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CITY OF SAN FERNANDO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

SECTION II - FINANCIAL STATEMENT FINDINGS

Finding No. 2012-01 - Deficit Fund Balances

The City's General Fund and Grants Special Revenue Fund have total deficit fund balances of $3,244,580 as of June
30, 2012. The General Fund experienced a $617,465 decrease in fund balance during the 2011-12 fiscal year, even
after reporting $3,010,099 transfers in from other funds (to reimburse various costs). In addition, because of these
deficits, both funds have had to borrow cash from other funds. As of June 30, 2012, these funds are reporting total
amounts due to other funds of $2,871,646. However, it should be noted the total amount these funds owed to other
funds as of June 30, 2011 amounted to $3,132,572. Although the actual total expenditures in the General Fund did
not exceed budgeted amounts , the General Fund still experienced a decrease in fund balance for the 2011-12 fiscal
year.

It is essential that governments, including the City, maintain adequate levels of fund balance to mitigate current and
future risks (e.g., revenue shortfalls and unanticipated expenditures). Fund balance levels are a crucial consideration
in long-term financial planning.

The Government Finance Officers Association (GFOA) has developed a "Best Practice” in this area. They
recommend that governments establish a formal policy on the level of unrestricted fund balance that should be
maintained in the general fund. As described by GFOA, "the adequacy of unrestricted fund balance in the general
fund should be assessed based upon a government's own specific circumstances. Nevertheless, GFOA recommends,
at a minimum, that general-purpose governments, regardless of size, maintain unrestricted fund balance in their
general fund of no less than two months of regular general fund operating revenues or regular general fund operating
expenditures. The choice of revenues or expenditures as a basis of comparison may be dictated by what is more
predictable in a government's particular circumstances."

Although the City has taken certain steps to address these issues, we recommend the City continue in its efforts to
establish a long-term plan to eliminate fund deficits and interfund borrowings, and create an appropriate level of
General Fund reserves for the future. The City should consider referring to GFOA's Best Practice in developing a
long-term plan.

Management's Response:
The City efforts to eliminate the deficits will be as follows:

The General Fund deficit will be eliminated by continuing to freeze as many staff positions as possible as they
become vacant. During the period of January 1, 2012 and December 31, 2012 there have been twelve (12) full-time
positions that were vacated due to retirement, three (3) layoffs, four (4) voluntary resignations, and one (1)
termination. These reductions in staff size are in addition to the four (4) positions that were vacated in the prior
fiscal year. It is anticipated that a majority of these positions will not be filled. However, the City will be recruiting
in early 2013 to fill four full-time management positions (e.g., directors, senior accountant and management analyst)
that had previously become vacant and that have direct responsibility for maintaining the financial oversight of the
City’s General Fund. In 2012, the Police Officer’s Association agreed to contribute 50% of their employee portion



CITY OF SAN FERNANDO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

SECTION Il - FINANCIAL STATEMENT FINDINGS - Continued

consistent with AB 340 (the Public Employees’ Pension Reform Act); resulting in long term savings to the City’s
General Fund as it relates to future retiree benefits.

In light of the ongoing structural deficit issues impacting the General Fund and the ongoing uncertainty with Federal
and State budgets, as well as the associated budget impacts attributed to the dissolution of the former Redevelopment
Agency, the City Council and Management will be seeking to reopen negotiations with the various City union
groups to look at additional cost savings including, but not limited to, unpaid furloughs and staff reductions to
address the General Fund’s structural deficit. Management in conjunction with City Council members are looking
into areas to generate new revenue for the City. In addition, Management is currently reviewing all City contracts
and agreements with consultants and vendors to determine possible options for renegotiation and cost savings.
Included as part of this process is the current negotiation with the City of Los Angeles to establish a new annual fee
for contracted fire and ambulance services with the Los Angeles Fire Department. The purpose of this contract
renegotiation is to obtain additional savings for public services in the General Fund expenditures.

The Grant Special Fund deficit will be eliminated by continuing to make annual payments from the General Fund to
the Grant Special Fund. Management is proposing to the City Council to adopt a payment schedule that ensures full
payment of the outstanding deficit over the next 20 years. The schedule will seek to account for current financial

constraints with payments increasing over time, which are intended to reflect long term build up in reserves through
the implementation of Citywide cost saving measures.

SECTION IlI - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

There were no auditors’ findings to be reported in accordance with paragraph .510(a) of OMB Circular A-133.
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CITY OF SAN FERNANDO
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended June 30, 2012

FINANCIAL STATEMENT FINDINGS
2011-01 and 2011-02: Negative fund balances and due to/due from
Current Status

See current year finding No. 2012-01.

2011-03: Year-end Closing Process
Current Status

Management has taken the necessary steps to address this issue for the 2011-12 fiscal year.

2011-04: Segregation of Duties

Current Status

Management has taken the necessary steps to properly segregate duties, and has established procedures for
supervisors to review dismissed or voided citations in the Police department.

2011-05: Purchasing Policy and 2011-06 :Interfund Transfers

Current Status

Management implemented the recommendation from the prior year.

2011-07 through 2011-09: RDA Findings
Current Status

These findings are no longer applicable due to dissolution of redevelopment agencies in the State of California.

2011-10: Street Gas Tax Improvement Fund
Current Status

Management implemented the recommendation and opened a separate bank account to account for gas tax and
traffic congestion relief funds.
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CITY OF SAN FERNANDO
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended June 30, 2012

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

2011-11: U.S. Department of Justice - Public Safety Partnership and Community Policing Grants

Current Status

Management refunded the excess funds and prepared all subsequent requests based on actual expenditures.
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