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The State Controller’s Office (SCO) completed a quality control review of Macias Gini & 

O’Connell, LLP.  We reviewed the audit working papers for the firm’s audit of the California 

Institute for Regenerative Medicine for the fiscal year ended June 30, 2011. 

 

Based on our review, we noted the following matters that provide opportunities for improvement 

in the firm’s audit process and working papers. 

 

Capital Assets—Note Disclosures 

 

The audit report did not disclose the beginning-of-year balance of capital assets, acquisitions, or 

dispositions as required by GASB 34.  Note 2 E, Capital Assets and Depreciation, disclosed the 

depreciation expense for fiscal year 2010-11 and the balance of capital assets net of depreciation. 

Note 3, Reconciliation of Governmental Fund Financial Statements and Government-Wide 

Financial Statements, disclosed the total balance of capital assets, the total balance of 

accumulated depreciation, and the balance of capital assets net of accumulated depreciation. 

 

The firm did not document why the audit report did not contain all of the information required to 

evaluate the value of capital assets.  

 

GASB 34, Paragraph 117, states: 
 

Information presented about major classes of capital assets should include: 

a) Beginning- and end-of-year balances (regardless of whether beginning-of-year balances 

are presented on the face of the government-wide financial statements), with accumulated 

depreciation presented separately from historical costs  

b) Capital acquisitions  

c) Sales or other dispositions  

d) Current-period depreciation expense, with disclosure of the amounts charged to each of 

the functions in the statement of activities.  

 

 



 

Richard A. Green, CPA -2- January 20, 2012 

 

 

 

The firm responded to our letter of comment on January 18, 2012 (attached).  The firm did not 

document in its working papers its discussion with CIRM management regarding the capital 

asset disclosure requirements and CIRM’s election to not include the beginning balance or 

information regarding capital asset activity during the year.  We also discussed this issue with 

CIRM management on January 12, 2012.  CIRM management stated that they would ensure that 

future reports comply with capital asset disclosure requirements.  Our comment remains 

unchanged. 

 

Subsequent Events 

 

The firm did not document that it made inquiries of CIRM management about matters dealt with 

at the Independent Citizens’ Oversight Committee (ICOC) meeting held on August 25, 2011.  

The meeting minutes were not available until October 25, 2011, which was after the date of the 

independent auditor’s report (October 17, 2011); however, the firm should have inquired of 

management about matters discussed at the meeting in order to identify subsequent events that 

may require disclosure in the notes to the financial statements or adjustments to the financial 

statements.  

 

Members of the firm explained that they traditionally update the extract form, the working paper 

used to document the review of minutes, in subsequent years for any missing meeting transcripts. 

However, for the 2010-11 fiscal year, the firm should have documented inquiries of management 

regarding the ICOC meeting. 

 

Events occurring after the end of the fiscal year that require disclosure in the audit report may 

not be identified and properly disclosed if minutes to all meetings, held after year end but prior to 

issuance of the audit report are not reviewed. If the minutes are not available, the firm should 

have made inquiries of management about the meeting. 

 

AU 560.12 states, in part: 
 

In addition, the independent auditor should perform other auditing procedures with respect to 

the period after the balance-sheet date for the purpose of ascertaining the occurrence of 

subsequent events that may require adjustment or disclosure essential to a fair presentation of 

the financial statements in conformity with generally accepted accounting principles. These 

procedures should be performed at or near the date of the auditor’s report. The auditor 

generally should: . . . c) Read the available minutes of meetings of stockholders, directors, 

and appropriate committees; as to meetings for which minutes are not available, inquire about 

matters dealt with at such meetings. 

 

The firm responded to our letter of comment on January 18, 2012 (attached).  We reviewed the 

working papers referred to in the response; however, the working papers did not specifically 

identify that the ICOC meeting was discussed.  Our comment remains unchanged. 
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If you have any questions, please contact Casandra Moore-Hudnall, Chief, Financial Audits 

Bureau, at (916) 322-4846. 

 

Sincerely, 

 
Original signed by 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Divisions of Audits 

 

JVB/vb 

 

Attachment 

 
Re: S12-CRM-001 

 

cc: Robert Russell, Manager 

  Macias Gini & O’Connell, LLP 

 Alan Trounson, President 

  California Institute for Regenerative Medicine 

 Independent Citizens’ Oversight Committee 

  California Institute for Regenerative Medicine 

 Citizen’s Financial Accountability Oversight Committee 

  California Institute for Regenerative Medicine 

 Casandra Moore-Hudnall, Bureau Chief 

  Division of Audits, State Controller’s Office 

 



 

 



 

 



 

 

 


