he reviewed  the  latest cost analysis 

and  site  plan  prepared  by  the  architect.    He  informed  the  Board  that  the  District  is 
requesting a  reduction of 3  feet  to  the  required 10‐foot  trail easement mandated by  the 
County.    He  anticipates  final  approval  from  the  County within  3‐6  weeks.    He made  a 
presentation  to  the  Fairbanks  Ranch  Homeowners  Association  Planning  and  Land  Use 
Committee.  The feedback to the design was positive and they believe that it will blend well 
with  the  existing  commercial  and  homes  in  the  area.    He  also made  contact  with  the 
County’s new Public Contact Liaison, whose job is to assist public agencies navigate through 
the County’s planning and permit process.  This person will also seek grant money from the 
federal stimulus package.   

• SDG&E Litigation:   he has been notified  that SDG&E has dropped  the  lawsuits against  the 
County’s fire protection districts, with prejudice. 

• Del Mar  Cooperative  Efforts:    he  received  information  that  the  consultant  retained  to 
evaluate the merits of cooperative efforts  is no  longer with the project.   He has agreed to 
meet  with  two  city  council members  in  an  effort  to  educate  them  on  the  history  and 
benefits of participating cooperatively. 

•  District Activities 
o The Appreciation Dinner is scheduled for May 8, 2009 at The Inn at Rancho Santa Fe. 

b.    Operations – Deputy Chief Michel 
He reported on the following topics: 
• Significant calls include: 

o None to report 
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c.    Training – Battalion Chief Davidson 
  Chief Davidson summarized the monthly training activity, which included: 

• S290 Class (Intermediate Fire Behavior) 
• Firehouse World Expo in San Diego   
• CERT Academy postponed for lack of participants to train 

d.  Fire Prevention – Fire Marshal Hunter 
• No report – not in attendance 

e.   Administration – Administrative Manager Rannals 
• No report  

f.   Board of Directors 
• North County Dispatch JPA – Update – Director Ashcraft: a meeting was held February 26, 

2009.   The number of dispatch applicants  in the  last recruitment exceeds 200.   The FY08 
audit  was  accepted  as  presented.    He  was  reminded  that  the  revenue  for  the  JPA  is 
classified as user  fees, which makes  it much more difficult  for  the State  to raid  the  JPA’s 
revenue.   

• County Service Area 17 – Update – Director Hickerson:  No report.   
• Comments: 

o None 
 
The following was disclosed prior to convening to closed session: 

• Director’s Ashcraft, Hillgren, and Tanner are residents within the Covenant and members of 
the Rancho Santa Fe Association 

 
7. Closed Session 
Pursuant  to  the  following Government Code Section,  the Board of Directors  convened  in Closed 
Session from 2:45 – 3:50 pm for discussions on the following:   

a. Conference with negotiators for the following real property, pursuant to Government 
Code Section 54956.8 

1. APN 266‐182‐21 
2. APN 266‐182‐22 

Negotiating Parties:  Jim Ashcraft, Director; Nancy Hillgren, Director; and Nick Pavone, 
Fire Chief 
Under Negotiation:  Both Price and Terms of Payment 

b. Conference with negotiators for the following real property, pursuant to Government 
Code Section 54956.8 

1. APN 266‐281‐05  
Negotiating Parties:  Jim Ashcraft, Director; Nancy Hillgren, Director; and Nick Pavone, 
Fire Chief 
Under Negotiation:  Both Price and Terms of Payment 
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Upon  reconvening,  President  Ashcraft  reported  that  an  update  was  provided  to  the  board 
members  and  direction  was  provided  to  staff  and  negotiators  regarding  the  eminent  domain 
proceedings and the pursuit of real property for the Districts’ parking needs.   
 
All members of the Board and staff listed attended the Closed Session.  
 
8. Adjournment 
Meeting adjourned at 3:55 pm. 
 
 
 
____________________________________  _____________________________________ 
Karlena Rannals  James H Ashcraft 
Secretary  President 



RANCHO SANTA FE FIRE PROTECTION DISTRICT 
SPECIAL BOARD OF DIRECTORS MEETING 

MINUTES – March 27, 2009 
 
 
 
President  Ashcraft  called  to  order  the  special meeting  of  the  Rancho  Santa  Fe  Fire  Protection 
District Board of Directors at 10:30 am.   
 
Pledge of Allegiance 
Director Hillgren led the assembly in the Pledge of Allegiance. 
 
1. Roll Call 
Directors Present:    Ashcraft, Hickerson, Hillgren, Malin, Tanner 
Directors Absent:  None  
Staff Present:  Nick  Pavone,  Fire  Chief;  Tony Michel,  Deputy  Chief;  and  Karlena  Rannals, 

Board Clerk. 
 
2. Public Comment 
No one requested to speak to the Board. 
 
It was disclosed prior to closed session that Director’s Ashcraft, Hillgren, and Tanner are residents 
within the Covenant and members of Rancho Santa Fe Association.   
 
3. Closed Session 
Pursuant  to  the  following Government Code Section,  the Board of Directors  convened  in Closed 
Session from 10:31 – 11:48 pm for discussions on the following:   

A. With  respect  to  every  item  of business  to  be  discussed  in  closed  session  pursuant  to 
Section 54956.8 
i) Conference with negotiators for the following real property  

(1) APN 266‐182‐21  
(2) APN 266‐182‐22 
Negotiating Parties:  James Ashcraft, Director; Nancy C. Hillgren, Director; Nick Pavone, 
Fire Chief  
Under Negotiation:  Both Price and Terms of Payment 
 

B. With  respect  to  every  item  of  business  to  be  discussed  in  closed  session  pursuant  to 
Section 54956.8 
i) Conference with negotiators for the following real property  

(1) APN 266‐281‐05  
Negotiating Parties:  James Ashcraft, Director; Nancy C. Hillgren, Director; Nick Pavone, 
Fire Chief 
Under Negotiation:  Both Price and Terms of Payment 

 
Upon  reconvening,  President  Ashcraft  reported  that  an  update  was  provided  to  the  board 
members  and  direction  was  provided  to  staff  and  negotiators  regarding  the  eminent  domain 
proceedings and the pursuit of real property for the Districts’ parking needs.   



Minutes 
Rancho Santa Fe Fire Protection District Board of Directors 
March 27, 2009 
Page 2 of 2 
 
All members of the Board and staff listed attended the Closed Session.  
 
4. Agreement – Dacus Property 
Chief Pavone reported that the agreement between Rancho Santa Fe Association, Rancho Santa Fe 
School District, and Rancho Santa Fe Fire Protection District is the final negotiated document by all 
parties.    This  agreement  is  for  a  six‐month  “stand  still”  to  continue  negotiations  between  all 
parties.   The Fire District’s  legal counsel took the  lead  in the development of the document, and 
therefore, it has been approved by the District’s attorney.   
 
MOTION  BY  DIRECTOR MALIN,  SECOND  BY  DIRECTOR  HICKERSON,  CARRIED  5  AYES;  0 NOES;  0 
ABSENT; 0 ABSTAIN to approve the Agreement for the Dacus Property as presented. 
 
5. Adjournment 
Meeting adjourned at 11:50 pm. 
 
 
 
____________________________________  _____________________________________ 
Karlena Rannals  James H Ashcraft 
Secretary  President 



RANCHO SANTA FE FIRE PROTECTION DISTRICT List of Demands - March 2009

Check Amount Vendor Purpose
19094 $198.00 A to Z Plumbing Inc Service/Repair on Building
19095 $630.00 Accme Janitorial Service Inc Building Monthly Cleaning Service
19096 $250.00 AFSS Conference Admin ‐ Overnight Conf/Seminars
19097 $89.00 Allstar Fresh Water Systems Inc Service on Drinking Water in Building
19098 $146.37 AT&T Telephone 
19099 $313.20 AT&T Calnet 2 Telephone
19100 $1,173.18 AT&T/MCI Telephone
19101 $397.77 B & B Appliance Service Dept Repair/Service on Building
19103 $350.68 Blend Outside Printing & Binding
19105 $40.00 Cal Fire/State Fire Training School Education Reimbursement
19106 $58.00 Canyon Ridge Communications Inc Pager Repair/Replacement
19107 $3,960.00 Chula Vista Fire Department School Education Reimbursement
19108 $32.88 Daniels Tire Service Inc Vehicle Scheduled Maintenance
19110 $1,464.90 Direct Energy Business ‐ Dallas Elec/Gas/Propane
19111 $200 00 Di t C t Cl i C t Cl i i B ildi19111 $200.00 Discount Carpet Cleaning Carpet Cleaning in Building
19112 $123.92 ECMS Alterations
19113 $21.66 FedEx Shipping Service
19114 $421.84 Fire ETC Inc Apparatus Tool/Equipment Replacement
19115 $928.81 Galls Retail Uniform ‐ Administrative/Safety/FP
19116 $8,100.29 Geocon Inc FBR #3 Replacement
19117 $79.79 Gibbs, Michael J. Mileage Reimbursement
19118 $160.00 Government Finance Officers Association Association Dues
19119 $2,364.09 Guardian Life Insurance Co Dental Insurance
19120 $560.00 Hank Wayne Radio (Mobile Repair)
19121 $53,823.20 Health Net Medical Insurance
19122 $195.00 Heartland Fire Training Facility School Education Reimbursement
19124 $35.00 Jobs Available Inc. Advertising
19125 $501.07 Life‐Assist Inc CSA‐17 ‐ Supplies
19126 $60.63 Metro Fire & Safety Inc Extinguishers
19127 $4,587.39 Motorola Inc. Radio Equipment Replacement
19128 $60.00 Myers‐Stevens & Toohey Co Inc. Disability/Life Insurance
19129 $239.00 New Earth Enterprises Inc Landscaping Maintenance Service
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RANCHO SANTA FE FIRE PROTECTION DISTRICT List of Demands - March 2009

