April 25, 1, 2013

Pursuant to California Penal Code sections 933 and 933.05 all agencies and elected officials responded
to the recommendations documented in the 2011-2012 Los Angeles County Civil Grand Jury Final Report
published on June 29,2012, The 2012-2013 Los Angeles County Civil Grand Jury captured these -
responses and they are provided herein for review,

Los Angeles County Civil Grand Jury

Wy V0 mnt

Jeffery Clements, Chairperson

Continuity Committee 2012-2013



City of Vernon response to questionnaire

From: "Kung, Alex" <akung@ci.vernon.ca.us>

To:

CivilGrandJury@LASuperiorCourt.org

CC: MWhitworth@ci.vernon.ca.us; Kenomoto@ci.vernon.ca.us
Date: Thursday - February 14, 2013 7:14 PM

Subject: City of Vernon response to questionnaire

Attachments: TEXT.htm; Mime.822

Tom,

In response to the Civil Grand Jury’s recommendations:

1. All chartercities reviewed in this report should adopt financial planning, revenue and expenditure policies to guide
cities' officials to develop sustainable, balanced budgets.

Response: In December 2012, the city hired a new Finance Director who has been tasked to develop a five year financial
plan which would include revenue and expenditure policies to guide city officials to develop sustainable, balanced
budgets.

2. All charter cities reviewed in this report should develop a balanced budget and commit to operate
within budget constraints.

Response: The city has historical adopted a balanced budget for every fiscal year. The city’s

departments use monthly monitoring reports to track expenditures and operate within budget

constraints. The city’s Finance Director provides detailed quarterly budget reports to the city council

at public meetings.

3. All charter cities reviewed in this report should commit to not using one-time revenues to fund
recurring or on-going expenditures.

Response: Inan effort to not rely on one-time revenues, but instead develop sustainable revenue

sources to fund on-going expenditures, the city has placed two tax measures on its April 9, 2013

election ballot. The two proposed tax measures consist of an increase to the city’s existing business

license tax, and a utility users’ tax, which, if approved, would generate approximately $6.1 million.

With regard to the city’s enterprise activities, cost analysis studies are performed regularly to insure

that rates are set at appropriate levels.

4. All charter cities reviewed in this report should adopt multi-year budgets for better planning to
ensure the delivery of basic services before funding projects of lower priority.

Response: The city’s Finance Director is developing long term financial modeling for better planning

to ensure the delivery of basic services before funding projects of lower priority.

5. All charter cities reviewed in this report should adopt a method and practice of saving into a
reserve or "rainy day" fund to be supplemental operating revenue in years of short fall.

Response: The city’s Finance Director is developing long term financial modeling for better planning

to ensure the delivery of basic services before funding projects of lower priority which would include

reserves in line with those recommended by the Governmental Accounting Standards Board (GASB).

10. All charter cities reviewed in this report should continue requiring compliance with standards of
independence for the external auditor. Cities that do not currently select the auditor through a
competitive process should do so. Cities that allow the auditor to provide non-audit services
should ensure appropriate review and approval of those services.

Response: On December 18, 2012 the City Council adopted a new Competitive Bidding and



’ Purchasing Ordinance (Ordinance No. 1200). The Finance Director will conduct a competitive
selection process, including the issuance of a request for proposal, to select an external auditor
for the city's next fiscal vear audit.

14. Charter cities that have not adopted a policy requiring an unrestricted fund balance of no less

than two months of regular general fund operating revenues or regular general fund operating
expenditures should develop such policies.

Response: The city’s Finance Director is currently developing budget policies which would
incorporate elements recommend by the Government Finance Officers Association (GFOA), and
include a policy requiring an unrestricted fund balance of no less than two months of regular

aeneral fund operatina revenues or reqular general fund operating expenditures.

21. All charter city councils, and citizens of the cities, reviewed in this report should annually review
the actual compensation received by employees of their cities.

Response: As required, annually, the city timely submits to the State Controller’s office for posting on

its website, the actual compensation received by the city’s officials and employees.

22. All charter city councils of the cities reviewed in this report should have access to prevailing
municipal wage rates and/or salary ranges for comparable cities in order to identify any
individual city position{s) whose salaries exceed the normal salary range for those positions.
Approval of any exceptional salaries should be based on justifications of exceptional and unique
job responsibilities.

Response: In May 2011 the city conducted a comprehensive review of the salaries of its city

councilmembers and department heads, in comparison to comparable cities. Salaries exceeding the

normal range were adjusted downward (City Resolution # 2011-85), while salaries below the normal
range remained the same due to budgetary constraints. The city’s Human Resources Director has
issued a request for proposals for a citywide classification and compensation study of all employee

positions. The study is expected to be completed in the Fall of 2013,

Alex Kung

Assistant to the City Administrator
City of Vernon

City Administration

323.583.8811 Ext. 355
323.826.1422 Fax

CONFIDENTIALITY NOTICE: This e-mail transmission, and any documents, files or previous e-
mail messages attached to it may contain confidential information that is legally privileged. If you
are not the intended recipient, or a person responsible for delivering it to the intended recipient,
you are hereby notified that any disclosure, copying, distribution or use of any of the information
contained in or attached to this transmission is STRICTLY PROHIBITED. If you have received this
transmission in error, please immediately notify the sender. Please destroy the original
transmission and its attachments without reading or saving in any manner.



613 East Broadway, Room 200

Glendale, California 91206-4391

Tel. (818) 548-4844 Fax (818) 547-6740
www.ci.glendale.ca.us

March 14, 2013

Presiding Judge

Los Angeles County Superior Court

Clara Shortridge Foltz Criminal Justice Center
210 West Temple Street,

Eleventh Floor, Room 11-506

Los Angeles, CA 90012

RE: City of Glendale’s Response to 2011-2012 Civil Grand Jury Recommendations

Dear Presiding Judge:

The following are the responses of the City of Glendale to the recommendations found in the 2011-2012 Report
of the Civil Grand Jury.

1. All charter cities reviewed in this report should adopt financial planning, revenue and expenditure
policies to guide cities’ officials to develop sustainable, balanced budgets.

Agree — The City of Glendale has a long standing practice of presenting a proposed budget to the City
Council in May of each year, followed by a series of public study sessions. Additionally, the Financial
Policies are published in the Annual Budget Document.

2. All charter cities reviewed in this report should develop a balanced budget and commit to operate within
budget constraints.

Agree — As far back as we can recall, the City of Glendale has adopted a balanced budget and operated
within its constraints, and is committed to doing the same.

3. All charter cities reviewed in this report should commit to not using one-time revenues to fund recurring
or on-going expenditures.

Agree — The City has the goal of not utilizing one-time revenues to fund recurring expenditures;
however, as a result of the recession, there have been very limited and infrequent uses of one-time
revenues in order to preserve essential operations.

4. All charter cities reﬁewed in this report should adopt multi-year budgets for better planning to ensure
the delivery of basic services before funding projects of lower priority.

Agree — The City utilizes five-year forecasting models to project revenues and expenditures over that
timeframe; however, budgets are adopted on a one-year basis per the City of Glendale Charter.

ok

W Recvere



10.

All charter cities reviewed in this report should adopt a method and practice of saving into a reserve or
“rainy day” fund to be supplement operating revenue in years of short fall.

Agree — The City Council has adopted a resolution in 2006 for a reserve policy, which requires the City
to maintain a minimum of 30% general fund reserve, with a desired level to be 35%. As of June 30,
2012, the City has a 35.3% general fund reserve.

Charter cities should develop and adopt a strategic plan that articulates the mission, vision, core values
and priorities {goals and objectives) for the City. The following cities should develop and adopt such a
strategic plan: Arcadia, Compton, Industry, Inglewood.

Agree — The City has an adopted plan for City-wide strategic goals and characteristics, as published in
the annual budget.

Charter cities should develop and report on performance measures or indicators to evaluate outcomes or
progress on priorities. These performance measures should be quantified, focused on outcomes or
results, and information should be provided for several years to allow evaluation of progress over time.
The following cities should develop such performance measures for indicators: Arcadia, Bell, Compton,
Industry, Inglewood, Lancaster, Temple City.

Agree - Since 2005, the City has had a key performance indicators program, which was restructured in
2012 and are reported quarterly to the City Council.

Charter city councils should continue to maintain a governance policy that specifically defines the
relationship between the council and executive. Charter city councils should continue providing specific
annual goals for the city’s executive (City Manager or City Administrator) and conduct meaningful
evaluations annually. The following cities should do so: Alhambra, Bell, Industry, Inglewood,
Lancaster.

Agree — An annual evaluation of the City Manager and City Afforney are conducted by the City
Council.

Charter cities should formally establish an audit committee making it directly responsible for the work
of the independent auditor. The following cities should formally establish an audit committee:
Alhambra, Arcadia, Bell, Cerritos, Compton, Industry, Inglewood, Irwindale, Palmdale, Pomona, Santa
Monica, Signal Hill, Temple City, Torrance, Whittier.

Agree — Since 1997, the City has had an established audit committee, subject to the Brown Act, which
meets six times annually.

All charter cities reviewed in this report should continue requiring compliance with standards of
independence for the external auditor. Cities that do not currently select the auditor through a
competitive process should do so. Cities that allow the auditor to provide non-audit services should
ensure appropriate review and approval of those services,

Agree — The City utilizes an RFP process, to select an independent external auditor on a regular basis.
The results the RFP are reviewed and accepted by the audit committee, and subsequently presented and
adopted by the City Council. The external auditors reviewed the City’s information systems security
protocols as a non-audit service engagement, which were later reviewed by the audit committee.



11. Charter cities should review and update accounting policies and procedures to ensure they are
appropriately detailed and define the specific authority and responsibility of employees. Cities should
also establish a policy requiring policies and procedures to be reviewed annually and updated at least
once every three years. The following cities should review and update accounting policies and
procedures at least once every three years: Alhambra, Arcadia, Bell, Burbank, Industry, Inglewood,
Lancaster, Pasadena, Pomona, Santa Monica, Temple City.

Agree — The City maintains accounting procedure manuals and updates them periodically.

12. Charter cities should review and update policies and procedures for reporting fraud, abuse and
questionable practices including a practical mechanism, such as a fraud hotline, to permit the
confidential, anonymous reporting of concerns. The following cities should adopt such policies and
procedures: Alhambra, Arcadia, Burbank, Industry, Inglewood, Irwindale, Santa Monica, Temple City.

