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CAFR Fund Grouping Structure

*General Fund – Police, Fire, Public       
Works, Housing, Mayor, City  
Council, City Attorney, City Clerk, 
City Manager, General City Purpose

*Grants Fund

*Airports
*Convention Center
Development
Public Utilities – *Water, *Sewer, *Solid Grants Fund 

*Redevelopment Agency, Debt Service
Fund   

Special Gas Tax
Measure C
Community Services
City Debt

Waste, Community Sanitation
*Transportation/FAX
*Stadium
Internal Service Funds - Finance, 

General Services, Information 
Services, Personnel, Risk 
Management, Utility Billings & City Debt

Financing Authorities and Corporations
City Combined
UGM Impact Fees
Redevelopment Agency, Capital Projects
Special Assessments

g y g
Collections, Health and Welfare 
Funds – Employees, Retirees and 
Blue Collar

Parking
Parks and Recreation

*Represents Major Funds
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•During Fiscal Year 2010 the City adhered to the plans adopted by the City Council on

Fiscal Year 2010 CAFR General Fund Overview
Balance Sheet Focus

•During Fiscal Year 2010, the City adhered to the plans adopted by the City Council on
how funds were to be spent consistent with the budget.

• The City’s General Fund had a balance, or equity, at June 30, 2010 of $40.18 million,
as compared to the $28.77 million in 2009. While a significant increase from 2009,
most of this balance was long term in nature and not readily available for immediate
needs. $838,156 was encumbered; $31,820,595 consisted of contracts / receivables$ , ; $ , ,
that would not be received within the next fiscal year (2011); and $10,585,846 was
reflected at June 30, 2010 as being Reserved for Emergencies. All of these are
considered “spoken for”.

• The remaining component balance at June 30, 2010 a negative balance of
($3,065,833) was considered to be unreserved or undesignated. The General Fund,
utilizing CAFR reporting requirements, had more current obligations than liquid assets
to meet those needs.

• Going into FY 2011, the adopted General Fund appropriations were $212.9 million
and the minimum level required in the reserve to maintain the stipulated 5% of general
fund appropriations was $10.65 million.

•In 2010, the Mayor proposed and Council agreed to use a portion of the Emergency
Reserve to pay for one-time costs related to contracting the organization. Council
agreed and funds were used to pay for the Employee Retirement Incentive (ERI).

•As part of the 2011 mid-year budget evaluation additional use of the Emergency
Reserve was earmarked for addressing negative fundsReserve was earmarked for addressing negative funds.

•As of today’s date, the Emergency Reserve stands at $1.43 million.
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Primary StatementsPrimary Statements Detailed InformationDetailed Information

Where Do I Find……?

Primary StatementsPrimary Statements Detailed InformationDetailed Information

Footnotes
• Note 3     Page  97

Page 57   Statement of Net Assets
•Cash and Investments g

• Note 5     Page 111
• Note 3     Page 110
• Note 5     Page 112
• Note 6     Page 113
• Note 7     Page 117

P 182 & 183

•Receivables, Net
•Restricted Cash
•Loans, Notes, Leases
•Capital Assets
•Long-term Liabilities

P 62 B l Sh t Pages 182 & 183

Pages 88, 96, & 133

Pages 184 & 185

Page 62   Balance Sheet 
•$10,585,846   Designated for  
Emergency Reserve

•Page 64   Statement of Revenues, 
Expenditures  and Changes in  Fund  
BalancesBalances
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Additional Helpful Page References

Proprietary StatementsProprietary Statements

Pages 66 thru 69
Statement of Net Assets

Detailed InformationDetailed Information

Statement of Net Assets

Proprietary Funds
Other Enterprise Funds

Internal Service Funds  

Page 194
Page 200

Page 70 thru 71
Statement of Revenues, Expenses
and Changes in Fund Net Assets

Proprietary Funds
P 195Other Enterprise Funds

Internal Service Funds

Page 195 
Page 202
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CAFR – Financial Audit

o Unqualified Opinion

o Financial position, changes in financial position presented fairly –
AccurateAccurate
Reliable
Meets standards for auditing certification

o GASB’s Implemented
GASB 51 Accounting and Financial Reporting for Intangible AssetsGASB 51 – Accounting and Financial Reporting for  Intangible Assets 
– these assets include easements, computer software, water rights, 
timber rights, patents and trademarks.

GASB 53 – Accounting and Financial Reporting for Derivative 
Instruments addresses the recognition measurement and disclosureInstruments – addresses the recognition, measurement and disclosure 
of information regarding derivative instruments entered into.