Check Amount Vendor Purpose
19130 $5,525.83 Ninyo and Moore Inc Soil Contamination ‐ Fuel Tank Removal
19131 $39.00 Olson's Hand Car Wash Inc Car Wash
19132 $105,020.78 PERS PERS (Employer Paid)
19133 $165.60 Rannals, Karlena Meetings/Meal Expenses/Reimbursement
19134 $3,238.84 San Diego Gas & Electric Elec/Gas/Propane
19135 $425.00 SDCTOA School Education Reimbursement
19136 $10,621.00 Shapouri & Associates FBR #3 Replacement
19137 $22,384.00 Shapouri Engineering Company Inc FBR #3 Replacement
19138 $130.00 Sherwood, Bruce E CSA‐17 ‐ Supplies
19139 $3,617.97 Silverado Avionics Inc Radio Equipment Replacement
19141 $198.50 Terminix International Monthly Contract Work on Building
19142 $416.84 The Lincoln National Life Ins Co Disability/Life Insurance
19143 $3,187.15 The SoCo Group Inc Gasoline & Diesel Fuel
19144 $223.78 ThyssenKrupp Elevator Inc Elevator Service
19145 $100 44 U P S Shi i S i19145 $100.44 U P S Shipping Service
19146 $3,873.80 U S Bank Corporate Payment System Cal‐Card./IMPAC program
19147 $254.35 Uniform Specialists Inc Uniform ‐ Safety Personnel
19149 $175.00 Vinyard Doors Inc Repair on Building
19150 $770.58 Waste Management Inc Trash Disposal
19151 $156.04 Waxie Sanitary Supply Janitorial Supplies
19152 $263.96 Willis, Erwin L. Computer Equipment/Parts
19153 $5,000.00 WinTech Computer Services Consulting Services
19154 $100.00 A to Z Plumbing Inc Station Maintenance 
19155 $74.91 Aair Purification Systems Reinhart Corp Apparatus ‐ Miscellaneous
19156 $240.95 ABC Mowers & Supply Station Maintenance 
19157 $1,424.72 AT&T Calnet 2 Telephone 
19158 $257.89 AT&T/MCI Telephone 
19160 $48.64 Corporate Clothiers Inc Uniform ‐ Prevention
19161 $2,332.00 County of SD/RCS 800 MHz Network Admin Fees
19162 $108.57 Direct Energy Business ‐ Dallas Elec/Gas/Propane 
19163 $29,842.38 Downtown Ford Sales, INc. 2009 Ford Crew Cab Pickup
19164 $495.00 Fairbanks Ranch Com. Serv. Dis Sewer 
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RANCHO SANTA FE FIRE PROTECTION DISTRICT List of Demands - March 2009

Check Amount Vendor Purpose
19165 $803.40 Fire ETC Inc Apparatus Parts & Supplies
19166 $305.89 Fireblast Inc Apparatus Parts & Supplies
19168 $191.06 Galls Retail Uniform ‐ Safety Personnel
19169 $2,364.09 Guardian Life Insurance Co Dental Insurance
19170 $53,823.20 Health Net Medical Insurance
19171 $635.32 Home Depot, Inc Training Miscl Equipment/Supplies
19172 $437.50 Irvine Valley Air Condit. Inc Monthly Repair/Service on Building 
19173 $8,800.00 Jeff Katz Architecture FBR #3 Replacement
19175 $557.07 Knox Company Inc Apparatus Parts & Supplies
19176 $362.53 L N Curtis & Sons Inc Safety Clothing
19177 $268.00 Life‐Assist Inc CSA‐17 ‐ Supplies
19178 $535.68 Livingstone, David W. Suppression Meal/Lodging/Travel Expenses Reimbursement
19179 $47.13 Metro Fire & Safety Inc Extinguishers
19180 $60.00 Myers‐Stevens & Toohey Co Inc. Disability/Life Insurance
19181 $152 96 N A t P t I A t P t & S li19181 $152.96 Napa Auto Parts Inc Apparatus Parts & Supplies
19182 $17,055.00 North County Dispatch JPA Dispatching
19183 $2,511.65 North County EVS Inc Apparatus Parts & Supplies
19184 $358.78 Olivenhain Municipal Water District Water
19185 $2,948.00 Palomar College In‐Service Taining Program
19186 $5,367.65 San Diego Gas & Electric Elec/Gas/Propane 
19187 $700.00 Santa Fe Irrigation District Vehicle Site Rental
19188 $6,855.57 Silverado Avionics Inc Radio Equipment Replacement
19189 $1,305.61 Stephen J Fitch & Associates Legal Services
19190 $1,340.57 Suburban Propane Training  ‐ Equipment/Supplies
19191 $416.84 The Lincoln National Life Ins Co Disability/Life Insurance
19192 $3,002.72 The SoCo Group Inc Gasoline & Diesel Fuel
19193 $1,546.21 ThyssenKrupp Elevator Inc Elevator Service
19194 $55.95 U P S Shipping Service
19195 $1,049.81 Uniform Specialists Inc Uniform ‐ Safety Personnel
19196 $1,351.46 Verizon Wireless MDT Broadband + ATN Line/Cell phone lines
19197 $240.15 Vista Paint Corp. Hydrant Maintenance
19198 $1,061.79 Waxie Sanitary Supply Janitorial Supplies
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RANCHO SANTA FE FIRE PROTECTION DISTRICT List of Demands - March 2009

Check Amount Vendor Purpose
19200 $140.00 AT&T Telephone 
19201 $558.75 Bay City Electric Works Inc Generator Maintenance
19202 $2,286.31 Blend Outside Printing & Binding
19203 $59.00 Canyon Ridge Communications Inc Pager Repair/Replacement
19204 $1,345.22 Direct Energy Business ‐ Dallas Elec/Gas/Propane 
19205 $335.10 ECMS Alterations
19206 $10,338.50 EDD Unemployment Insurance
19207 $130.00 EMS Personnel Fund CSA‐17 ‐ Supplies
19208 $378.13 Galls Retail Uniform ‐ Safety Personnel
19209 $7,355.00 Geocon Inc FBR #3 Replacement
19210 $74.63 Hunter, Clifford F Prevention Meal/Lodging/Travel Exp
19211 $185.00 Irvine Valley Air Condit. Inc Building ‐ RSF 2
19212 $98.69 Metro Fire & Safety Inc Extinguishers
19213 $16,614.50 Motorola Inc. Radio Equipment Replacement
19214 $239 00 N E th E t i I L d i M i t S i19214 $239.00 New Earth Enterprises Inc Landscaping Maintenance Service
19215 $392.33 Rannals, Karlena Admin ‐ Overnight Conf/Seminars/Meetings/Meal Exp/Mileage Reimb.
19217 $149.50 Terminix International Building ‐ RSF 4
19218 $2,828.11 The SoCo Group Inc Gasoline & Diesel Fuel
19219 $20.00 U P S Shipping Service

$11,281.64 Various Medical Reimbursements
Sub‐total $453,600.19

15‐Mar‐09 $193,124.01 Rancho Santa Fe Fire PD Payroll
30‐Mar‐09 $4,869.60 Rancho Santa Fe Fire PD Payroll
31‐Mar‐09 $234,201.87 Rancho Santa Fe Fire PD Payroll
Sub‐total $432,195.48

TOTAL $885,795.67
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Rancho Santa Fe Fire District
Fire Prevention Bureau Monthly Activity Summary

March  2009

Page 1

PLAN REVIEW

RESIDENTIAL PLAN REVIEWS Number of Structures Sq Footage
Fire Marshal 11 39,849

Fire Inspector 1 0
Urban Forester 0 0

TOTAL 12 39,849

RESIDENTIAL ADDITIONS Original Sq Footage Added Sq Footage
Fire Marshal 18,713 0

Fire Inspector 0 0
Urban Forester 0 0

TOTAL 18,713 2,712

COMMERCIAL PLAN REVIEWS Number of Structures Sq Footage
Fire Marshal 2 0

Fire Inspector 1

TOTAL 3 4,500

TOTAL NEW CONSTRUCTION Sq Footage
Based on permitted Sq  footage Total Added 47,061