Agree — The City maintains a secure and anonymous hotline for reporting fraud, abuse and questionable
practices.

13. Charter cities should periodically review and update internal control procedures over financial
management. The Following cities should review and update internal control procedures over financial
matters: Bell, Industry, Inglewood.

Agree — The City Auditor routinely reviews various aspects of internal control procedures, and reports
deficiencies in audit reports to the audit commiftee. These deficiencies are then corrected to the extent
possible.

14. Charter cities that have not adopted a policy requiring an unrestricted fund balance of no less than two
months of regular general fund operating revenues or regular general fund operating expenditures should
develop such policies. The following cities should adopt such a policy: Alhambra, Arcadia, Bell,
Cerritos, Compton, Downey, Glendale, Industry, Lancaster, Pomona, Redondo Beach, Temple City,
Torrance, Vernon, Whittier.

Agree — The City has adopted a general fund reserve resolution requiring a minimum of 30% general
fund unassigned reserve, which is far greater than the two months (or 16%) recommended herein. This
includes both the unassigned and Charter required reserves.

15. Charter cities must develop and publish a timely Comprehensive Annual Financial Report (CAFR). The
city of Bell should do so.

Agree - The City publishes a timely CAFR annually.

16. Charter cities that have not published financial reports on the city’s website should do so. The city of
Industry should do so.

Agree - The CAFR is published on the City’s website.

17. Charter cities should develop controls over sole sourced contracting to prevent preferential granting of
contracts. The following cities should develop such controls: Bell, Industry, Irwindale, Temple City.

Agree — Both the City’s Charter and Administrative Policy Manual address sole sourced contracting,
requiring Council approval when the value of contracts reach a certain threshold.



18.

19.

20.

21.

22.

Charter cities should develop policies and procedures for selecting and negotiating fair prices for
architectural and engineering services consistent with state codes. The following cities should develop
such policies and procedures: Arcadia, Bell, Cerritos, Industry, Inglewood, Irwindale, Pasadena,
Whittier. '

Agree — The City’s Administrative Policy Manual addresses the selection of architectural and
engineering services.

All charter cities reviewed in this report should provide policies and procedures for ensuring prices
negotiated for substantial contract change orders are fair and reasonable, and establish internal controls
over substantial contract change orders so that same contractors not repeatedly awarded contracts. The
following cities should do so: Alhambra, Bell, Cerritos, Inglewood, Irwindale, Lancaster, Temple City,
Torrance, Whittier.

Agree — The City has an extensive purchasing and procurement policy, which was recently the subject
of an interpal audit. Further enhancements are being implemented currently.

All charter cities should develop policies and procedures for documenting compliance with procurement
requirements, and provide contract compliance and oversight and have annual audit oversight with an
outside accounting firm. The following cities should do so: Bell, Cerritos, Inglewood, Irwindale,
Lancaster, Whittier.

Agree - The City has an extensive purchasing and procurement policy, which was recently the subject of
an internal audit. Further enhancements are being implemented currently.

All charter city councils, and citizens of the cities, reviewed in this report should annually review the
actual compensation received by employees of their cities.

Agree — The Human Resources, annually presents the salary and benefits schedule for all City
employees to City Council. City also prepares and publicly produces an annual listing of all W-2
income for all employees.

All charter city councils of the cities reviewed in this report should have access to prevailing municipal
wage rates and/or salary ranges for comparable cities in order to identify any individual city position(s)
whose salaries exceed the normal salary range for those positions. Approval of any exceptional salaries
should be based on justifications of exceptional and unique job responsibilities.

Agree — The Human Resources department frequently conducts salary surveys with ten survey cities of
like size before justifying any salary increases.

Scotf Ochoa
City Manager
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\O /W_Q@BTER CITIES - RECOMMENDATIONS

RECOMMENDATIONS

Responses are required from the following charter cities:

Alhambra Arcadia Bell Burbank Cerritos
Compton Culver City Downey Glendale Industry
Inglewood  Inwindale Lancaster Palmdale Pasadena
Pomona Redondo Beach  Santa Monica  Signal Hill ~ Temple City
Torrance Vernon Whittier

1. All charter cities reviewed in this report should adopt financial planning, revenue and
expenditure policies to guide cities’ officials to develop sustainable, balanced budgets.

The City of Torrance concurs with this recommendation.

2. All Gh?értériéitji}éé reviewed in this report should develop a balanced budget and commit
to operate within budget constraints.

The City of Torrance concurs with this recommendation.

3. All charter cities reviewed in this report should commit to not using one-time revenues
to fund recurring or on-going expenditures.

The City of Torrance concurs with this recommendation.
4. All charter cities reviewed in this report should adopt multi-year budgets for better

planning‘ to ensure the delivery of basic services before funding projects of lower pri-
ority.

The City of Torrance concurs with this recornmendation.

5. All charter cities reviewed in this report should adopt a method and practice of saving
into a reserve or "rainy day" fund to be supplement operating revenue in years of short
fall.

The City of Torrance concurs with this recommendation.



9.

CHARTER CITIES - RECOMMENDATIONS

Charter cities should formally establish an audit committee making it directly respon-
sible for the work of the independent auditor. The following cities should formally
establish an audit committee: Alhambra, Arcadia, Bell, Cerritos, Compton, Industry,

Inglewood, irwindale, Palmdale, Pomona, Santa Monica, Signal Hill, Temple City,
Torrance, Whittier.

The City Council has established two committees that oversee City finances:

* The Finance and Governmental Operations Committee, comprised of three Council

members, receives and discusses (in a public meeting) the finances of the City and
will now agendize the “Annual Audit”;

¢ The Investment Oversight Committee staffed by the City Manager, City Attorney,
Finance Director, City Treasurer, and Deputy City Treasurer is charged with the
oversight of the City’s pooled investments,

14.

All charter cities reviewed in this report should continue requiring compliance with
standards of independence for the external auditor. Cities that do not currently select
the auditor through a competitive process shouid do so. Cities that allow the auditor to

provide non-audit services should ensure appropriate review and approval of those
services.

The City of Torrance concurs with this recommendation.

Charter cities that have not adopted a policy requiring an unrestricted fund balance of
no less than two months of regular general fund operating revenues or regular general
fund operating expenditures should develop such policies. The following cities should
adopt such a policy: Alhambra, Arcadia, Bell, Cerritos, Comnpton, Downey, Glendale,

Industry, Lancaster, Pomona, Redondo Beach, Temple City, Tomance Vernon,
Whittier.

The City of Torrance does have "Reserve Funding” policies and funding goals
(attachment A).

e Economic Anomaly — 10% of GF, P&R, CAC, Animal control, & EMS

Benefit Rate Mitigation — 10% of Public Safety salary costs and 4% of
Miscellaneous salary costs ~ all funds

* General Liability/Workers Compensation — Actuary report



19.

21.

22.

CHARTER CITIES - RECOMMENDATIONS

All charter cities reviewed in this report should provide policies and procedures for
ensuring prices negotiated for substantial contract change orders are fair and rea-
sonable, and establish internal contfrols over substantial confract change orders so
that same contractors not repeatedly awarded contracts. The following cities should
do so: Alhambra, Bell, Cerritos, Inglewood, Irwindale, Lancaster, Temple City, Tor-
rance, Whittier.

The City of Torrance concurs with this recommendation and has documented our
policies and procedures to include the above.

All charter city councils, and citizens of the cities, reviewed in this report should an-
nually review the actual compensation received by employees of their cities.

The City of Torrance concurs with this recommendation.

All charter city councils of the cities reviewed in this report should have access to
prevailing municipal wage rates and/or salary ranges for comparable cities in order to
identify any individual city position(s) whose salaries exceed the normal salary range
for those positions. Approval of any exceptional salaries should be based on
justifications of exceptional and unique job responsibilities.

The City of Torrance concurs with this recommendation.



CHARTER CITIES - RECOMMENDATIONS

CHarTeR CITIES
ACRONYMS
AICPA American Institute of Certified Public Accountants
CAFR Comprehensive Annual Financial Reports
CalPERS California Public Employees Retirement System
CFO Chief Financial Officer
CGJ Los Angeles County Civil Grand Jury
CPCC - California Public Contract Code
FPPC California Fair Political Practices Commission
FY Fiscal Year
GAAP Generally Accepted Accounting Principles
GAAS Generally Accepted Auditing Standards
GAS Government Auditing Standards
GASB Governmental Accounting Standards Board
GFOA Government Finance Officers Association
A institute of internal Auditors
RFP Request for Proposal
SWOT Strengths, Weaknesses, Opportunities, and Threats
APPENDICES
A Glossary of Terms
B Sample Questionnaire
c Positions with Compensation in excess of $200,000 in 2011
D Charter Citiss Comments and Additional Documentation
EXHIBIT

1 General Law City v. Charter City
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CITY OF INGLEWOOD Mmmm

Office of the City Manager | I l ‘ J
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ARTIE FIELDS

City Manager February 6, 2013

Mr. Jeff Clemens

Chairperson

Los Angeles County Civil Grand Jury
210 West Temple Street, Room 11-506
Los Angeles, California 90012

Dear Mr. Clemens:

The information below represents the responses for the City of Inglewood to the
2011-2012 Civil Grand Jury Final Report's recommendations. The response was
delayed due to work associated with the completion and [mplementatlon of the City's
annual fiscal year budget process.

RESPONSES

1.  All Charter cities reviewed in this report should adopt financial planning,

revenue and expenditure policies to-guide cities officials to develop
sustainable, balanced budgets.

R1. The City agrees with the recommendation. The City’s Financial Policies, policy
- #3 states that, “It is the policy of the City of Inglewood to fund current
expenditures for operating budgets with current revenues”.

2. Alil Charter cities reviewed in this report should develop a balanced budget
and commit to operate within budget constraints.

R2. The City agrees with the recommendation. The City's Financial Policies, policy
#3 states that, “It is the policy of the City of Inglewood to fund current
expenditures for operating budgets with current revenues.”

3. All Charter cities reviewed in this report should commit to not using one-
time revenues to fund recurring or on-going expenditures.

R3. The City agrees with the recommendation. The City's Financial Policies,

policy#12 states that, "It shall be the policy of the City of Inglewood to not use
one-time revenues for on-going expenditures.