.    
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SAS 115 SAS 115 -- Communicating Internal Control Communicating Internal Control 
Related MattersRelated Matters

Old Definitions (SAS 60) New Definitions (SAS 115)

Material Weakness Material WeaknessMaterial Weakness Material Weakness

Reportable Condition Significant Deficiency  

Management Letter Comment Control Deficiency

Expectation that industry wide more items will be reported as significant
deficiencies and material weaknesses under the SAS 115

Potential impact to debt covenants; loss of status as low risk auditee
(resulting in additional audit costs); loss of staff citywide may increase internal
control deficiencies
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Management Letter - Definitions

• Material Weakness – A deficiency, or combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis. (0)y ( )

• Significant Deficiency – A deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance. (2)

• Control Deficiency – Exists when the design or operation of a control
does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect misstatements on
a timely basis. (4)
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Significant Deficiencies (2)

Unearned Revenue – In years past, the City received a litigation settlement related to

Management Letter Comments - Overview

Unearned Revenue In years past, the City received a litigation settlement related to
the pesticide DBCP in various City wells. The settlement in the original amount of
$21 million was structured such that $10 million was applied to past cleanup costs
and $11 million was to be applied toward installation of carbon filtration treatment
units and capital costs of the installation of granular activated carbon treatments on
newly discovered wells. At the end of each fiscal year, the CAFR team evaluates
records related to current costs and moves a portion of the $11 million unearnedp
revenue into the current year’s revenue to match the current year’s expenses. At
June 30, 2010 an error in this calculation resulted in current year CAFR revenue to
be understated by approximately $1.06 million and unearned revenue (a balance
sheet liability account) being overstated by the same amount. Procedures have
been put into place to prevent this error from occurring again.

Business License Receipts – In January 2010, the City installed new business
license software. Various implementation difficulties including the loss of three
business license staff due to budget cuts, resulted in delays in the processing of
over 26,000 business license renewals. All renewals were required to be manually
deposited and posted to the City’s PeopleSoft system. Some payments were not
posted or deposited for nearly three months after actual receipt. Although the CAFR
reflected the proper “earned” business license receipts, the Internal Control issue is
timely deposit of the funds. This issue was addressed by the City training additional
staff in the usage of the new system, resolving the “new system bugs” so that
automated processing could be put into greater use, and staff simply becoming
more familiar with the system and therefore simply being able to process more
accounts more timely and with fewer errors. The City also continues to work toward
l t i bill t t d t d j t tl i M h 2011 telectronic bill presentment and payment and just recently in March 2011 customers

in good standing may renew and pay their licenses immediately via the Internet.
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Management Letter Comments – Overview continued

Control Deficiencies (4)

Utility Billing Receipts – (Repeat Comment) In years past, the Auditors have
commented on how difficult and cumbersome it is to reconcile the receipts posted into thecommented on how difficult and cumbersome it is to reconcile the receipts posted into the
utility billing system (HTE/SunGard) with the ultimate manual posting into the PeopleSoft
system. There is no integration between the two systems and as a result a manual
journal entry must be posted at the end of each month so that Utility revenue can be
properly recognized. The posting of this entry is a multi-step process that ultimately
initially posts the revenue into a suspense account and then spreads it to the proper Utility
Funds. While the Auditors noted that progress has been made in the reconciliation
procedures, they again commented on the fact that a manual journal entry is still required
at the end of each month. This process delays the “real time recognition” of revenue in
the appropriate Utility Funds and is susceptible to posting error. While the City has long
desired to have the appropriate computer programming changes made to automate this
process, the selection of software related to the automated reading of the new water
meters being installed, delayed work in this area. The City was also changing from bi-

thl t thl billi d l h d t t b billi b d t lmonthly to monthly billing and also had not yet begun billing based upon actual usage.
Not until the City converts from its current “flat” water rate to a rate that reflects actual
usage and only after sufficient testing has been performed so that the “comfort level “can
be reached, that meters are accurate and billings based upon the reads are properly
calculated and accurate, will work begin on the “bridge” program that will enable the
direct posting of Utility payments into the PeopleSoft system on a daily basis. Although
UB&C is now a part of the Utility Department Finance continues to work with Utilities toUB&C is now a part of the Utility Department, Finance continues to work with Utilities to
achieve this goal.