FIRE SPRINKLER REVIEWS Commercial Residential
Fire Marshal 0 0

Fire Inspector 2 2

TOTAL 2 2

TENANT IMPROVEMENTS Number of Structures Sq Footage
Fire Marshal 0 0

Fire Inspector 0 0

TOTAL 0 0

LANDSCAPE REVIEWS Number of Reviews Staff Hours
Urban Forester 7 6.5

TOTAL 7 6.5



Rancho Santa Fe Fire District
Fire Prevention Bureau Monthly Activity Summary

March  2009

Page 2

SERVICES PERFORMED

DPLU - Fire Marshal Number Staff Hours
     Project Availability Forms 3 3.0
     Use Permits 2 2.0
     Zaps 0 0.0
     Administrative Review 0 0.0
     Habit Plans 0 0.0
     Approval Letters 3 3.0

TOTAL 8 8.0

INSPECTION SERVICES-  All Staff Number of Inspections Staff Hours
     Undergrounds 2 1.0
     Hydros 6 6.0
     Finals 17 14.0
     Landscape 6 4.0
     Reinspections 2 2.0

 Code Enforcement 7 10.0
 Misc. 7 7.0

TOTAL 47 44.0

HAZARD INSPECTIONS - All Staff Number of Inspections Staff Hours
Top 10 Hazards (# of Parcels Notified)
         #10.  Mt. Israel/Lake Hodges 1 1.0
         #9.  Hacienda Santa Fe 0 0.0
         #8.  San Dieguito River/Zumaque Area 0 0.0
         #7.  Via del Alba 0 0.0
         #6.  La Glorieta 0 0.0
         #5.  La Madreselva 0 0.0
         #4.  Escondido Creek 0 0.0
         #3.  El Camino Real 0 0.0
         #2.  Sun Valley Road 0 0.0
         #1.  Roadway Vegetation/Canopies 0 1.0
    Weed Abatement Inspection 15 7.5
    Weed Abatement Reinspection 5 2.5
    1st Notice 5 1.3
    2nd Notice 3 0.8
    Final Notice 0 0.0
    Forced Abatement 0 0.0
   Homeowner Meeting 3 3.0

TOTAL 32 17.0

Top 10 Hazards notified this month 1/1243
Top 10 Hazards notified YTD 229/1243
Shelter-In-Place Communities (5) 5/5



Rancho Santa Fe Fire District
Fire Prevention Bureau Monthly Activity Summary

March  2009

Page 3

SERVICES PERFORMED

GRADING - Fire Marshal Number of Inspections Staff Hours
    Plan Review 3 3.0
   Site Inspection 0 0.0

TOTAL 3 3.0

SPECIAL PROJECTS - All Staff Number of Inspections Staff Hours
    GIS Mapping 0
    Fuels Mitigation 0
    Special Projects/Other 46.0
    Continuing Education (Staff Hours)
                                                         TOTAL 0 46.0

FIRE PREVENTION  - All Staff Number Staff Hours
Incoming Phone Calls 261 35.3
Consultations 3 3.0
General Office 10.0

TOTAL 264 38.3

PUBLIC EDUCATION - PRC Number Staff Hours

    Web Master (Website hits and hours worked) 2,527 9.0
    Graphic Design 0.0
    Communication & Relations 5.0
                           Number of Releases 0.0
    Education: Design and Prepare 21.0
    Education: Presentations 133.0 14.0
                           Number Reached: Children
                           Number Reached: Adults
                           In Service Staff Training
                           Child Safety Seat Installations 8.0 8.0
    Clerical 65.0
    Continuing Education 3.0
    Special Projects 10.0

TOTAL 2,668.0 135.0

Office Support Coordinator-Prevention Number Staff Hours
     Phone Calls (All Administrative Staff) 376 18.8
    Walk in/Counter (All Administrative Staff) 142 7.1
     Knox Application Request 6 0.5
     UPS Outgoing Shipments 10 0.8
     Plan Accepted/Routed 40 6.7
    Training Classes:
    Outside Meetings

TOTAL 33.9
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2004 Jan-04 Feb-04 Mar-04 Apr-04 May-04 Jun-04 Jul-04 Aug-04 Sep-04 Oct-04 Nov-04 Dec-04
23,737 61,058 68,214 87,768 128,876 165,585 273,075 138,232 262,895 137,914 237,348 235,335

2005 Jan-05 Feb-05 Mar-05 Apr-05 May-05 Jun-05 Jul-05 Aug-05 Sep-05 Oct-05 Nov-05 Dec-05
39,985 132,738 452,849 447,022 405,857 366,244 222,683 1,008,098 183,972 440,457 284,495 259,612

2006 Jan-06 Feb-06 Mar-06 Apr-06 May-06 Jun-06 Jul-06 Aug-06 Sep-06 Oct-06 Nov-06 Dec-06
46,126 205,163 337,951 434,515 1,088,179 235,495 148,424 170,111 128,957 96,576 85,093 89,508

2007 Jan-07 Feb-07 Mar-07 Apr-07 May-07 Jun-07 Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07
158,437 56,423 241,123 122,953 216,739 42,555 255,724 151,428 70,034 30,360 94,413 121,125

2008 Jan-08 Feb-08 Mar-08 Apr-08 May-08 Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08
166,243 42,871 54,537 52,307 172,708 15,308 17,050 40,658 141,204 85,693 83,616 27,228

2009 Jan-09 Feb-09 Mar-09 Apr-09 May-09 Jun-09 Jul-09 Aug-09 Sep-09 Oct-09 Nov-09 Dec-09
68,294 65,561 47,061 0 0 0 0 0 0 0 0 0

January  2008
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Rancho Santa Fe Fire Protection District 
Incident Response Report

April 2009 Board Report

2006 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total Responses
Responses 150 124 124 104 169 161 174 190 149 174 185 207 1,911
YTD 150 274 398 502 671 832 1,006 1,196 1,345 1,519 1,704 1,911 18% increase

2007 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total Responses
Responses 184 146 187 164 166 199 196 229 193 243 205 198 2,310
YTD 184 330 517 681 847 1,046 1,242 1,471 1,664 1,907 2,112 2,310 21% increase

2008 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD Responses
Responses 178 168 154 187 216 181 178 183 188 212 196 206 2,247
YTD 178 346 500 687 903 1,084 1,262 1,445 1,633 1,845 2,041 2,247 2.7% decrease

2009 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD Responses
Responses 182 150 160 492
YTD 182 332 492
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  RESOLUTION No. 2009‐02 
 

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE RANCHO SANTA FE FIRE 
PROTECTION  DISTRICT  TO  PARTICIPATE  IN  THE  SAN  DIEGO  COUNTY  FIRE 
MITIGATION FEE PROGRAM  

       
  WHEREAS, the Rancho Santa Fe Fire Protection District is anticipating that new development 
will occur within  the district which will  cause  the need  for  the expansion of existing  fire protection 
facilities; and  
 
  WHEREAS,  the Rancho Santa Fe Fire Protection District  is currently participating  in  the San 
Diego County's Fire Mitigation Program; and  
 
  WHEREAS, the County of San Diego is empowered to collect mitigation fees from applicants 
for new development for the purpose of the expansion of fire protection and firefighting facilities and 
equipment; and 
 
  WHEREAS, the County of San Diego has established fee ceilings for types of construction by 
Chapter 3 of Division 10 of Title 8 (commencing with § 810.301) of the San Diego County Code; and 
 
  WHEREAS, the County of San Diego has amended Chapter 3, Division 10 of Title 8 of the San 
Diego County Code of Regulatory Ordinances relating to fire mitigation fees; and 
 
  WHEREAS,  the Rancho Santa Fe Fire Protection District  intend hereby  to  comply with  said 
amendments to continue to participate in the fire mitigation fee program. 
 
  IT IS HEREBY FOUND THAT: 
  (1)  The Rancho Santa Fe Fire Protection District does not have existing facilities which could 

be used to provide an adequate level of service to new development within the district's 
boundaries; and 

 
  (2)  The Rancho Santa Fe Fire Protection District does not have sufficient funds available to 

construct  additional  facilities  from  fund  balances,  capital  facility  funds,  property  tax 
sources, or any other appropriate sources; and 

 
  (3)  The  lack of  fire protection  facilities and equipment  to  serve new development would 

create a situation perilous to the public health and safety if fire mitigation fees are not 
levied within the district; and 

 
  (4)  The annexation fees and plan check fees charged by the Rancho Santa Fe Fire Protection 

District  do  not  include  a  payment  toward  the  costs  of  capital  facility  and  equipment 
expansion as a component of the fee. 
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  NOW, THEREFORE, BE IT RESOLVED THAT: 
  (1)  The Rancho Santa Fe Fire Protection District requests the County to collect 100% of the 

ceiling  amount  of  the  fire mitigation  fee  on  the  district's  behalf  from  applicants  for 
building permits.   This percentage of the ceiling fee  is equal to or  less than the capital 
facility expansion needs caused by new development. 

 
  (2)  The fee amounts do not exceed the ceiling for fire mitigation fees established by the San 

Diego County Board of Supervisors. 
 
  (3)  Mitigation fees paid under this program will be used to expand the availability of capital 

facilities and equipment to serve new development. 
 
  (4)  The  district  shall  place  all  funds  received  by  the  County  under  this  program,  and  all 

interest  subsequently  accrued  by  the  district  on  these  funds,  in  a  separate  budget 
accounting category to be known as the "San Diego County Fire Mitigation Fee.” 

 
  (5)  The district shall expend funds from said "San Diego County Fire Mitigation Fee" budget 

accounting category only for the purposes of providing capital facilities and equipment 
to serve new development. 