One W Manchester Boulevard * Inglewood, CA * 90301 » Phone (310) 412-5301 « Fax (310} 412-8788 » www.cityofinglewood.org



R4.

R5.

All Charter cities reviewed in this report should adopt multi-year budgets
for better planning to ensure the delivery of basic services before funding
projects of lower priority.

The City agrees with the recommendation. The City Manager is considering the
development of a multi-year budget within the next two fiscal years. In addition,
the City of Inglewood adopted a 5 Year Capital Improvement Plan (CIP) that
provides for multi-year budgets for better planning and preparation of future
expenses for funding projects of lower priority.

All Charter cities reviewed in this report should adopt a method and
practice of saving into a reserve or “rainy day” fund to be used to
supplement operating revenue in years of short fall.

The City agrees with the recommendation. The City's Financial Policies, policy
#4 requires the City establish and maintain at least a reserve fund balance for the
General Fund equal to 8% of the current year's expenditure appropriation and
adequate operating reserves for all other funds. Prior to the recession, the
method and practice of saving into reserves for a “rainy day” for future operations
was practiced.

Charter cities should develop and adopt a strategic plan that articulates the

mission, vision, core values and priorities (goals and objectives) for the
City.

R6. The City agrees with the recommendation. The City will strive to articulate its

R7.

R8.

mission, vision and priorities in its budget document for the upcoming FY 2013 —
2014 budget preparation process.

Charter cities should develop and report on performance measures or
indicators to evaluate outcomes or progress on priorities. These
performance measures should be quantified, focused on outcomes or
results, and information should be provided for several years fo allow
evaluation of progress over time.

The City agrees with the recommendation, The City is currently developing data
and implementing processes for reporting performance measures to evaluate the

outcomes and progress of the cities operating departments in the FY2013-2014
Budget.

Charter city councils should continue to maintain a governance policy that
specifically defines the relationship between the council and executive.
Charter city councils should continue providing specific annual goals for

the city’s executive (City Manager of City Administrator) and conduct
meaningful evaluations annually.

The City agrees with the recommendation, but presently maintains its current
system which consists of the City Council providing constant feedback and



RO.

10.

R10.

11.

R11.

12.

direction to the City Manager while setting goals and monitoring progress as a
part of its overall ongoing oversight responsibility of the city manager.

Charter cities should formally establish an audit committee making it
directly responsible for the work of the independent auditor.

The City agrees with the recommendation but it has not been implemented. The
Finance Department is responsible for the work performed by the selected
auditing firm and currently does not have an audit committee.

All charter cities reviewed in this report should continue requiring
compliance with standards of independence for the external auditor. Cities
that do not currently select the auditor through a competitive process
should do so.' Cities that allow the auditor to provide non-audit services
should ensure appropriate review and approval of those services.

The City agrees with the recommendation. Article XXXIV, Section 1 of the City's
Charter calls for Council to employ a public accountant or firm of public
accountants to perform annual audits. An independent audit firm was used for
the FY2010-2011 audit reports that were prepared and completed on time.
These reports were presented to Council on July 31, 2012.

Charter cities should review and update accounting policies and
procedures to ensure they are appropriately detailed and define the
specific authority and responsibility of employees. Cities should also
establish a policy requiring policies and procedures to be annually and
updated at least once every three years.

The recommendation has been implemented. On April 24, 2012 the City
adopted by resolution updating the internal control policies as part of the City’s

Standard Operating Procedures to address financial procedures and information
technology.

Charter cities should review and update policies and procedures for

- reporting fraud; abuse and questionable practices including a practical -

R12.

13.

R13.71

mechanism, such as a fraud hotline, to permit the confidential, anonymous
reporting of concerns.

The recommendation has been implemented. On August 14, 2012 the City of
Inglewood adopted a resolution implementing the “Ethical Standards and Conflict
of Interest” and the “Fraud in the Workplace Policy/Procedures.”

Charter cities should periodically review and update internal control
procedures over financial management.

lhe City agrees with the recommendation. A Report of the City's internal
controls over financial reporting and on compliance and other matters based on
the audit of financial records are performed annually. The last report was
presented to Council on July 31, 2012.



14.

R14.

15.

R16.

16.

R16.

17.

R17.

18.

Charter cities that have not adopted a policy requiring an unrestricted fund
balance of no less than two months of regular general fund operating

revenues or regular general fund operating expenditures should develop
such policies. ‘

No response required from Inglewood, per the Final Report.

Charter cities must develop and publish a timely Comprehensive Annual
Financial Report (CAFR).

No response required from Inglewood, per the Final Report.

Charter cities that have not published financial reports on the city’s
website should do so.

No response required from Inglewood, per the Final Repori.

Charter cities should develop controls over sole sourced contracting to
prevent preferential granting of contracts.

The City agrees with the recommendation. The City adopted a Purchasing
System referenced in the Inglewood Municipal Code (IMC) Chapter 2. Article 5,
Section 2-190 thru Section 2-200 adopted 11-25-80 by ordinance #2387 and
amended 4-11-06 by ordinance #06-04.

Charter cities should develop policies and procedures for selecting and

negotiating fair prices for architectural and engineering services consistent
with state codes.

R18.The City agrees with the recommendation. City is considering development of

19.

policies and procedures for selecting and negotiating fair prices for architectural
and engineering services consistent with state codes.

All charter cities reviewed in this report should provide policies and
procedures or ensuring prices negotiated for substantial contract change
orders are fair and reasonable, and establish internal controis over

substantial contract change orders so that same contractors not repeatedly
awarded contracts

R19. The City is taking this recommendation under advisement, because it requires

20.

further analysis. Although we do not have a formal written policy as of yet, City
staff routinely negotiates with Contractors for substantial contract change orders
to ensure that they fair and reasonable. We are considering establishing internal
controls over substantial contract change orders so that the same contractors are
not repeatedly awarded contracts.

All charter cities should develop policies and procedures for documenting
compliance with procurement requirements, and provide contract

compliance and oversight and have annual audit oversight with an outside
accounting firm.



R20.The City agrees with the recommendation. The City adopted a Purchasing
System referenced in the Inglewood Municipal Code (IMC) Chapter 2, Article 5,
Section 2-190 thru Section 2-200 adopted November 25, 1980 by Ordinance
#2387 and amended April 11, 2006 by Ordinance #06-04. This information
references the regulatory guidelines for Purchasing and Procurement.

21. All charter city councils, and citizens of the cities, reviewed in this report

should annually review the actual compensation received by employees of
their cities.

R21.The City agrees with the recommendation. The City periodically conducts
classification and compensation studies evaluating all civilian and sworn position
classifications. In the past, the City has conducted a class and compensation
study approximately every 2-3 years in conjunction with the collective bargaining
process. Since the economic downturn has resulted in reductions in the City’s
workforce, work furloughs, pay reductions, and other give-backs, the issue hasn'’t
been brought up in the last two bargaining cycles.

22. All charter city councils of the cities reviewed in this report should have
access to prevailing municipal wage rates and/or salary ranges for
comparable cities in order to identify any individual city positions(s) whose
salaries exceed the normal salary range for those positions. Approval of
any exceptional salaries should be based on justifications of exceptional
and unique job responsibilities.

R22.The City agrees with the recommendation. However, in light of the comments
reflected in response #R21, the City does not have any immediate plans to
accomplish a class and comp study, because 1) City hiring is minimal and
sporadic given our budgetary shortfalls, and 2) the cost and resources necessary
to perform such a study would necessitate the use of funds that are currently
earmarked for higher priority, basic operational tasks. Finally, there is unlikely to

be a position where the compensation rate is higher than the ‘normal salary
ranges’ of other jurisdictions.

Thank you for providing us an opportunity to comment on the report.

Sincerely,
e

Artie Fields
City Manager



CITYy OF B URBANK

Grrrce of THE G171y MANAGER

February 13, 2013

Presiding Judge

Los Angeles County Superior Court

Clara Shortridge Foltz Criminal Justice Center
210 West Temple Street,

Eleventh Floor, Room 11-506

l.os Angeles, CA 90012

Dear Jeffervy Clements,

On behalf of the City of Burbank, enclosed you will find the City’s response to the
findings of the 2011-2012 Civil Grand Jury’s Final Report. As discussed with you
directly, the City is experiencing various organizational changesftransitions, including
the departure of its permanent City Manager in October of 2012. As such, the City's
response did not meet the Civil Grand Jury’s original deadline. Therefore, we very much
appreciate your patience.

The City Council approved these responses at its meeting on February 12, 2013. Per
the instructions provided by your agency, the City has responded to the twenty-two
recommendations listed in the report. Upon review of the City's responses please feel
free to contact me with any additional questions.

Thank you,

Ken Pulskamp

Interim City Manager

Enclosure

275 E. Olive dvenue -P.0O. Box 6459 Burbank, California $1510-6459 -(818) 238-5800- FAX (818) 238-5804 43




2011 - 2012 Civil Grand Jury"FinaH Report Recommendations
City of Burbank’s Responses
Kev*:

1 - The recommendation has been implemented, with a summary regarding the
implementation action. -

2 - The recommendation has not yet been implemented, but will be implemented in the
future, with a timeframe for implementation.

3 - The recommendation requires further analysis, with an explanation and the scope
and parameters of an analysis or study, and a timeframe for the matter to be prepared
for discussion by the officer or head of the agency or depariment being investigated or
reviewed, including the governing body of the public agency where applicable. This

timeframe shall not exceed six months from the date of publication of the grand jury
report.

4 - The recommendation will not be implemented because it is not warranted or is not
reasonabie, with an explanation therefore.

*Per the request of the Civil Grand Jury (page iii in Exhibit B), Cities’ responses fo the
recommendation of the Final Report must use one of the four actions (numbers 1 — 4)
listed above and subsequent rationale (i.e. a summary of the implemented action).
Accordingly, staffs responses to the recommendations below will include the
appropriate number from the key above and supporting rafionale/ comments.

Recommendations

1. All charter cities reviewed in this report should adopt financial planning, revenue and
expenditure policies to guide cities’ officials to develop sustainable, balanced
budgets.

1 — Implemented per the City’s Financial Policies (all of which are
available on the City’s website: burbankca.gov or burbankusa.com).

2. All charter cities reviewed in this report should develop a balanced budget and
commit fo operate within budget constraints.