Deposits from Others – (Repeat Comment) During their work on outstanding
deposits, the Auditors noted various deposits recorded on the City’s general ledger that
were quite old. The City policy has been that it is up to each individual department to
notify the Finance Department when a deposit has been released so that the generalnotify the Finance Department when a deposit has been released so that the general
ledger can be updated. As a result of the movement of staff over the years and changes
in assigned duties, as well as the more recent loss of staff due to budgetary reductions
and the simple lack of focus on these accounts, the result have been lax reconciliation of
the these various deposits.
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Deposits from Others continued – Finance worked diligently with departments prior
to the end of Fiscal Year 2010 to “clean up” and reconcile this account. One
Department, Planning and Development was delayed in responding to providing
assistance to Finance due to their own restructuring issues. Their list however

Management Letter Comments – Overview continued

g
continues to be worked on. Finance also began the process of researching monies
held in trust funds and is working to “clean up” these balances as well. While the
goal had been to have these processes completed by the end of Fiscal Year 2011,
bumping of staff and loss of staff has result in some delays. Work in this area
however will continue.

Capital Assets – During their test work on the City’s capital assets, the Auditors noted
that the City’s capitalization threshold is extremely low at $2,000. A threshold at
this level is (1) out of compliance with the Government Finance Officers Association
(GFOA) best practices recommendation and (2) requires the City to record and
depreciate assets that result in substantial staff time and cost that excessively
exceeds the value of the assets in question. The Auditors and GFOA suggest that
the capitalization threshold be increased to $5,000 and further recommends that a
higher threshold for infrastructure assets be established. A new revised
Administrative Order has been prepared and submitted to the City Manager for
approval which proposes the thresholds below:

Capitalization and Depreciation Thresholds

Land $1 or more (capitalized but not depreciated)

Land Improvements $5,000 and more

Building $5,000 and more

Building Improvements* $5,000 and more

Machinery and Equipment $5,000 and more

Infrastructure – based on total project cost $50,000 and more

Construction in Progress Costs accumulated and capitalized upon completion

* Excludes painting, carpeting, draperies, window shades  or blinds
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Management Letter Comments – Overview continued

Information Technology

User Rights to Network and Applications – (Repeat Comment) During audit
test work, the Auditors noticed that out of 25 terminated employees selected for testing,test work, the Auditors noticed that out of 25 terminated employees selected for testing,
five still had their access to the Network and various Software Applications subsequent
to their termination dates. Due to a significant amount of citywide terminations resulting
from budgetary layoffs, Information Services was overwhelmed with trying to stay on
top of employee layoffs. Prior to 2011, the process of removing access to a host of
different applications throughout the City was dependent primarily upon manual
intervention. In addition the communication process was flawed. Subsequent to the
2010 audit and during the 2011 audit, Information Services, Finance and Personnel
Services worked jointly on a plan to automate this process and develop consistent
polices with respect to when and how access would be added and/or terminated.
Although the Auditors found that the terminated employees logged in after they had left
City service, the process in place caught this and 3 of the five immediately had access
removed. One individual provided key ISD and Finance services and had his account
i t ti ll l ft ti H h d d d b th ISD d Fi it d hiintentionally left active. He had passed away and both ISD and Finance monitored his
account which needed to be left active as his duties were transition to other staff.

In addition to making PeopleSoft the source authority for terminations, user access is
now also disabled after 90 days of inactivity. As a backup to the automated system,
Finance/Payroll generates a list of terminated employees at the end of each pay period
and routes that listing to all appropriated parties so that login capacity is removed fromand routes that listing to all appropriated parties so that login capacity is removed from
the various programs. In addition the list is use to ensure that credit cards along with
other high risk applications are properly shut down.

Server Room - During the audit, the Audit team performed a walkthrough of the
City’s computer server room and noted the following: 1) the server room contains wet
sprinklers, which if discharged would cause extensive damage to the City’s criticalsprinklers, which if discharged would cause extensive damage to the City s critical
servers, 2) there was a second door to the server room that does not require the use of
an electronic key but rather uses a mechanical key, and 3) one side of the server room
is partitioned with a wall that can be easily removed to allow unauthorized access.
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Management Letter Comments – Overview continued

Information Technology - continued

Server Room continued - While the City agrees with the auditorsServer Room continued While the City agrees with the auditors
recommendations, current budgetary conditions constrain the use of already very
limited funding. While critical areas of concern, these items, with the exception of the
keyed entry have very high dollar costs associated with them. The City will need to
investigate various alternatives that may be available and evaluate the cost / benefit of
each as well as perform a risk assessment so as to make the best use of very limited
resources.

On March 1, 2011, the ISD Department re-keyed all of its access doors that still had
manual keyed entries and reissued keys to personnel that were deemed to have the
necessary credentials and need for access to restricted areas.
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