 
  (6)  The district shall submit a Fire Mitigation Fee Annual Report, not later than August 29 of 

each year, to the Director of the Office of Disaster Preparedness specifying the amount 
of funds collected and the expenditures by category.  In addition, the report shall specify 
the actions the district plans to take to alleviate the facility and equipment needs caused 
by new development in a Multi‐Year Facilities and Equipment Plan adopted at a noticed 
public hearing.  The district shall make available, upon request by the Director, a copy of 
its annual audit report. 

 
  (7)  The district shall make  its records available  to  the public on request, which  justify  the 

basis for the fee amount. 
 
  (8)  The district shall hold San Diego County harmless for any errors made by the County in 

collecting and/or transmitting these fees to the district. 
 
  (9)  The district agrees  to a  review of  revenues and expenditures collected and dispensed 

pursuant  to  this  resolution each  fiscal year by a committee established by  the County 
Board of Supervisors. 

 
  (10)  The  district  shall  make  findings,  with  respect  to  any  portion  of  the  fee  remaining 

unexpended or uncommitted  in  its account five or more years after deposit of the fee, 
to  identify the purpose to which the fee  is to be put and to demonstrate a reasonable 
relationship between  the  fee and  the purpose  for which  it was  charged.   The agency 
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shall refund to the then current record owner or owners of the development project or 
projects on a prorated basis  the unexpended or uncommitted portion of  the  fee, and 
any interest accrued thereon, for which need cannot be demonstrated. 

 
  (11)  By  April  16  of  each  year  following  the  year  of  original  adoption  of  this  District's 

resolution,  the Rancho  Santa  Fe  Fire Protection District  shall  submit  a  copy of  a new 
resolution adopted by the Board of Directors making the required findings and setting 
the percentage off the fire mitigation ceiling requested by the District. 

 
  (12)  All fees collected pursuant to the San Diego County Fire Mitigation Fee Ordinance shall 

be used by the District for providing for capital facilities and equipment. 
 
  (13)  "Facilities and Equipment" means any long‐term capital facilities and equipment used by 

the  Rancho  Santa  Fe  Fire  Protection  District  for  suppression  or  emergency medical 
services,  including  station  construction,  station  expansion  and  fire  or  emergency 
medical apparatus. 

 
  BE  IT  FURTHER  RESOLVED  that  this  resolution  supersede  Resolution  No.  2008‐01  To 
Participate in the Fire Mitigation Fee Program adopted February 13, 2008. 
 
  PASSED AND ADOPTED at a regular meeting of the Board of Directors of the Rancho Santa 
Fe Fire Protection District on April 8, 2009 by the following vote: 
 

AYES:      
NOES:     
ABSENT:    
ABSTAIN:    

 
 

______________________________________ 
  JAMES H ASHCRAFT 
  President 
ATTEST: 
 
 
   
_____________________________________ 
Karlena Rannals 
Secretary 



  RESOLUTION No. 2009‐03 
 

A RESOLUTION OF THE BOARD OF DIRECTORS OF THE 
RANCHO SANTA FE FIRE PROTECTION DISTRICT SETTING 

BENEFIT CHARGES FOR FISCAL YEAR 2009/2010 
 
BE IT RESOLVED, that pursuant to the Rancho Santa Fe Fire Protection District Board of Directors 
meeting held April 8, 2009 this board has determined that charges for providing fire protection 
services by the Rancho Santa Fe Fire Protection District for fiscal year 2009/2010 shall appear as a 
separate item on tax bills and collected at the same time and in the same manner as ordinary 
county ad valorum taxes and caused to be prepared and filed, written reports describing real 
property receiving fire protection services. 
 
The amount of charges for each parcel for fiscal year 2009/2010 have been computed in conformity 
with the procedure set forth in, and charges described by applicable ordinances and resolution of 
the fire protection district. 
 
THEREFORE, it is hereby determined and ordered as follows: 

1.  That each and every charge set forth in said report is adopted; 
2.  That said reports are hereby confirmed; 
3.  That said reports as confirmed by this board be filed with the Auditor & 

Controller of the County of San Diego; 
4.  The cost for fiscal year 2009/2010 shall be $2.50 per benefit unit. 

 
PASSED AND ADOPTED at a regular meeting of the Board of Directors of the Rancho 

Santa Fe Fire Protection District on April 8, 2009 by the following vote: 
 

AYES:     
NOES:     
ABSTAIN:   
ABSENT:   

 
 

 
  JAMES H ASHCRAFT 

  President 
ATTEST 
 
 
                                                                      
Karlena Rannals 
Secretary 



Resolution No. 2009‐03 
 
STATE OF CALIFORNIA 

COUNTY OF SAN DIEGO 

 

 

 

I, KARLENA RANNALS, Secretary, Rancho Santa Fe Fire Protection District, Board of Directors 

hereby certify that I have compared the foregoing copy with the original resolution adopted by 

said board at its regular meeting on April 8, 2009, which original resolution is on file in my 

office; and that same contains a full, true and correct transcript there from and of the whole 

thereof. 

 

Witness my hand this _______ day of ___________, 2009. 

 

 

 
__________________________________________ 
KARLENA RANNALS 
Secretary 
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STAFF REPORT                      NO.    09‐06 

TO:    BOARD OF DIRECTORS 

    NICHOLAS PAVONE, FIRE CHIEF 

FROM:    KARLENA RANNALS, ADMINISTRATIVE MANAGER  

SUBJECT:    BENEFIT FEE PROCESSING CONTRACT 

DATE:    APRIL 2, 2009 

 

BACKGROUND 
On November  7,  2008,  the  County  of  San Diego Department  of  Public Works  (DPW)  informed  the 
District  that  they would  no  longer  be  performing  the  service  of  benefit  fee  assessment  processing 
which they had been doing  for over 20 years.   On December 3, 2008,  I attended a meeting at DPW.  
DPW stated that they would not be performing this service due to an outdated computer mainframe; 
however, the County was working on an alternative solution and would hold a meeting in January.  On 
January  27,  2009,  I  attended  a  follow‐up meeting,  and  was  informed  that  the  County  would  not 
process special tax assessments for the upcoming fiscal year.  Since other Fire District’s were affected 
by the discontinuation of this service, seven agencies agreed to collaborate and develop a Request for 
Proposal (RFP) for processing services.  The partners in this collaborative effort include Alpine, Bonita‐
Sunnyside, Borrego Springs, Deer Springs,  Julian, Lakeside, and San Miguel Fire Districts.   Alpine Fire 
District took the lead on this project.   
 
On  February  25,  2009,  the  seven Districts  interviewed  all  vendors who  responded  to  the  RFP  and 
selected Willdan Financial Services to perform the service.  A contract was produced and sent to legal 
counsel  for  review and approval.   Note:   Alpine Fire District contracts with Stephen  J Fitch  for  legal 
services. 
 
 CURRENT SITUATION 
Time  is of the essence regarding the approval of this contract as the Districts are required to have all 
processing completed no later than August 10th and transferred to the County Assessor for collections.   
 
The proposed contract between Willdan Financial Services and District for Special Tax Administration is 
for the fiscal years 2009‐2010 through 2011/2012 with two (2) one (1) year options to renew for fiscal 
years 2012/2013 and 2013/2014.  Lakeside and San Miguel Fire Districts’ chose not to participate in the 
final contract. 
 
RECOMMENDATION 
Approve the contract between Rancho Santa Fe Fire Protection District and Willdan Financial Services 
for Benefit Fee Processing and authorize the Board President to execute the document. 
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STAFF REPORT                      NO.    09‐07 

TO:    BOARD OF DIRECTORS 

    NICHOLAS PAVONE, FIRE CHIEF 

FROM:    JAMES STURTEVANT, BATTALION CHIEF 

SUBJECT:    BUDGET AUTHORIZATION 

DATE:    APRIL 2, 2009 

 

The following budget action is requested for approval and/or modification: 
 

Description  FY 08/09 
Budget 

Funding  
Request 

Funding  
Source 

Action Requested  

Thermal Image 
Camera T320 (Qty 2)  $20,000  $22,402.50 

Capital Equipment 
Replacement 

100% General Fund 
Authorize purchase 

JUSTIFICATION for Funding Request:   
Staff is seeking authorization to purchase two (2) replacement Thermal Image Cameras: 

• The  replacement  of  two  thermal  imaging  cameras was  approved  in  the  08/09 
budget.  The Thermal Imaging Cameras to be purchased are the Bullard T320 at a cost of 
$11,201.25  per  unit.    Our  current  Thermal  Imaging  Cameras,  (Draegers),  are  over 
fourteen (14 yrs) old, heavy, large and use outdated technology.  The Bullard T320 has a 
state‐of‐the‐art imager, lightweight, durable, and a relative heat indicator. 

•  Due to the change  in technology and an  increase  in California sales tax, the cost 
for the cameras went from $20,000.00 to 22,402.50. 

• The  replaced  cameras  will  be  retained  by  the  District  and  placed  on  reserve 
apparatus. 
 