1 — Implemented per the City’s Financial Policies.


http:burbankusa.com
http:burbankca.gov

. All charter cities reviewed in this report should commit to not using one-time
revenues to fund recurring or on-going expenditures.
4 — This recommendation will not be implemented as the use of one-time
revenues, while not the goal, is sometimes necessary to bridge budgetary
gaps to adopt a balanced budget. For example, in 2010 the City Council
adopted a philosophy of using one-time funds to help bridge the gap while

a thoughtful multi-year plan aimed at correcting the structural imbalance
was implemented.

. All charter cities reviewed in this report should adopt multi-year budgets for better
planning to ensure the delivery of basic services before funding projects of lower
priority.
4 — This recommendation will not be implemented as the City already
produces a five year budget forecast on an annual basis for Council
review. Therefore the adoption of a multi-year budget is not necessary.

. All charter cities reviewed in this report should adopt a method and practice of
saving into a reserve or “rain day” fund to be supplement operating revenue in years
of short fall.

1 — Implemented per the City's Financial Policies.

. Charter cities should develop and adopt a strategic plan that articulates the mission,
vision, core values and priorities (goals and objectives) for the City. The following
cities should develop and adopt such a strategic plan: Arcadia, Compton, Industry,
and Inglewood.

1 —~ Implemented as this has been the City’s past and continued practice.

. Charter cities should develop and report on performance measures or indicators to
evaluate outcomes or progress on priorities. These performance measures should
be quantified, focused on outcomes or results, and information should be provided
for several years to allow evaluation of progress over time. The following cities
should develop such performance measures for indicators: Arcadia, Bell, Compton,
Industry, Inglewood, Lancaster, and Temple City.

1 — Implemented as this has been the City’s past and continued practice.

. Charter city councils should continue fo maintain a governance policy that
specifically defines the relationship between the council and executive. Charter city
councils should continue providing specific annual goals for the city’s executive (City
Manager or City Administrator) and conduct meaningful evaluations annually. The
following cities should do so: Alhambra, Bell, Industry, Inglewood, and Lancaster.



1 - Implemented as this has been thé City's past and continued practice.

9. Charter cities should formally establish an audit commitiee making it directly
responsible for the work of the independent auditor. The following cities should
formally establish an audit committee: Alhambra, Arcadia, Cerritos, Compton,
Industry, Inglewood, lrwindale, Palmdale, Pomona, Santa Monica, Signal Hill,
Temple City, Torrance, and Whittier.

1 — Implemented as this has been the City’s past and continued.practice.

10.All charter cities reviewed in this report should continue requiring compliance with
standards of independence for the eternal auditor. Cities that do not currently select
the auditor through a competitive process should do so. Cities that allow the auditor
to provide non-audit services should ensure appropriate review and approval of
those services. :

1 — Implemented as this has been the City’s past and continued practice.

11.Charter cities should review and update accounting policies and procedures to
ensure they are appropriately detailed and define the specific authority and
responsibility of employees. Cities should also establish a policy requiring policies
and procedures o be reviewed annually and updated at least once every three
years. The following cities should review and update accounting policies and
procedures at least once every three years: Alhambra, Arcadia, Burbank, Industry,
Inglewood, Lancaster, Pasadena, Pomona, Santa Monica, and Temple City.
2- The City is engaging in a Request for Proposal (RFP) process to
finalize an accounting internal controls, policies and procedures manual to
be implemented in Calendar Year (CY) 2014.

12.Charter cities should review and update policies and procedures for reporting fraud,
abuse and questionable practices including a practical mechanism, such as a fraud
hotline, to permit the confidential, anonymous reporting of concerns. The following
cities should adopt such policies and procedures: Alhambra, Arcadia, Burbank,
Industry, inglewood, lrwindale, Santa Monica, and Temple City.
2 — The City is scheduled to adopt a formal fraud policy in CY 2014.

13.Charter cities should periodically review and update internal control procedures over
financial management. The following cities should review and update internal
control procedures over financial matters: Bell, Industry, and Inglewood.
1 — Implemented as the City of Burbank maintains an internal,
independent audit function/process that provides an annual review and
subsequent recommendations to.the City concerning internal control



procedures. In addition, the City is engaging in a RFP process to finalize
an accounting internal control, policies and procedures manual to be
implemented in CY 2014,

14.Charter cities that have not adopted a policy requiring an unrestricted fund balance
of no less than two months of regular general fund operating revenues or regular
general fund operating expenditures should develop such policies. The following
cities should adopt such a policy: Alhambra, Arcadia, Bell, Cerritos, Compton,
Downey, Glendale, Industry, Lancaster, Pomona, Redondo Beach, Temple City,
Torrance, Vernon, and Whittier.

1- ‘Implemented per the City’s Financial Policies which requires the City
to maintain a 20% unappropriated General Fund reserve amount.
This reflects a "working capital" reserve of 15% and an "emergency

contingency” reserve of 5%.

15.Charter cities must develop and publish a timely Comprehensive Annual Financial
Report (CAFR). The city of Bell should do so.

1 — Implemented as this has been the City’s past and continued practice.

16.Charter cities that have not published financial reports on the city’s website should
do so. The city of Industry should do so.

1 — Implemented as this has been the City’s past and continued practice.

17.Charter cities should develop controls over sole sourced contracting to prevent
preferential granting of contracts. The following cities should develop such controls:
Bell, Industry, Irwindale, and Temple City.
1 ~ Implemented as reflecied in the City’s purchasing ordinance and
administrative procedures.

18.Charter cities should develop policies and procedures for selecting and negotiating
fair prices for architectural and engineering services consistent with state codes. The
following cities should develop such policies and procedures: Arcadia, Bell, Cerritos,
Industry, Inglewood, irwindale, Pasadena, and Whittier.
1 — Implemented as this has been the City’s past and continued practice.

19.All charter cities reviewed in this report should provide policies and procedures for
ensuring prices negotiated for substantial contract change orders are fair and
reasonable, and establish internal controls over substantial contract change orders
so that same contractors not repeatedly awarded contracts. The foliowing cities



should do so: Athambra, Bell, Cerritos, Inglewood, lrwindale, Lancaster, Temple
City, Torrance, and Whittier. .

1 — Implemented as evidenced in the City's purchasing policies.

20.All charter cities should develop policies and procedures for documenting
compliance with procurement requirements, and provide contract compliance and
oversight and have annual audit oversight with an outside accounting firm. The
following cities should do so: Bell, Cerritos, Inglewood, Irwindale, Lancaster, and
Whittier.
1 — Implemented as this has been the City’s past and continued practice.

21.All charter city councils, and citizens of the cities, reviewed in this report should
annually review the actual compensation received by employees of their cities.
1 — Implemented as this has been the City's past and continued practice
(this information is readily available on the City's website).

22 All charter city councils of the cities reviewed in this report should have access fo
prevailing municipal wage rates and/or salary ranges for comparable cities in order
to identify any individual city position(s) whose salaries exceed the normal salary
range for those positions. Approval of any exceptional salaries should be based on
justifications of exceptional and unique job responsibilities.

1 — Implemented as this has been the City’s past and continued practice
to provide City Council with this information.
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City of Whittier

13230 Penn Street, Whittier, California 90602-1772

{562) 567-9999 www.cityofwhittier.org

September 27, 2012

Presiding Judge

Los Angeles County Superior Court

Clara Shortridge Foltz Criminal Justice Center
210 West Temple Street

Eleventh Floor, Room 11-506

Los Angeles, CA 90012

Subject: 2011-12 Grand Jury Report on Charter Cities

Dear Presiding Judge:

The City of Whittier is responding to both the findings and
recommendations of the 2011-12 California Grand Jury Final Report on
Charter Cities Fiscal Health, Governance and Management Practices.

Inquiries related to this report and the City of Whittier's responses
should be addressed to:

Rod Hill

City Controller & Director of Human Resources
13230 Penn Street

Whittier, CA 90602

rhill@cityofwhittier.org

Sincerely,

o

ffrey W, Collier
ity Manager
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CITY OF WHITTIER

Responses to 2011-12 Los Angeles County Civil Grand Jury Final Report

FINDINGS

Financial Health

1.

Most charter cities expended more than they received in revenues — (1) the
City’s expenditures exceeded revenues primarily due to Capital
Outlay/Projects, which were cash funded through the accumulation of
assets/cash. The City of Whittier doesn’t believe this finding is an indication
of reduced financial health for Whittier, because the City generally attempts to
fund Capital Projects without the use of debt financing.

Most charter cities’ total net assets and fund balances declined in FY 2009-
10, and several cities had ratios of total net assets to total liabilities lower than
desirable — (1) This Grand Jury Report indicates the City of Whittier's Net
Assets actually increased and the decline in Fund Balance is related to the
use of accumulated assets for the construction of capital assets. In this case,
Fund Balance was used for the Construction of a New Police Station.

Governance Practices

1.

Strategic Plans varied in providing appropriate strategic focus and direction to
charter cities — (1) The City of Whittier has a mission statement defining the
global and long-term direction for the organization. In addition, the City
utilizes a Council Adopted Workplan to set current focus and direction for the
Agency.

Many charter cities have not developed an effective performance and
reporting measurement that demonstrates the success of their organization
activities and goals —~ (1) some activities and goals may be difficult to
reasonably quantify, but the City of Whittier attempts to accomplish this
measure through both the Council adopted Workplan and Budget.

. All charter cities stated they have formal policy agreements, or other

documents that define the roles of the City Council and the City Manager —
(1) The City of Whittier's City Charter defines these roles.
Most charter cities established specific goals for executives at least annually

~ {1) through the management appraisal process, the City establishes goals
for executives on an annual basis.



City of Whittier
Responses to 2011-12 CGJ Final Report

All but one city adopted a Conflict of Interest Code — (1) The City of Whittier
has an adopted Conflict of Interest Code.

All cities stated they had adopted an Investment Policy — (1) The City of
Whittier has an adopted Investment Policy.

Financial Management Practices

1.

All charter cities formally establish an audit committee responsible for
monitoring and overseeing financial reporting — (2) While the City
understands the GFOA’s recommended practice, Whittier believes that the
Council as a whole takes responsibility for the financial statements and the
auditors provide a mechanism for Council to directly discuss the audit with
them through the SAS114 guidance. In addition, the City Charter defines the
entire City Council as being responsible for the annual audit.

