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UNITED STATES 
SECURITIES AND EXCHANGE CQMM~SSION 

LO$ ANGELES REGIONAL OFFICE 
l lm FLOOR 

5870 WILSHIRE BOULEVARD 
LOS AHOELEB, CAL~FCJRN~A 90636-3W0 

July 23,2007 

VIA FACSIMILE AND U.S.MAIL 

John IF. Hartigan, Esq. 
Morgan, Lewis & Bockius LLP 
300 South Grand Ave., 22"d floor 
Los Angeles, CA 90071 -3 132 

Stanley Keller, Esq. 
Edwards Angel1 Palmer & Dodge LLP 
1 1 1 Huntington Ave. 
Boston, MA 02 1 99-76 13 

Re: City of San Iliepo Bond Offerinns (LA-28421 

Dear Messrs. Hartigan and Keller: 

I rn writing in regard to the Commission's November 14,2006 cease-and-desist ordm 
against the City ('"he Order") and the "InitiaI Report of Independent Consultant" ("the Initial 
Report") issued to the City of San Diego on June 7,2007. The Order provided that within 120 
days after the date of engagement, Mr. Keller, as the Independent Consultant, would submit a 
report to the City and the Commission that described the review perfomcd and the conclusions 
reached and any recommendations deemed necessary to make the policies, pracedures, and 
internal controls adequate and address the deficiencies set forth in Section II1.D. of the Order. 

Given the short amount of time and the complex nature of the City's issues, the Initial 
Report contained few recommendations and did not include deadlines for implemmtation of the 
recoxumendations. We understmd through our discussion with Mr. Keller that his next report 
will be more complete in making more complete, specific, and concrete recommendations and 
setting deadlines. 

We note that the hitial Report did contain the following ~comenda t ions :  

+ The City must finalize the internal audit knction and hire as soon as possible a qualified 
internal auditor; 
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* The Audit Committee should complete its organization as qui~kly as possible by 
selecting citizen advisers and professional consultants, as necessary, to assist the Audit 
Committee in discharging its responsibilities; 

r The City should upgrade to a mote modem and reliable financial. accounting system so 
as to ultimately improve financial reporting; 

a The City should re-evaluate the role and accountability of its Chief Financial Officer and 
consider having the same person serve as the Chief Financial Official and Auditor and 
Comptroller; and 

e The City should continue evaluating the disclosure process and consider whether moving 
toward a shelf-like disclosure system would be appropriate. 

The Order provides that the City will take all necessary and appropriate steps to adopt, 
implement, and employ the Independent Consultant's recommendations or the City's alternative . 
methods designed to achieve the same objective or. purpose as that of the Independent 
Consultant's recommendations. Please advise us as soon as possible as to the steps taken by the 
City to adopt the above recommendations or other alternative methods designed to achieve the 
same objectives. We are also interested in knowing the estimated timefinme for implementing 
these recommendations. 

Please feel free to call me if you have any questions. 

~miobig(ssistant Regional Director 