 



 
 
************************************************************************************* 

Auditor’s Required Communication to the Governing Board 
************************************************************************************* 
 
The Statement on Auditing Standards (SAS) No. 114, establishes a requirement for auditors to 
communicate certain matters related to the conduct of the audit to those who have responsibility 
for oversight of the financial reporting process and those charged with governance (the 
Governing Board).  

The principal purposes of communication with the Governing Board are to: 

a. Communicate clearly with those charged with governance the responsibilities of the 
auditor in relation to the financial statement audit, and an overview of the scope and 
timing of the audit. 

b. Obtain from those charged with governance information relevant to the audit. 

c. Provide those charged with governance with timely observations arising from the audit 
that are relevant to their responsibilities in overseeing the financial reporting process. 

This communication is usually completed during an Audit Entrance Conference and an Audit 
Exit Conference with the entity’s Ad Hoc Audit Committee. This communication will address 
the auditor’s responsibilities under generally accepted auditing standards, the planned scope and 
timing of the audit, significant accounting policies, qualitative aspects of accounting practices, 
management judgments and accounting estimates, corrected and uncorrected misstatements, 
significant audit adjustments, any disagreements with management, management’s 
representations to the auditor, management’s consultation with other independent accountants, 
major issues and/or findings discussed with management, and difficulties encountered in 
performing the audit. Also, Government Auditing Standards requires an additional reporting 
standard that auditors must follow.  It requires the auditor to communicate his/her responsibility 
in a financial statement audit, including responsibilities for testing and reporting on internal 
controls and compliance with laws and regulations.   

Therefore, we ask the Governing Board to appoint two or, if the entity has more than five board 
members, more members of the Governing Board to form an Ad Hoc Audit Committee to meet 
with management and the auditor during an Audit Entrance Conference before June 30th and an 
Audit Exit Conference upon completion of the audit and presentation of the draft financial 
statements and management letter. 

During the audit process for fiscal year 2009, we will continue to update the Governing Board in 
regards to the audit status with “Fiscal Year 2009 Audit Status Reports” so that the Governing 
Board is apprised of key audit dates and the audit’s progress and completion throughout the audit 
process. 

Thank you, 

 

Paul J. Kaymark, CPA 
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AU Section 380

The Auditor’s Communication With Those
Charged With Governance

(Supersedes SAS No. 61)

Source: SAS No. 114.

Effective for audits of financial statements for periods beginning on or after
December 15, 2006.

.01 This section establishes standards and provides guidance on the audi-
tor's communication with those charged with governance in relation to an audit
of financial statements.1 Although this section applies regardless of an entity's
governance structure or size, particular considerations apply where all of those
charged with governance are involved in managing an entity. This section does
not establish requirements regarding the auditor's communication with an en-
tity's management or owners unless they are also charged with a governance
role.

.02 This section has been drafted in terms of an audit of financial state-
ments, but may also be applied, adapted as necessary in the circumstances, to
audits of other historical financial information when those charged with gover-
nance have a responsibility to oversee the preparation and presentation of the
other historical financial information.

.03 For purposes of this section:

a. Those charged with governance means the person(s) with responsibil-
ity for overseeing the strategic direction of the entity and obligations
related to the accountability of the entity. This includes overseeing the
financial reporting process. In some cases, those charged with gover-
nance are responsible for approving the entity's financial statements
(in other cases management has this responsibility). For entities with
a board of directors, this term encompasses the term board of direc-
tors or audit committee used elsewhere in generally accepted auditing
standards.

b. Management means the person(s) responsible for achieving the objec-
tives of the entity and who have the authority to establish policies and
make decisions by which those objectives are to be pursued. Manage-
ment is responsible for the financial statements, including designing,
implementing, and maintaining effective internal control over finan-
cial reporting.

.04 Recognizing the importance of effective two-way communication to the
audit, this section provides a framework for the auditor's communication with
those charged with governance and identifies some specific matters to be com-
municated with them. Additional matters to be communicated are identified

1 The provisions of this section apply to audits of financial statements prepared either in accor-
dance with generally accepted accounting principles or in accordance with a comprehensive basis of
accounting other than generally accepted accounting principles. References in this section to generally
accepted accounting principles are intended to also refer to other comprehensive bases of accounting
when the reference is relevant to the basis of accounting used.

AU §380.04
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in other Statements on Auditing Standards (see Appendix A [paragraph .66]).
Further matters may be communicated by agreement with those charged with
governance or management, or in accordance with external requirements.

.05 The auditor must communicate with those charged with governance
matters related to the financial statement audit that are, in the auditor's profes-
sional judgment, significant and relevant to the responsibilities of those charged
with governance in overseeing the financial reporting process.

.06 Clear communication of specific matters in accordance with this section
is an integral part of every audit. However, the auditor is not required to perform
procedures specifically to identify other significant matters to communicate
with those charged with governance.

The Role of Communication
.07 The principal purposes of communication with those charged with gov-

ernance are to:

a. Communicate clearly with those charged with governance the respon-
sibilities of the auditor in relation to the financial statement audit, and
an overview of the scope and timing of the audit.

b. Obtain from those charged with governance information relevant to
the audit.

c. Provide those charged with governance with timely observations aris-
ing from the audit that are relevant to their responsibilities in over-
seeing the financial reporting process.

.08 This section focuses primarily on communications from the auditor to
those charged with governance. However, effective two-way communication is
also very important in assisting:

a. The auditor and those charged with governance in understanding mat-
ters related to the audit in context, and in developing a constructive
working relationship. This relationship is developed while maintain-
ing the auditor's independence and objectivity.

b. The auditor in obtaining from those charged with governance infor-
mation relevant to the audit. For example, those charged with gover-
nance may assist the auditor in understanding the entity and its envi-
ronment, in identifying appropriate sources of audit evidence, and in
providing information about specific transactions or events.

c. Those charged with governance in fulfilling their responsibility to over-
see the financial reporting process, thereby reducing the risks of ma-
terial misstatement of the financial statements.

.09 Although the auditor is responsible for communicating specific mat-
ters in accordance with this section, management also has a responsibility to
communicate matters of governance interest to those charged with governance.
Communication by the auditor does not relieve management of this responsi-
bility.

Legal Considerations
.10 In certain circumstances, the auditor may be required to report to a reg-

ulatory or enforcement body certain matters communicated with those charged
with governance. For example, governmental auditing standards require audi-
tors to report fraud, illegal acts, violations of provisions of contracts or grant

AU §380.05
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agreements, and abuse directly to parties outside the audited entity in certain
circumstances.

.11 In rare circumstances, laws or regulations may prevent the auditor
from communicating certain matters with those charged with governance, or
others within the entity. For example, laws or regulations may specifically pro-
hibit a communication, or other action, that might prejudice an investigation
by an appropriate authority into an actual or suspected illegal act. In such
circumstances, it may be appropriate for the auditor to seek legal advice.

Those Charged With Governance
.12 The auditor should determine the appropriate person(s) within the en-

tity's governance structure with whom to communicate. The appropriate per-
son(s) may vary depending on the matter to be communicated.

.13 Governance structures vary by entity, reflecting influences such as size
and ownership characteristics. For example:

• In some entities, those charged with governance hold positions that are
an integral part of the entity's legal structure, for example, company
directors. For other entities, a body that is not part of the entity may
be charged with governance, as with some government agencies.

• In some cases, some or all of those charged with governance also
have management responsibilities. In others, those charged with gov-
ernance and management are different people.

.14 In most entities, governance is the collective responsibility of a govern-
ing body, such as a board of directors, a supervisory board, partners, proprietors,
a committee of management, trustees, or equivalent persons. In some smaller
entities, however, one person may be charged with governance, such as the
owner-manager where there are no other owners, or a sole trustee. When gov-
ernance is a collective responsibility, a subgroup, such as an audit committee or
even an individual, may be charged with specific tasks to assist the governing
body in meeting its responsibilities.

.15 Such diversity means that it is not possible for this section to specify
for all audits the person(s) with whom the auditor is to communicate particular
matters. Also, in some cases the appropriate person(s) with whom to commu-
nicate may not be clearly identifiable from the engagement circumstances, for
example, entities where the governance structure is not formally defined, such
as some family-owned entities, some not-for-profit organizations, and some gov-
ernment entities. The auditors understanding of the entity's governance struc-
ture and processes obtained in accordance with section 314, Understanding the
Entity and Its Environment and Assessing the Risks of Material Misstatement,
is relevant in deciding with whom to communicate matters.

.16 When the appropriate person(s) with whom to communicate are not
clearly identifiable, the auditor and the engaging party should agree on the
relevant person(s) within the entity's governance structure with whom the au-
ditor will communicate. When the entity being audited is a component2 of a
group,3 the appropriate person(s) with whom to communicate is dependent on
the nature of the matter to be communicated and the terms of the engagement.

2 Component means a head office, parent, division, branch, subsidiary, joint venture, associated
company, equity investee, or other entity whose financial information is or should be included in the
consolidated financial statements of a group.

3 Group means an entity whose consolidated financial statements include or should include fi-
nancial information of more than one component.

AU §380.16
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Communication With the Audit Committee or Other Subgroup of
Those Charged With Governance

.17 Audit committees (or similar subgroups with different names) exist in
many entities. Although their specific authority and functions may differ, com-
munication with the audit committee, where one exists, is a key element in the
auditor's communication with those charged with governance. Good governance
principles suggest that:

• The auditor has access to the audit committee as necessary.