All charter cities should continue to require auditors to comply with
Independence Standards and most select their auditors through a competitive
process — (1) Whittier requires auditors to maintain independence and selects
auditors through a Request for Proposal process.

Most charter cities could improve documentation and maintenance of
accounting policies and procedures — (1) The City believes policies and
procedures are adequately documented, but may find benefit to standardizing
documentation.

Most charter cities could improve policies and procedures for reporting fraud,
abuse and guestionable practices — (1) The City has an Ethics (Fraud) Policy
in place and believes it provides appropriate information and mechanisms for
reporting concerns.

. Most charter cities could improve their internal control procedures over

financial management — (1) Management continuously monitors for ways to
improve internal controls, and related processes are adjusted accordingly.
Most charter cities did not have formal internal audit function — (1) Whittier
doesn’t have a separate formal internal audit function, however the
Controller’s office is responsible for conducting internal reviews and audits as
appropriate.



City of Whittier
Responses to 2011-12 CGJ Final Report

7. Many charter cities’ policies and procedures governing General Fund
Unrestricted Fund Balance could be improved — (1) Whittier's unrestricted
General Fund Balance is reported and updated to City Council several times
annually, and appropriation of funds must be approved by City Council.

8. All charter cities maintained adequate financial system and financial
statements — (1) Whittier maintains a modern financial information system
and audited financial information is formally presented to Council, submitted
to appropriate regulatory agencies and posted on the City's website.

Procurement & Contracting Practices

1. All charter cities formally adopt policies and procedures defining competitive
bidding requirements and practices. Control over sole source contracting
could be improved in some cities. — (1) Whittier has approved purchasing
guidelines that identify specifically when competitive bidding is required. In
addition, all sole sources must be approved by the City Manager or designee,
and certain thresholds require City Council approval. The City also has a
Standard Operating Procedure dedicated to purchasing.

2. Policies and procedures for selecting and negotiating prices for architectural
and engineering serviced could be improved as they are seldom based on
merit, credentials and experience. — (1) Whittier selects architectural and
engineering services based on various criteria, including: past experience,
recommendations, and qualifications.

3. Policies and procedures for ensuring prices negotiated for substantial contract
change orders are a potential for self-dealing and all charter cities need to
establish formal policies to endure fair pricing on substantial change orders. —
(1) the City of Whittier administratively, manages change orders and
departments are only allowed to exceed approved purchase order limits by
10%, anything in excess of this amount requires approval by original approval
authority, or the next higher level of authority if the desired increase causes
the purchase order to reach that threshold.

4. Policies and procedures for documenting compliance with procurement
requirements and providing contract compliance and oversight could be
improved to eliminate dealing with same parties. — (1) while there may be
some truth to the fact that policies and procedures could be improved, there
may not be a direct connection to eliminating dealings with same parties.
Whittier currently has various levels of purchasing requirements based on the
transaction amount,



City of Whittier
Responses to 2011-12 CGJ Final Report

RECOMMENDATIONS

1.

Adopt Financial Planning Policies to Develop Balanced Budgets — (1)
Whittier has adopted a 5-year cash-flow projection model to assist in
development of balanced budgets. In addition, the City Council has a
policy of adopting balanced operating budgets. Whittier has implemented
expenditure reductions at varying levels for 9 of the past 10 fiscal years in
an attempt to appropriately deal with declining revenues and increasing
expenditures.

Balanced Budgets and Operate within Budget Constraints — (1) the City
Council has a policy of adopting balanced operating budgets and Whittier
operates within its budget constraints. It should be noted that assets may

be accumulated overtime to fund construction of capital projects.

Commit to Not Using One-Time Revenues to Fund Recurring or On-going
Expenditures — (1) this has been Whittier's long standing policy. The City
attempts to match re-occurring revenues with on-going expenditures and
one-time revenues with one-time expenditures. Items such as the
elimination of Redevelopment can have a negative impact on this issue.
Adopt Multi-Year Budgets for Better Planning to Ensure the Delivery of
Basic Services — (4) Due to the volatility of the current economy and
changing demands on the City, Whittier believes the adoption of annual
budgets works best for the City at this time. Although it should be noted
that the City utilizes a 5-year cash-flow projection model to assist in
development of balanced budgets.

Adopt a Method and practice of saving into a Reserve Fund fto
Supplement Revenues — (1) this is a long standing practice for Whittier.
The City established a Contingency Reserve in excess of $5.7m
specifically to cover revenue shortfalls. While this Reserve has been in
place for nearly 10 years, the City has only utilized $20k of this balance
during its existence.

All charter cities should formally establish an audit committee making it
directly for working with the independent auditors — (4) while the City
understands the GFOA’s recommended practice, it believes this is an
impractical recommendation for most agencies given reduced resources.
The auditors require communication with agency staff and it wouldn’t be
efficient to have their source of communication or direction as a part-time
audit committee. The Council as a whole takes responsibility for the
financial statements and the auditors provide a mechanism for Council to
directly communicate with them through the SAS114 guidance. In
addition, the City Charter defines the entire City Council as being
responsible for the annual audit.

4



7.

City of Whittier
Responses to 2011-12 CGJ Final Report

Charter cities should develop and report on performance measures or
indicators to evaluate outcomes or progress on priorities. These
performance measures should be quantified, focused on outcomes or
results, and information should be provided for several years to allow
evaluation of progress overtime — (1) the City of Whittier accomplishes this
recommendation through the use of both the Council approved Workplan
and adopted Budget documents.

Charter city councils should continue to maintain a governance policy that
specifically defines the relationship between the council and executive.
Charter city councils should continue providing specific annual goals for
the City Manager and conduct meaningful evaluations annually — (1) The
City of Whittier accomplishes these recommendations through the City
Charter and the annual management appraisal process.

Charter cities should formally establish an audit committee making it
directly responsible for the work of the independent auditor — (4) While the
City of Whittier understands the GFOA’s recommended practice, Whitlier
believes that the Council as a whole takes responsibility for the work of the
independent auditors and that SAS114 provide a mechanism for Council
to directly discuss the audit with auditors as it deems appropriate.

10.Require compliance with standards of independence and select through

11.

competitive process — (1) Whittier requires auditors to maintain
independence and generally selects auditors through a Request for
Proposal process.

Review and Update accounting policies and procedures to ensure the
appropriate detail and define specific authority and responsibility of
employees. Review policies annually and update every three years. — (1)
City currently has various accounting policies and procedures, and these
are reviewed annually. Consideration will be given towards consolidating
and updating these policies and procedures on a regular basis.

12.Update Policies and Procedures for reporting fraud, abuse and

questionable practices, including a mechanism for confidential reporting of
concerns — (1) the City has an Ethics (Fraud) Policy in place and
individuals have the ability to communicate concerns confidentially to
management via wriling.

13.Periodically review and update internal control procedures over financial

management — (1) the City currently monitors internal controls on an on-
going basis and procedures are modified as necessary.



City of Whittier
Responses to 2011-12 CGJ Final Report

14.Adopt a policy requiring an unrestricted fund balance of no less than two
months of operating revenues or expenditures — (4) Whittier maintains
various contingency reserves (including one in compliance with GASB 54)
equal to approximately two months of operating expenditures and to
further restrict the City’s unreserved fund balance may create an
unnecessary restriction on the agency’s ability to independently manage
its finances.

15.Charter Cities must develop and publish a timely Comprehensive Annual
Financial Report — (1) The City of Whittier has historically prepared and
publish the CAFR within 180 days of Fiscal year-end. In addition, the City
has received the Government Finance Officers Association’s Certificate of
Achievement for Excellence in Financial Reporting for the past 20+ years.

16.Charter Cities that have not published financial reports on the City's
website should do so — (1) The City of Whittier annually publishes both the
City’s CAFR and Budget on the City Website.

17. Charter Cities should develop controls over sole source contracting to
prevent preferential granting of contracting — (1) Whittier has Council
approved purchasing guidelines and they identify specifically when
competitive bidding is required. The City also has a Standard Operating
Procedure dedicated to purchasing. In addition, all sole sources must be
approved by the City Manager or designee, and certain thresholds require
Council approval.

18.Charter Cities should develop policies and procedures for selecting and
negotiating fair prices for architectural and engineering services consistent
with State codes — (4) The City of Whittier has utilized set policies and
procedures for selecting architectural and engineering services, however
implementation of this recommendation may be unduly burdensome on
the agency.

19.All Charter Cities reviewed in this report should provide policies and
procedures for ensuring prices negotiated for substantial contract change
orders are fair and reasonable, and establish internal controls over
substantial contract change orders so that same contractors are not
repeatedly awarded contracts — (1) The City of Whittier internally manages
change orders, and change orders outside the administrative guidelines
require authorization from the original approval authority. Change orders
related to quantity or volume variations require verification and justification
by the originating department to the approving authority prior to approval.



City of Whittier
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20.All Charter Cities should develop policies and procedures for documenting

21

compliance with procurement requirements, and provide contract
compliance and oversight and have annual audit oversight with an outside
accounting firm — (4) Whittier has Council approved purchasing guidelines
and standard operating procedures. In addition, many of the transactions
are reviewed annually during the course of various audits.

JAll Charter City Councils, and citizens of the cities, reviewed in this report

should annually review the actual compensation received by employees of
their cities — (1) The City of Whittier posts compensation information on
both the City’s website and the State Controller's website.

22.All Charter City Councils of the cities reviewed in this report should have

access to prevailing municipal wage rates and/or salary ranges for
comparable cities in order to identify any individual city positions whose
salaries exceed the normal salary range for those positions. Approval of
any exceptional salaries should be based on justifications of exceptional
and uniqgue job responsibilities — (1) the City of Whittier regularly conducts
surveys of similar cities in the area to determine appropriate salary ranges
for all City employees.
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September 21, 2012

Presiding Judge

Los Angeles County Superior Court

Clara Shortridge Foltz Criminal Justlce Center
210 West Temple Street :

Eleventh Floor, Room 11-506

Los Angeles, CA 20012

To whom it may concern:

Pursuant to California Penal Code Section 933.05, the City of Temple City (City) is
providing the following responses to the 2011-2012 Los Angeles County Civil Grand
Jury Report (CGJ Report) dated June 26, 2012:

1.

2.

3.