• The chair of the audit committee and, when relevant, the other mem-
bers of the audit committee, meet with the auditor periodically.

• The audit committee meets with the auditor without management
present at least annually.

.18 The auditor should evaluate whether communication with a subgroup
of those charged with governance, such as the audit committee or an individ-
ual, adequately fulfills the auditor's responsibility to communicate with those
charged with governance. When considering communicating with a subgroup of
those charged with governance, the auditor may take into account such matters
as:

• The respective responsibilities of the subgroup and the governing body.

• The nature of the matter to be communicated.

• Relevant legal or regulatory requirements.

• Whether the subgroup (a) has the authority to take action in relation to
the information communicated and (b) can provide further information
and explanations the auditor may need.

• Whether the auditor is aware of potential conflicts of interest between
the subgroup and other members of the governing body.

• Whether there is also a need to communicate the information, in full
or in summary form, to the governing body. This decision may be influ-
enced by the auditor's assessment of how effectively and appropriately
the subgroup communicates relevant information with the governing
body. The auditor retains the right to communicate with the governing
body, a fact the auditor may make explicit in the terms of the engage-
ment.

Communication With Management
.19 Many matters may be discussed with management in the ordinary

course of an audit, including matters to be communicated with those charged
with governance in accordance with this section. Such discussions recognize
management's executive responsibility for the conduct of the entity's operations
and, in particular, management's responsibility for the financial statements.

.20 Before communicating matters with those charged with governance,
the auditor may discuss them with management unless that is inappropriate.
For example, it may not be appropriate to discuss with management questions
of management's competence or integrity. In addition to recognizing manage-
ment's responsibility, these initial discussions may clarify facts and issues, and
give management an opportunity to provide further information and expla-
nations. Similarly, when the entity has an internal audit function, the auditor
may discuss matters with the internal auditor before communicating with those
charged with governance.

AU §380.17
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When All of Those Charged With Governance Are Involved in
Managing the Entity

.21 In some cases, all of those charged with governance are involved in
managing the entity. In these cases, if matters required by this section are
communicated with person(s) with management responsibilities, and those per-
son(s) also have governance responsibilities, the matters need not be commu-
nicated again with those same person(s) in their governance role.

.22 When all of those charged with governance are involved in managing
the entity, the auditor should consider whether communication with person(s)
with financial reporting responsibilities adequately informs all of those with
whom the auditor would otherwise communicate in their governance capacity.
(See paragraphs .12 and .18.)

Matters to Be Communicated
.23 The auditor should communicate with those charged with governance:

a. The auditor's responsibilities under generally accepted auditing stan-
dards (see paragraphs .26 through .28);

b. An overview of the planned scope and timing of the audit (see para-
graphs .29 through .33); and

c. Significant findings from the audit (see paragraphs .34 through .44).

.24 Management's communication of these matters to those charged with
governance does not relieve the auditor of the responsibility to also commu-
nicate them. However, communication of these matters by management may
affect the form or timing of the auditor's communication.

.25 Nothing in this section precludes the auditor from communicating any
other matters to those charged with governance.

The Auditor’s Responsibilities Under Generally Accepted
Auditing Standards

.26 The auditor should communicate with those charged with governance
the auditor's responsibilities under generally accepted auditing standards, in-
cluding that:

a. The auditor is responsible for forming and expressing an opinion about
whether the financial statements that have been prepared by man-
agement with the oversight of those charged with governance are pre-
sented fairly, in all material respects, in conformity with generally
accepted accounting principles.

b. The audit of the financial statements does not relieve management or
those charged with governance of their responsibilities.

These responsibilities may be communicated through the engagement letter, or
other form of contract that records the terms of the engagement, if that letter
or contract is provided to those charged with governance.

.27 The auditor may also communicate that:

a. The auditor is responsible for performing the audit in accordance with
generally accepted auditing standards and that the audit is designed
to obtain reasonable, rather than absolute, assurance about whether
the financial statements are free of material misstatement.

AU §380.27
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b. An audit of financial statements includes consideration of internal con-
trol over financial reporting as a basis for designing audit procedures
that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal con-
trol over financial reporting.

c. The auditor is responsible for communicating significant matters re-
lated to the financial statement audit that are, in the auditor's profes-
sional judgment, relevant to the responsibilities of those charged with
governance in overseeing the financial reporting process. Generally
accepted auditing standards do not require the auditor to design pro-
cedures for the purpose of identifying other matters to communicate
with those charged with governance.

d. When applicable, the auditor is also responsible for communicating
particular matters required by laws or regulations, by agreement with
the entity or by additional requirements applicable to the engagement.

.28 Section 550, Other Information in Documents Containing Audited Fi-
nancial Statements, establishes the auditor's responsibility for information pre-
pared by management that accompanies the audited financial statements.4 If
the entity includes other information in documents containing audited finan-
cial statements, the auditor should communicate with those charged with gov-
ernance the auditor's responsibility with respect to such other information, any
procedures performed relating to the other information, and the results.

Planned Scope and Timing of the Audit
.29 The auditor should communicate with those charged with governance

an overview of the planned scope and timing of the audit. However, it is impor-
tant for the auditor not to compromise the effectiveness of the audit, particularly
where some or all of those charged with governance are involved in managing
the entity. For example, communicating the nature and timing of detailed audit
procedures may reduce the effectiveness of those procedures by making them
too predictable. Certain factors described in paragraph .53 may be relevant in
determining the nature and extent of this communication.

.30 Communication regarding the planned scope and timing of the audit
may:

a. Assist those charged with governance in understanding better the con-
sequences of the auditor's work for their oversight activities, discussing
with the auditor issues of risk and materiality, and identifying any ar-
eas in which they may request the auditor to undertake additional
procedures; and

b. Assist the auditor to understand better the entity and its environment.

.31 Matters communicated may include the following:

• How the auditor proposes to address the significant risks of material
misstatement, whether due to fraud or error.

• The auditor's approach to internal control relevant to the audit, in-
cluding, when applicable, whether the auditor will express an opinion
on the effectiveness of internal control over financial reporting.

4 Guidance on the auditor's consideration of other information is also provided by section 558,
Required Supplementary Information, and section 551, Reporting on Information Accompanying the
Basic Financial Statements in Auditor-Submitted Documents.

AU §380.28
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• The concept of materiality in planning and executing the audit, fo-
cusing on the factors considered rather than on specific thresholds or
amounts.

• Where the entity has an internal audit function, the extent to which
the auditor will use the work of internal audit, and how the external
and internal auditors can best work together.

.32 Other planning matters that the auditor may consider discussing with
those charged with governance include:

• The views of those charged with governance about:

— The appropriate person(s) in the entity's governance structure
with whom to communicate.

— The allocation of responsibilities between those charged with gov-
ernance and management.

— The entity's objectives and strategies, and the related business
risks that may result in material misstatements.

— Matters those charged with governance consider warrant particu-
lar attention during the audit, and any areas where they request
additional procedures to be undertaken.

— Significant communications with regulators.

— Other matters those charged with governance believe are relevant
to the audit of the financial statements.

• The attitudes, awareness, and actions of those charged with gover-
nance concerning (a) the entity's internal control and its importance
in the entity, including how those charged with governance oversee the
effectiveness of internal control and (b) the detection or the possibility
of fraud.

• The actions of those charged with governance in response to devel-
opments in financial reporting, laws, accounting standards, corporate
governance practices, and other related matters.

• The actions of those charged with governance in response to previous
communications with the auditor.

.33 While communication with those charged with governance may assist
the auditor in planning the scope and timing of the audit, it does not change
the auditor's sole responsibility to determine the overall audit strategy and the
audit plan, including the nature, timing, and extent of procedures necessary to
obtain sufficient appropriate audit evidence.

Significant Findings From the Audit
.34 The auditor should communicate with those charged with governance

the following matters:

a. The auditor's views about qualitative aspects of the entity's significant
accounting practices, including accounting policies, accounting esti-
mates, and financial statement disclosures (see paragraphs .37 and
.38).

b. Significant difficulties, if any, encountered during the audit (see para-
graph .39).

c. Uncorrected misstatements, other than those the auditor believes are
trivial, if any (see paragraphs .40 and .41).

d. Disagreements with management, if any, (see paragraph .42).

AU §380.34
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e. Other findings or issues, if any, arising from the audit that are, in
the auditor's professional judgment, significant and relevant to those
charged with governance regarding their oversight of the financial re-
porting process.

.35 Unless all of those charged with governance are involved in managing
the entity, the auditor also should communicate:

a. Material, corrected misstatements that were brought to the at-
tention of management as a result of audit procedures. The audi-
tor also may communicate other corrected immaterial misstate-
ments, such as frequently recurring immaterial misstatements
that may indicate a particular bias in the preparation of the fi-
nancial statements.

b. Representations the auditor is requesting from management. The
auditor may provide those charged with governance with a copy
of management's written representations.

c. Management's consultations with other accountants (see para-
graph .43).

d. Significant issues, if any, arising from the audit that were dis-
cussed, or the subject of correspondence, with management (see
paragraph .44).

.36 The communication of significant findings from the audit may include
requesting further information from those charged with governance in order
to complete the audit evidence obtained. For example, the auditor may confirm
that those charged with governance have the same understanding of the facts
and circumstances relevant to specific transactions or events.

Qualitative Aspects of the Entity’s Significant Accounting Practices
.37 Generally accepted accounting principles provide for the entity to make

accounting estimates and judgments about accounting policies and financial
statement disclosures. Open and constructive communication about qualitative
aspects of the entity's significant accounting practices may include comment on
the acceptability of significant accounting practices. Appendix B [paragraph
.67] provides guidance on the matters that may be included in this communi-
cation.

.38 The auditor should explain to those charged with governance why the
auditor considers a significant accounting practice not to be appropriate and,
when considered necessary, request changes. If requested changes are not made,
the auditor should inform those charged with governance that the auditor will
consider the effect of this on the financial statements of the current and future
years, and on the auditor's report.

Significant Difficulties Encountered During the Audit
.39 The auditor should inform those charged with governance of any sig-

nificant difficulties encountered in dealing with management related to the
performance of the audit. Significant difficulties encountered during the audit
may include such matters as:

• Significant delays in management providing required information.

• An unnecessarily brief time within which to complete the audit.

• Extensive unexpected effort required to obtain sufficient appropriate
audit evidence.

• The unavailability of expected information.

AU §380.35



P1: JsY

ACPA042-p591-686 ACPA042-Vol-I-PS.cls July 16, 2008 17:16

The Auditor’s Communication With Governance 683

• Restrictions imposed on the auditors by management.

• Management's unwillingness to provide information about manage-
ment's plans for dealing with the adverse effects of the conditions or
events that lead the auditor to believe there is substantial doubt about
the entity's ability to continue as a going concern.

In some circumstances, such difficulties may constitute a scope limitation that
leads to a modification of the auditor's opinion.

Uncorrected Misstatements
.40 Section 312, Audit Risk and Materiality in Conducting an Audit, re-

quires the auditor to accumulate all known and likely misstatements identi-
fied during the audit, other than those that the auditor believes are trivial, and
communicate them to the appropriate level of management. The auditor should
communicate with those charged with governance uncorrected misstatements
and the effect that they may have on the opinion in the auditor's report, and re-
quest their correction. In communicating the effect that material uncorrected
misstatements may have on the opinion in the auditor's report, the auditor
should communicate them individually. Where there are a large number of
small uncorrected misstatements, the auditor may communicate the number
and overall monetary effect of the misstatements, rather than the details of
each individual misstatement.

.41 The auditor should discuss with those charged with governance the
implications of a failure to correct known and likely misstatements, if any,
considering qualitative as well as quantitative considerations, including possi-
ble implications in relation to future financial statements. The auditor should
also communicate with those charged with governance the effect of uncorrected
misstatements related to prior periods on the relevant classes of transactions,
account balances or disclosures, and the financial statements as a whole.

Disagreements With Management
.42 The auditor should discuss with those charged with governance any

disagreements with management, whether or not satisfactorily resolved, about
matters that individually or in the aggregate could be significant to the entity's
financial statements or the auditor's report. Disagreements with management
may occasionally arise over, among other things, the application of account-
ing principles to the entity's specific transactions and events and the basis for
management's judgments about accounting estimates. Disagreements may also
arise regarding the scope of the audit, disclosures to be included in the entity's
financial statements, and the wording of the auditor's report. For purposes of
this section, disagreements do not include differences of opinion based on in-
complete facts or preliminary information that are later resolved.

Management’s Consultations With Other Accountants
.43 In some cases, management may decide to consult with other accoun-

tants about auditing and accounting matters. When the auditor is aware that
such consultation has occurred, the auditor should discuss with those charged
with governance his or her views about significant matters that were the subject
of such consultation.5

5 Circumstances in which the auditor should be informed of such consultations are described in
paragraph .07 of section 625, Reports on the Application of Accounting Principles.
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Significant Issues Discussed, or Subject to Correspondence,
With Management

.44 The auditor should communicate with those charged with governance
any significant issues that were discussed or were the subject of correspondence
with management. Significant issues may include such matters as:

• Business conditions affecting the entity, and business plans and strate-
gies that may affect the risks of material misstatement.

• Discussions or correspondence in connection with the initial or recur-
ring retention of the auditor including, among other matters, any dis-
cussions or correspondence regarding the application of accounting
principles and auditing standards.

Independence
.45 Generally accepted auditing standards require independence for all au-

dits. Relevant matters to consider in reaching a conclusion about independence
include circumstances or relationships that create threats to auditor indepen-
dence and the related safeguards that have been applied to eliminate those
threats or reduce them to an acceptable level.6

.46 Although the auditor's report affirms the auditor's independence, in
certain situations, particularly for public interest entities,7 the auditor may de-
termine that it is appropriate to communicate with those charged with gover-
nance circumstances or relationships (for example, financial interests, business
or family relationships, or nonaudit services provided or expected to be pro-
vided) that in the auditor's professional judgment may reasonably be thought
to bear on independence and that the auditor gave significant consideration to
in reaching the conclusion that independence has not been impaired.

.47 The form and timing of communications regarding independence may
be affected by the entity's governance structure and whether a formal subgroup
such as an audit committee exists. In situations where all of those charged with
governance are involved in managing the entity, the auditor may determine that
those charged with governance have been informed of relevant facts regarding
the auditor's independence through their management activities or through
other means, such as the engagement letter. This is particularly likely where
the entity is owner-managed, and the auditor's firm has little involvement with
the entity beyond a financial statement audit.

6 Comprehensive guidance on threats to independence and safeguards, including application to
specific situations, is set forth in the AICPA's Conceptual Framework for AICPA Independence Stan-
dards [ET section 100.01].

7 In addition to entities subject to Securities and Exchange Commission reporting requirements,
the Conceptual Framework for AICPA Independence Standards [ET section 100.01] considers the fol-
lowing entities to be public interest entities: (1) employee benefit and health and welfare plans subject
to Employee Retirement Income Security Act audit requirements; (2) governmental retirement plans;
(3) entities or programs (including for-profit entities) subject to Single Audit Act OMB Circular A-133
audit requirements and entities or programs subject to similar program oversight; and (4) financial in-
stitutions, credit unions, and insurance companies. These entities are public interest entities because
their audited financial statements are directly relied upon by significant numbers of stakeholders to
make investment, credit, or similar decisions or indirectly relied upon through regulatory oversight
(for example, in the case of pension plans, banks, and insurance companies) and, therefore, the poten-
tial extent of harm to the public from an audit failure involving one of these entities would generally
be significant.
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The Communication Process
Establishing a Mutual Understanding

.48 The auditor should communicate with those charged with governance
the form, timing, and expected general content of communications. Clear com-
munication of the auditor's responsibilities (paragraphs .26 through .28), an
overview of the planned scope and timing of the audit (paragraphs .29 through
.33), and the expected general content of communications helps establish the
basis for effective two-way communication.

.49 Matters that may also contribute to effective two-way communication
include discussion of:

• The purpose of communications. When the purpose is clear, the auditor
and those charged with governance are in a better position to have
a mutual understanding of relevant issues and the expected actions
arising from the communication process.

• The form in which communications will be made.

• The person(s) on the audit team and among those charged with gover-
nance who will communicate regarding particular matters.

• The auditor's expectation that communication will be two way, and
that those charged with governance will communicate with the audi-
tor matters they consider relevant to the audit. Such matters might
include strategic decisions that may significantly affect the nature,
timing, and extent of audit procedures; the suspicion or the detection
of fraud; or concerns about the integrity or competence of senior man-
agement.

• The process for taking action and reporting back on matters commu-
nicated by the auditor.

• The process for taking action and reporting back on matters commu-
nicated by those charged with governance.

.50 The communication process will vary with the circumstances, includ-
ing the size and governance structure of the entity, how those charged with
governance operate, and the auditor's view of the significance of matters to be
communicated. Difficulty in establishing effective two-way communication may
indicate that the communication between the auditor and those charged with
governance is not adequate for the purpose of the audit (see paragraph .60).

Forms of Communication
.51 The auditor should communicate in writing with those charged with

governance significant findings from the audit (see paragraphs .34 and .35)
when, in the auditor's professional judgment, oral communication would not
be adequate. This communication need not include matters that arose during
the course of the audit that were communicated with those charged with gov-
ernance and satisfactorily resolved. Other communications may be oral or in
writing.

.52 Effective communication may involve formal presentations and written
reports as well as less formal communications, including discussions. Written
communications may include an engagement letter that is provided to those
charged with governance.

.53 In addition to the significance of a particular matter, the form of com-
munication (for example, whether to communicate orally or in writing, the
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extent of detail or summarization in the communication, and whether to com-
municate in a formal or informal manner) may be affected by such factors as:

• Whether the matter has been satisfactorily resolved.

• Whether management has previously communicated the matter.

• The size, operating structure, control environment, and legal structure
of the entity being audited.

• Legal or regulatory requirements that may require a written commu-
nication with those charged with governance.

• The expectations of those charged with governance, including arrange-
ments made for periodic meetings or communications with the auditor.