All charter cities reviewed in this report should adopt financial planning, revenue

and expendlture policies to guide cities’ officials to develop sustainable, balanced
budgets.

The City agrees with this recommendation and will adopt financial

planning, revenue and expenditure policies to guide cities’ OffICIals to
develop sustainable, balanced budgets.

All charter cities reviewed in this report should develop a balanced budget and
commit to operating budget constraints.

The City agrees with this recommendation and has developed a balanced
budget for the Fiscal Year (FY) 2012-13, and plans to continue this practice

in the future. The Clty is also committed to operating within the budget
constralnts

All charter cities reviewed in this report should commit to not using one-time
revenues to fund recurring or on-going expenditures.



The City agrees with this recommendation and commits to not using one-
time revenues to fund recurring or on-going expenditures.

. All charter cities reviewed in this report should adopt multi-year budgets for better

planning to ensure the delivery of basic services before funding projects of lower
priority.

The City agrees with this recommendation and adopted a FY 2011-13 City

Budget. The City plans to continue with the practice of adopting a biennial
budget.

. All charter cities reviewed in this report should adopt a method and practice of
saving into a reserve or “rainy day” fund to be supplement operating revenue in
years of short fall. :

The City agrees with this recommendation and on June 5, 2012, adopted an
ordinance requiring budget reserve fund balance requirements. The
adopted ordinance is attached.

. Charter cities should develop and adopt a strategic plan that articulates the
mission, vision, core values and priorities (goals and objectives) for the City.

The City agrees with this recommendation and has adopted a strategic
plan.

. Charter cities should develop and report on performance measures or indicators
to evaluate outcomes or progress on priorifies. These performance measures
should be quantified, focused on outcomes or results, and information should be
provided for several years to allow evaluation of progress over time.

The City agrees with this recommendation and has developed and reported
on performance measures and indicators to evaluate outcomes or progress
on priorities.

. Charter city councils should continue to maintain a governance policy that
specifically defines the relationship between the council and executive. Charter
city councils should continue providing specific annual goals for the city's

executive (City Manager or City Administrator) and conduct meaningful
evaluations annually.

The City agrees with this recommendation and has a governance policy
that specifically defines the relationship between the council and the
executive. The City Council continues to provide specific annual goals for
the City Manager and conducts meaningful annual evaluations.



9.

Charter cities should formally establish an audit committee making it directly
responsible for the work of the independent auditor.

The City agrees with this recommendation however will further analyze
implementation. The City currently has a City Council appointed Budget
Ad Hoc Committee (i.e., Mayor and Council member) that provides
guidance on financial management practices. Staff will discuss this
recommendation further with the City Council Budget Ad Hoc Committee
for a final recommendation to the City Council.

10. All charter cities reviewed in this report should continue requiring compliance with

11.

standards of independence for the exiernal auditor. Cities that do not currently
select the auditor through a competitive process should do so. Cities that allow

the auditor to provide non-audit services should ensure appropriate review and
approval of those services.

The City agrees with this recommendation and selects the auditor through
a competitive process and the independent auditor does not provide non-
audit services.

Charter cities should review and update accounting policies and procedures to
ensure they are appropriately detailed and define the specific authority and
responsibility of employees. Cities should also establish a policy requiring

policies and procedures to be reviewed annually and updated at least once every
three years.

The City agrees with this recommendation and will establish a policy

requiring policies and procedures to be reviewed annually and updated at
least every three years.

12.Charter cities should review and update policies and procedures for reporting

fraud, abuse and questionable practices including a practical mechanism, such
as a fraud hotline, to permit the confidential, anonymous reporting of concerns.

The City agrees with this recommendation and will adopt policies and
procedures for reporting fraud, abuse and questionable practices including
a practical mechanism, such as a fraud hotline, to permit the confidential,
anonymous reporting of concerns.

13.Charter cities should periodically review and update internal control procedures

over financial management.

The City agrees with this recommendation and periodically reviews and
updates internal control procedures over financial management.



14.Charter cities that have not adopted a policy requiring an unrestricted fund
balance of no less than two months of regular general fund operating revenues
or regular general fund operating expenditures should develop such policies.
The City agrees with the recommendation however further discussions
with the City Council appointed Budget Ad Hoc Committee will be
necessary as a Budgeted Reserve Fund Balance Ordinance has recently
been adopted.

15.Charter cities must develop and publish a timely Comprehensive Annual
Financial Report (CAFR).

The City agrees with this recommendation and prepares and publishes
timely Comprehensive Annual Financial Reports (CAFR).

16.Charter cities that have not published financial reports on the city's website
should do so.

The City agrees with this recommendation and publishes its financial
reports on the City’s website.

17.Charter Cities should develop controls over sole sourced contracting to prevent
preferential granting of contracts.

The City agrees with this recommendation and will develop controls over
sole sourced contracting to prevent preferential granting of contracts.

18.Charter cities should develop policies and procedures for selecting and
negotiating fair prices for architectural and engineering services consistent with
stat codes.

The City agrees with this recommendation and has developed policies and
procedures for selecting and negotiating fair prices of architectural and
engineering services consistent with state codes.

19.All charter cities reviewed in this report should provide policies and procedures
for ensuring prices negotiated for substantial contract change orders are fair and
reasonable, and establish internal controls over substantial contract change
orders so that same contractors not repeatedly awarded contracts.

The City agrees with this recommendation and will develop policies and
procedures for ensuring prices negotiated for substantial contract change
orders are fair and reasonable, and will establish internal controls over
contracts so that same contractors are not repeatedly awarded contracts.



20.All charter cities should develop policies and procedures for documenting
compliance with procurement requirements, and provide contract compliance
and oversight and have annual audit oversight with an outside accounting firm.

The City agrees with this recommendation and has developed policies and
procedures for documenting compliance and with procurement
requirements and provides contract compliance and oversight with an
outside audit firm. :

21.All charter city councils and citizens of the cities, reviewed in this report should
annually review the actual compensation received by employees of their cities.

The City agrees with this recommendation and the City Council and
citizens of the City can annually review the actual compensation received
by employee of their cities. Annual salaries are provided on the City’s
website.

22 All charter city councils of the cities reviewed in this report should have access to
prevailing municipal wage rates and/or salary ranges for comparable cities in
order to identify any individual city position(s) whose salaries exceed the normal
salary range for those positions. Approval of any exceptional salaries should be
based on justifications of exceptional and unique job responsibilities.

The City agrees with this recommendation and is in the process of
completing classification and compensation study which will provide the
comparison information recommended.

Implementation of all recommendations will be completed by June 30, 2013.

If you have any questions please do not hesitate to contact me.

Sincerely,

Tracey L. Hause
Administrative Services Director

C: City Council Members
Jose E. Pulido, City Manger

Attachment: Ordinance No. 12-953
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ORDINANCE NO. 12-953

AN ORDINANCE OF THE CITY COUNCIL OF THE GITY OF TEMPLE
CITY, CALIFORNIA, ADDING A NEW CHAPTER 10 "BUDGET
RESERVE FUND BALANCE REQUIREMENTS" TO TITLE 2
"ADMINISTRATION" OF THE TEMPLE CITY MUNICIPAL CODE.

WHEREAS, to ensure adequate fiscal resources and stable delivery of City services during
emergencies, fiscal emergencies |, annual revenue fluctuation, liquidity shortages, or savere economic
downtums, the City desires to establish a General Fund reserve requirements, and;

WHEREAS, to ensure fiscal prudence and responsibility the City desires to also
establish criteria for use of General Fund reserves; and

WHEREAS, the City desires to adopt these requirements and criteria by Ordinance
and codify its provisions in the City of Temple City Municipal Code.

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF TEMPLE CITY HEREBY
ORDAINS AS FOLLOWS:

SECTION 1. Addition of Chapter 10 to Title 2 of the Temple City Municipal Code. The
City Councii hereby adds & new Chapter 10 * Budget Reserve Fund Balance Requirements } to Title 2
*Administration” of the Temple City Municipal Code, which shall read as follows:

Chapter 10
BUDGET RESERVE FUND BALANCE REQUIREMENTS

2550: PURPOSE
2560: DEFINITIONS
2570: BUDGET RESERVE FUND BALANCE TARGETS

2550: PURPQSE

The primary purpose of this Chapter is to ensure adequate fiscal resources and stable delivery of City
services during emergencies, fiscal emergencies, annual revenue fluctuations, liquidity shoriages, or
severe economic downturns so that in the event of these occurrences the City Is able to continue
providing essential city services and satisfying expenditure obligation. The secondary purpose of this
Chapter is to enable realistic long-term planning, assist in development of annual budgets, require the
prudent use of resources, and to implement of sound fiscal management practices. To achieve these
purposes, this Chapter requires the City to:

Establish adequate reserves.

Establish sound fiscal reserve requirements.

Ensure the City satisfies its shortterm and long-term financial obligations.
Establish a periodic review of the City's fund balances and reserves,
Enhance the City's credit rating.

AW

To achieve the purposes of this Chapler it is contemplated that the City will establish various Budget
Reserve Fund Balance accounts facilitating funding of emergencies, contingencies, liabiliies and
planned major capital projects. .



2560: DEFINITIONS
For the purposes of this Chapter 10, the following terms shall have the following meanings:

{a) “Emergency” shall mean, in accordance with Section 2701, the actual or threatened
existence of conditions of disaster or of extreme peril to the safety of persons and property within
the city caused by such conditions as air pollution, fire, flood, storm, epidemic, riot or earthquake,
or other conditions, including conditions resulting from a labor controversy, which conditions are
or are likely to be beyond the control of the services, personnel, equipment and facilities of the
city, requiring the combined forces of other political subdivisions to combal.