• The amount of ongoing contact and dialogue the auditor has with those
charged with governance.

• Whether there have been significant changes in the membership of a
governing body.

• In the case of a special purpose financial statement audit, whether the
auditor also audits the entity's general purpose financial statements.

.54 When a significant matter is discussed with an individual member of
those charged with governance, for example, the chair of an audit committee,
it may be appropriate for the auditor to summarize the matter in later commu-
nications so that all of those charged with governance have full and balanced
information.

.55 When the auditor communicates matters in accordance with this sec-
tion in writing, the auditor should indicate in the communication that it is
intended solely for the information and use of those charged with governance
and, if appropriate, management and is not intended to be and should not be
used by anyone other than these specified parties.

Timing of Communications
.56 The auditor should communicate with those charged with governance

on a sufficiently timely basis to enable those charged with governance to take
appropriate action.

.57 The appropriate timing for communications will vary with the circum-
stances of the engagement. Considerations include the significance and nature
of the matter, and the action expected to be taken by those charged with gover-
nance. The auditor may consider communicating:

• Planning matters early in the audit engagement and, for an initial
engagement, as part of the terms of the engagement.

• Significant difficulties encountered during the audit as soon as prac-
ticable if those charged with governance are able to assist the auditor
to overcome the difficulties, or if the difficulties are likely to lead to a
modified opinion.

.58 Other factors that may be relevant to the timing of communications
include:

• The size, operating structure, control environment, and legal structure
of the entity being audited.

• Any legal obligation to communicate certain matters within a specified
timeframe.
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• The expectations of those charged with governance, including arrange-
ments made for periodic meetings or communications with the auditor.

• The time at which the auditor identifies certain matters, for example,
timely communication of a material weakness to enable appropriate
remedial action to be taken.

• Whether the auditor is auditing both general purpose and special pur-
pose financial statements.

Adequacy of the Communication Process
.59 The auditor should evaluate whether the two-way communication be-

tween the auditor and those charged with governance has been adequate for the
purpose of the audit. If it has not, the auditor should take appropriate action to
address the effectiveness of the communication process. (See paragraph .62.)

.60 As discussed in paragraph .08, effective two-way communication as-
sists both the auditor and those charged with governance. Further, section 314,
Understanding the Entity and Its Environment and Assessing the Risks of Ma-
terial Misstatement, identifies participation by those charged with governance,
including their interaction with internal audit, if any, and external auditors, as
an element of the entity's control environment. Inadequate two-way communi-
cation may indicate an unsatisfactory control environment, which will influence
the auditor's assessment of the risks of material misstatements.

.61 The auditor need not design specific procedures to support the eval-
uation required by paragraph .59. Rather, that evaluation may be based on
observations resulting from audit procedures performed for other purposes.
Such observations may include:

• The appropriateness and timeliness of actions taken by those charged
with governance in response to matters communicated by the auditor.

• The apparent openness of those charged with governance in their com-
munications with the auditor.

• The willingness and capacity of those charged with governance to meet
with the auditor without management present.

• The apparent ability of those charged with governance to fully com-
prehend matters communicated by the auditor, such as the extent to
which those charged with governance probe issues and question rec-
ommendations made to them.

• Difficulty in establishing with those charged with governance a mutual
understanding of the form, timing, and expected general content of
communications.

• Where all or some of those charged with governance are involved in
managing the entity, their apparent awareness of how matters dis-
cussed with the auditor affect their broader governance responsibili-
ties, as well as their management responsibilities.

.62 If, in the auditor's judgment, the two-way communication between the
auditor and those charged with governance is not adequate, there is a risk
the auditor may not have obtained all the audit evidence required to form an
opinion on the financial statements. The auditor should consider the effect, if
any, on the auditor's assessment of the risks of material misstatements.
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.63 The auditor may discuss the situation with those charged with gover-
nance. If the situation cannot be resolved, the auditor may take such actions as:

• Modifying the auditor's opinion on the basis of a scope limitation.

• Obtaining legal advice about the consequences of different courses of
action.

• Communicating with third parties (for example, a regulator), or a
higher authority in the governance structure that is outside the en-
tity, such as the owners of a business (for example, shareholders in
a general meeting), or the responsible government agency for certain
governmental entities.

• Withdrawing from the engagement.

Documentation
.64 When matters required to be communicated by this section have been

communicated orally, the auditor should document them.8 When matters have
been communicated in writing, the auditor should retain a copy of the commu-
nication. Documentation of oral communication may include a copy of minutes
prepared by the entity if those minutes are an appropriate record of the com-
munication.

Effective Date
.65 This section is effective for audits of financial statements for periods

beginning on or after December 15, 2006.

8 Section 339, Audit Documentation, requires the auditor to document discussions of significant
findings or issues with management and others (including those charged with governance) on a timely
basis, including responses. That section also requires that the audit documentation include documen-
tation of the significant findings or issues discussed, and when and with whom the discussions took
place.
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.66

Appendix A

Requirements to Communicate With Those Charged With
Governance in Other Statements on Auditing Standards

A1. Requirements for the auditor to communicate with those charged with
governance are included in other Statements on Auditing Standards. This sec-
tion does not change the requirements in:

a. Paragraph .17 of section 317, Illegal Acts by Clients, to communicate
with the audit committee or others with equivalent authority and re-
sponsibility illegal acts that come to the auditor's attention.

b. Paragraph .22 of section 801, Compliance Auditing Considerations in
Audits of Governmental Entities and Recipients of Governmental Fi-
nancial Assistance, to communicate to management and the audit com-
mittee or others with equivalent authority and responsibility when the
auditor becomes aware during an audit in accordance with generally
accepted auditing standards that the entity is subject to an audit re-
quirement that may not be encompassed in the terms of the engage-
ment, and that an audit in accordance with generally accepted auditing
standards may not satisfy the relevant legal, regulatory, or contractual
requirements.

c. Paragraph .22 of section 316, Consideration of Fraud in a Financial
Statement Audit, to inquire directly of the audit committee (or at least
its chair) regarding the audit committee's views about the risks of
fraud and whether the audit committee has knowledge of any fraud or
suspected fraud affecting the entity.

d. Paragraph .79 of section 316, Consideration of Fraud in a Financial
Statement Audit, to communicate with those charged with governance
fraud involving senior management and fraud (whether caused by se-
nior management or other employees) that causes a material misstate-
ment of the financial statements. In addition, the auditor should reach
an understanding with those charged with governance regarding the
nature and extent of communications with those charged with gover-
nance about misappropriations perpetrated by lower-level employees.

e. Paragraph .20 of section 325, Communicating Internal Control Related
Matters Identified in an Audit, to communicate in writing to manage-
ment and those charged with governance control deficiencies identified
during an audit that upon evaluation are considered significant defi-
ciencies or material weaknesses.
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.67

Appendix B

Qualitative Aspects of Accounting Practices
The communication in accordance with paragraph .34a of this section, and

discussed in paragraphs .37 and .38, may include such matters as the following:

Accounting Policies

• The appropriateness of the accounting policies to the particular cir-
cumstances of the entity, considering the need to balance the cost of
providing information with the likely benefit to users of the entity's fi-
nancial statements. Where acceptable alternative accounting policies
exist, the communication may include identification of the financial
statement items that are affected by the choice of significant policies
as well as information on accounting policies used by similar entities.

• The initial selection of, and changes in, significant accounting policies,
including the application of new accounting pronouncements. The com-
munication may include the effect of the timing and method of adoption
of a change in accounting policy on the current and future earnings of
the entity; and the timing of a change in accounting policies in relation
to expected new accounting pronouncements.

• The effect of significant accounting policies in controversial or emerg-
ing areas (or those unique to an industry, particularly when there is a
lack of authoritative guidance or consensus).

• The effect of the timing of transactions in relation to the period in
which they are recorded.

Accounting Estimates

• For items for which estimates are significant, issues discussed in sec-
tion 342, Auditing Accounting Estimates, and section 328, Auditing
Fair Value Measurements and Disclosures, including, for example:

— Management's identification of accounting estimates.

— Management's process for making accounting estimates.

— Risks of material misstatement.

— Indicators of possible management bias.

— Disclosure of estimation uncertainty in the financial statements.

Financial Statement Disclosures

• The issues involved, and related judgments made, in formulating par-
ticularly sensitive financial statement disclosures (for example, disclo-
sures related to revenue recognition, going concern, subsequent events,
and contingency issues).

• The overall neutrality, consistency, and clarity of the disclosures in the
financial statements.

Related Matters

• The potential effect on the financial statements of significant risks
and exposures, and uncertainties, such as pending litigation, that are
disclosed in the financial statements.
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• The extent to which the financial statements are affected by unusual
transactions including nonrecurring amounts recognized during the
period, and the extent to which such transactions are separately dis-
closed in the financial statements.

• The factors affecting asset and liability carrying values, including the
entity's bases for determining useful lives assigned to tangible and in-
tangible assets. The communication may explain how factors affecting
carrying values were selected and how alternative selections would
have affected the financial statements.

• The selective correction of misstatements, for example, correcting mis-
statements with the effect of increasing reported earnings, but not
those that have the effect of decreasing reported earnings.

[The next page is 685.]
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