{b} “Fiscal Emergency” shall mean the occurrence of any one or more of the following:

{1) the existence of a default on a debt obligation for more than thirty days, or the
reasonable probability that the City will default on a debt obligation, or that the City will
not be able to cure a default on a debt abligation within thirty days;

(2) the existence of a failure for lack of funds to make payment of all payroll to officials,
officers, or employees of the municipal corporation for more than one payment cycled ;

{3) the existence of a condition in which accounts due and payable al the end of the
preceding fiscal year, less the year-end balance, exceeded one-twelfth of the available
revenues during the preceding fiscal year,

{4) the existence of a condition in which the aggregate of deficit amounts of all deficit
funds at the end of the preceding fiscal year, less the vear-end balance, exceeded one-
twelfth of the total of the general fund budget for that year and the receipts to those deficit
funds other than from transfers from the general fund,

{5) the existence of a condition in which, at the end of the preceding fiscal year, moneys
and marketable investments in or held for the unsegregated treasury of the municipal
corporation, minus outstanding checks and warrants, were less than the aggregate of the
positive balances of the general fund and those special funds whose purposes the
unsegregated itreasury meets, and such deficiency exceeded one-twelfth of the total
amount received into the unsegregaled treasury during the preceding fiscal year,

{c} “Economic Stabilization Reserve” shall mean, as provided in GASB 54 (Governmental
Accounting Standards Board), an identified fund for which the specified purpose is stabilizing the
delivery of city services during periods of operational deficits resulting from deferral of federal,
state, or county remittance and which may also be used as a short-term bridge from unexpected
and drastic downturns in the economy. Pursuant to GASB 54 stabilization is regarded as a
specified purpose only if the circumstances or conditions that signal the need for stabilization (a)
are identified in sufficient detail and (b) are not expected to occur routinely.

2570: MINIMUM BUDGET RESERVE FUND BALANCE

The City will maintain combined General Fund reserves as follows:



{a) Emergency/Disaster Reserve - $1,000,000.

(1) Use of these funds is allowable only when the following conditions have been met: (i)
The City Council has declared the existence of either an “Emergency” or “Fiscal

Emergency”; and (ii) The use of the reserve has been approved by 4/5" vote of the
membership of the City Council.

{2) Within 6 months after the Council's determination in paragraph (1) above the City
Manager shall present a plan to the City Council to replenish this fund .

{3) If all or a portion of the Reserve is utilized, the Reserve will be restored o the original
level as adopled within the next five years or whenever reasonably possible.

{b) Liquidity Reserve - $2,000,000,

{1} Funds are o be set-aside to provide cash flow for timing of revenues and
expenditures. For example, while payroll costs are bi-weekly and fairly predictable, state
and county tax paymemts can vary. The City may alsc from time to time have major
projects that are grant funded on a reimbursement basis that require large cash outlays.
A “Liguidity Reserve” is established to provide the cash-on-hand needed in between large
revenue payments and grant reimbursements and will alleviate the need for short-term
borrowing.

{2) If all or 2 portion of the Reserve is ulilized, the Reserve will be restored {o the original
level as adopted within the next five years or whenever reasonably possible,

{¢) Local Economic Uncertainty Reserve - $500,000

{1y Funds are to be set aside for the purpose of stabilizing the delivery of City services
during periods of operational budget deficits resulting from the conditions as described in
the definition above "Economic Stabilization Reserve.

{2) Use of the funds are allowable only when the City Council, upon the 4/5" vote of its
membership, has approved the use of the fund,

{3} If all or a portion of the Reserve is utilized, the Reserve will be restored 1o the original
level as adopted within the next five years or whenever reasonably possible

{d} Other Reserve Designations. The City Council may at any time designate specific fund
balance levels for future development of projects which it has determined to be in the best
long-term interests of the City.

{e) The City Manager must include a recommendation for the amounts to be appointed to
these reserves during the annual budget process.

SECTION 2.  Severability. The City Council hereby declares that, should any provision, section,
subsection, paragraph, sentence, clause, ptyase, or word of this Ordinance or any part thereof, be rendered
or declared invalid or unconstitutional by any final court action in a court of competent jurisdiction or by



reason of any preemptive legisiation, such decision or action shall not affect the validity of the remaining
section or portions of the Ordinance or part thereof. The City Council hereby declares that it would have
independently adopted the remaining provisions, sections, subsecfions, paragraphs, seniences, clauses,
phrases, or words of this Ordinance irrespective of the fact that any one or more provisions, seclions,
subsections, paragraphs, sentences, clauses, phrases, or words may be declared invalid or unconstitutional,

SECTION 3.  Publication. The City Clerk shall certify to the passage and adoption of this
Ordinance and lo its approval by the Mayor and shall cause the same to be published according to law.

PASSED, APPROVED, AND ADOPTED this 5th day of June, 2012,
Qg//% (e Zéé{vw/é

MAYOR PRO TEM

ATTEST:

@Mﬁ?ﬁﬂ%&o

Deputy City ClefX

{, Peggy Kuo, Deputy City Clerk of the City of Temple City, hereby certify that the foregoing Ordinance No.
12-953 was introduced at the regular meeting of the City Council of the City of Temple City held on the 15"
day of May, 2012 and was duly passed, approved and adopted by sald Council at the regular meeting held
on 5" of June, 2012 by the following vote:

AYES: Councilmember-Blum, Chavez, Vizcarra, Stermquist
NOES: Councilmember- None
ABSENT: Councilmember-Yu

30%@%@

Deputy City Clerk




CITY OF SIGNAL HILL

2175 Cherry Avenue ¢ Signal Hill, California 90755-3799

September 18, 2012

The Honorable Lee Smalley Edmon
Presiding Judge

Los Angeles County Superior Court
210 West Temple Street

11" Floor, Room 11-506

Los Angeles, CA 90012

Re: City of Signal Hill Response the Civil Grand Jury Report

Dear Presiding Judge Edmon:

The City of Signal Hill appreciates the efforts the Los Angeles County Civil Grand Jury
spent in studying the financial health and practices of 23 of the 25 charter cities in Los
Angeles County as reported in the “2011-2012 Los Angeles County Civil Grand Jury
Final Report — Charter Cities, June 26, 2012” (“the Report”). This letter is sent as the
City’'s response under California Penal Code Section 933.5 to the Report. The City has
previously adopted 19 of the Civil Grand Jury’s 22 recommendations for general best
management practices. This letter provides a detailed response to the three remaining
Civil Grand Jury recommendations and for the six Signal Hill findings as found on Pages
91 and 92 of the Report.

The main purpose of the Civil Grand Jury was to examine the financial and
management abuses from the City of Bell and the City of Vernon. Unfortunately these
abuses have harmed the reputation of all cities. The press has widely reported that the
abuses stemmed from their status as “charter cities,” as opposed to being “general law
cities.”

Our City Attorney is the new city attorney for the City of Bell. It is his opinion that the
City of Bell's charter was not at fault, since it contains some very good financial controls.
A major problem in Bell appears to be that elected and appointed officials seemed to
not understand or comply with their charter. We believe that the pending criminal cases
against the Bell City Council and city administration will bear this observation out.



Response to Civil Grand Jury Report
Septernber 18, 2012
Page 2 of 6

We agree with the Civil Grand Jury’s findings that cities should establish rigorous
policies and procedures to encourage and facilitate the reporting of fraud, abuse and
questionable practices. Signal Hill was one of the charter cities praised by the Civil
Grand Jury as having comprehensive and detailed policies and procedures for fraud
and abuse, including definitions, clear responsibilities for employee and management
personnel, and guidelines and steps for investigating allegations and reporting the
results (see Page 91).

The newspapers also reported that many of the county’s charter cities “lack strategic
planning and have spotty financial controls.” We are pleased to report that Signal Hill
performed well in all of these areas. The Civil Grand Jury reported that Signal Hill has a
strategic plan and budget performance measures. We noted that the sirategic plan
needs updating, especially since the State ordered dissolution of redevelopment
agencies in California which has adversely impacted our community’s planning.

The Civil Grand Jury found that the City’'s assets are stable, with only a 1.2% drop
during the FY2009-2010 year. The Grand Jury recommended that charter cities have
two months of reserve funds and that they should establish “rainy day” reserve
accounts. Signal Hill currently has six months of reserve funds and established its
Economic Uncertainties Fund in 1998.

We believe that the Civil Grand Jury's report could have been improved if it examined
the 65 general law cities in Los Angeles County for their financial health and practices,
as compared with the 23 charter cities. We also believe that the Report would have
been improved if it studied the financial health and practices of the City of Los Angeles
and the City of Long Beach, which are charter cities as well.

One Year Snap Shot — Depth of the Great Recession

The City Council reviewed the Report at their August 21, 2012 meeting. They noted
that that the Report was only based on one year (the FY2009-2010 Comprehensive
Annual Financial Report). This Report was at the depth of the Great Recession, which
began in the fourth quarter of 2008. Signal Hill's revenues declined 21% that year, with
sales tax revenues declining over $1.635 million alone. The international banking crisis
and the worldwide financial meltdown lead to a decline in all investments. The City's
investments dropped $1.553 million that year. The Council noted that it would be more
appropriate for the Civil Grand Jury to rely on five years of financial reports to get a
realistic picture of the city finances, since a longer term study would more reliably
illustrate trends. In Signal Hill's case, our reserve funds have rebounded to pre-Great
Recession levels. The Report was prepared with data that is over two years old.

The Civil Grand Jury found that 17 of the 23 charter cities expended more than they
received in revenues for FY2009-2010. However, the Report failed to disclose that a
major contributor to city deficits was the State's “raids” on local revenues to balance



Response to Civil Grand Jury Report
September 18, 2012

Page3 of6

their chronically deficit-plagued budget. The State “borrowed” over $355,000 from the
City's property taxes under Proposition 1A that year. The State also raided the Signal
Hill Redevelopment Agency for over $5.186 million that year, with corresponding
impacts on the City’s budget.

Exaggerated Asset to Liability Ratio

We believe that the Report mischaracterized Signal Hill's asset to liability ratio, thereby
misrepresenting the City's financial strength and giving the false impression of financial
weakness. The Long Beach Press Telegram relied on the Report in an article entitled
“San Bernardino, A City in Crisis — Boom to Bust,” which appeared in the Sunday, July
15, 2012 edition. The reporters relied on the Civil Grand Jury’s recommendations that
cities have a ratio of twice as many assets to liabilities (a ratio of 2.0 or better) and the
Grand Jury’'s Table 5 on assets to liabilities to report financial weakness. The story was
widely picked up by papers affiliated with the Press Telegram.

The Civil Grand Jury reported in Table 5 that Signal Hill had a 1.52 ratio of assets to
liabilities. The problem with the methodology is that the Repot combined Signal Hill's
General Fund assets and liabilities, with the assets and liabilities of the Signal Hill
Redevelopment Agency. These are two separate legal entities and they are not
responsible for each other's assets or debts.

The Signal Hill Redevelopment Agency issued over $89 million in bonds for the clean-
up of contaminated properties and the construction of infrastructure over the past two
decades. These bonds are paid with future property tax revenues from the project area.
The Report did not include any future property tax revenues as assets. This
communicated a much worse picture of the asset to liability ratio than exists. In reality
the City of Signal Hill has few debts. Segregating the former RDA’s bonded debts or
adding in the property tax revenues as an asset, results in an asset to liability ratio of
8.1, which is the healthiest of the 23 cities surveyed in the Report. It is unfortunate that
due to limited budget, the Report’s authors did not contact the City with any questions
on our Redevelopment Agency.

Civil Grand Jury Findings

1) Governance (Page 91)

The City agrees with the findings of the Civil Grand Jury that we have adopted a
Strategic Plan and that City Manager's goals are outlined for annual review by the City
Council. The City’s budget contains historic performance measure information. We
agree that Conflict of Interest and Investment policies have been adopted.



Response to Civil Grand Jury Report
September 18, 2012
Page 4 of 6

2) Audit Committee/Audit Procurement (Page 91)

The City agrees with the findings of the Civil Grand Jury on the competitive bid
information on the current auditor. The City will be completing a Request for Proposals
for a competitive selection of the auditor at the termination of the existing contract in
March of 2013. The City will be establishing an Audit Committee within the next six
months as recommended.

3) Accounting Policies and Procedures/internal Controls {Paqé 91)

As stated by the Civil Grand Jury, the City has comprehensive accounting policies,
procedures and internal controls. We agree that the City continuously reviews and
adopts these policies according to the latest GASB and GFOA recommended practices.
We disagree with the statement in the Report on Page 91 that it was not clear when the
policies were adopted or revised. The City provided your reviewer with over 100
policies in a large binder. These policies are dated and contain revisions dates if
applicable.

4) Report of Fraud, Abuse and Questionable Practices/internal Audit (Page 91)

The City agrees with the findings of the Civil Grand Jury that the City has adopted
“Ethical Work Practices for Employees Conflict of Interest” policy in March 2001. We
agree that the City has adopted a “Workplace Integrity and Fraud Prevention” policy in
July of 2010. We agree that the internal audit function is part of the job descriptions of
the finance staff.

5) Financial and Public Reporting Practices/General Fund Unrestricted Balance

The City agrees with the findings of the Civil Grand Jury that the City has established an
Economic Uncertainties Reserve Fund and we maintain a combined General Fund
reserve and economic uncertainties reserve equal to a minimum of six months
operating expenses.

6) Procurement and Contracting

The City agrees with the findings of the Civil Grand Jury that the Municipal Code
requires all purchases over $250 to made through bid, with those over $15,000 by
formal bid and contract. Exceptions include emergencies, services only available from
one vendor, or made under an open purchase order.

Best Management Practices

The City has previously adopted 19 of the 22 best management practices
recommended by the Civil Grand Jury. The three exceptions include:
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s Adoption of a Two-Year Budget

The City Council discussed this recommendation in detail at their August 21 meeting.
The City currently has a five-year budget projection, which examines the major
revenues and expenditures. The Council is supportive of the Grand Jury's
recommendation. However, the City is currently recruiting for its Administrative
Services Officer/Finance Director. It is anticipated that the new director would start in
January of 2013, which coincides with the preparation of the FY2013-2014 budget.
Under AB 26 and AB 1484 the City is required to dissolve the RDA. This work is time
consuming, labor intensive and complicated. We must complete two audits by the end
of the calendar year involving our former RDA. The Council found that the timing was
not ideal to make the change to a two-year budget, but that we will review the
recommendation in twelve months. The Council also expressed concern over the
uncertainties of completing a two-year budget that with the State’s continual “raiding” of
local funds and the uncertainties of the RDA dissolution process.

e Formation of an Audit Committee

The City Council discussed this recornmendation at their August 21% meeting. The City
will form an Audit Committee in the next six months.

¢ Routine Change of Auditors at the End of the Contract

The City Council discussed this recommendation at the August 21 meeting. The City
is committed to a Request for Proposal at the end of the current auditor's contract. We
understand the Grand Jury’s concemn that continuing to use the same auditor has
resulted in issues in the City of Bell. The Council also discussed the time and resources
devoted by staff and new auditors in building the new audit. There was discussion in
favor of having six {o seven year contracts, as opposed to the current five year contract.

Conclusion

Cities can always improve their practices and the Report's recommendations are
generally well thought out. We have concerns with the methodology the Report’s
authors used in assessing supposed financial weakness of our City, which combined
RDA debt with City debt, then gave no value to future property taxes legally dedicated
to payback the RDA’s debt. The Report could also have been improved by reviewing
financial data from more than one year and at the bottom of the Great Recession. The

Report could also have been improved by including a survey of general law cities in Los
Angeles County.

The City of Signal Hill appreciates the efforts of the Civil Grand Jury in attempting to
document if the abuses of the City of Bell and the City of Vernon are endemic to charter
cities. We don’t believe that this is the case as shown by an objective review of the
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Report. Bell's problems seem to point to disregard for financial policies by their elected
and appointed officials.

Please do not hesitate to contact me if the Civil Grand Jury has any questions or needs
additional  information. | can be reached at (562) 989-7302 or at
kfarfsing@cityofsignalhill.org.

Sincerely,

Kenneth C.
City Manager

Reviewed by: Maida Alcantara
Administrative Services Officer/Finance Director

cc:  Mayor and Members of the City Council
City Attorney
Department Heads
Signal Tribune Newspaper



@ Office of the City Manager
gl PO Box 2200

j Santa Monica, CA 90407-2200

City of
Sants Monlea®

November 26, 2012
Los Angeles County Civil Grand Jury
210 West Temple Street, Room 11-506

Los Angeles, CA 90012
Attention: Jeffery Clements

Re: Response to 2011-2012 Los Angeles County Grand Jury Final Report

Thank you for your letter. ‘Attached is a copy of the letter Varjd response that was sent to your
office in early September. If you have any questions regarding our response, please do not
hesitate to contact Elaine Polachek, Assistant City Manager.

Sincerely,

Rod Gould
City Manager

Encl.

Tel: 310 458-8301
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_afmil] Office of the City Manager

gy PO Box 2200 :
. Santa Monica, CA 90407-2200

Cety of

Samta Monica®

August 30, 2012

Presiding Judge

Los Angeles County Superior Court

Clara Shortridge Foltz Criminal Justice Center
210 West Temple Street

Eleventh Floor, Room 11-506

Los Angeles, CA 90012

Re: Response to 2011-2012 Los Angeles County Grand Jury Final Report

The City of Santa Monica appreciates and values the Grand Jury’s report on “Charter Cities Fiscal
Health, Governance and Management Practices.” Like the Grand Jury, the City of Santa Monica
values transparency and has worked hard to ensure that we are fiscally prudent and responsible in
managing the public’s resources to deliver high quality services.

Like all cities in California, Santa Monica is experiencing new fiscal challenges with the elimination
of Redevelopment and the continued effects of the Great Recession. Santa Monica, through its
conservative fiscal management, has withstood these challenges better than most cities.

We generally agree with the Grand Jury’s report and have either implemented or were already in
the process of implementing most of the recommendations set forth in the report. Attached you
will find explicit responses to the Grand Jury’s recommendations related to all cities and those that
specifically referenced Santa Monica. We did not provide responses to those quiestions where
Santa Monica was not referenced as it was mutually recognized that those items were already
standard practice for our City.

If you have any questions about our response, please do not hesitate to contact Elaine Polachek,
Assistant City Manager.

Sincerely,

Rod Gould
City Manager

Tek 310 458-8301



City of Santa Monica Reponses to Grand Jury Report

1) All charter Cities reviewed in this report should adopt financial planning, revenue and

2)

3)

expenditure policies to guide cities’ officials to develop sustainable, balanced budgets.

. Agree. The recommendation has been implemented. The City adopts/reaffirms its financial,

revenue and expenditure policies wnth each budget. Fiscal policies are shown starting on page
240 of the Adopted Budget:

hitp: //www SmEov. net/uploadedFllestenartments/Fmance[Annual Budgetsfzoil—
13. Proposed Biennial Budget, 12%20Reference df

All charter cities reviewed in this report should develop a balanced budget and commit to
operate within budget constraints.

Agree. The recommendation has been implemented. The City of Santa Monica adopts a
balanced budget each year. Eéch ﬁsca'i year, unused budget amounts for capital projects are
carried forward to the follow fiscal year to complete one-time projects funded with one-time
funds. This rol!‘over of one-time pmjec;ts causes each year’s expenditure budget to appear to

exceed revenue, However, every fiscal year, on-going expenditures do not exceed on-going
revenue.

All charter cities reviewed in this report shoufd comm;t to not using one-time revenues to fund
recurring or on-going expenditures.

Agree. The recommendation has been imp!emented The City of Santa Monica has the

following related financial policies, which are reaffirmed each year aiong with budget adoption,
and which are strictly adhered to:

® The City w:ll adopt a balanced budget annua!ly byJune 30. :
s Current revenues will be sufficient to support current operating expenditures.

4) All charter cities reviewed in this report should adopt mdfti—'year budgets for better planning to
- ensure the delivery of basic services before funding pro,igc'ts of lower priority.

Agree. The recommendation has been ‘impieménted. The City of Santa Monica operates under
a two year budget process for both its operating and capital expenditures. The two-year
operating budget was put into place, with City Council adoption of the first year and approval of
the sécohd year, on luly 1, 2011. The City Council adopted the second year of the biennial
operating budget with very few changes in June 2012. The biennial capital improvements
program budget was put into place on July 1, 2012. The operating and capital budgeting
process is informed by a five year forecasting tool that is updated and presented to the City
Council every six months,

httn:‘[{www.gmgov,n_et}Depar;meﬁts{f%ingnce/cont‘ent.~as’px?id,=26_654
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All charter cities reviewed in this report should adopt a method and practice of saving into a
reserve or “roiny day” fund to supp!ement operating revenue in years of short fall.

Agree. The recommendation has been implemented. In its fiscal year 2011/13 hudget, the City
of Santa Monica augmented its existing Economic Uncertainty designation by $1.5 million,
which brought the total to $9.7 million. To address continued uncertainties related 16 economic
recovery and provide the City with additional protection should an unexpected downturn or
shock loss occur, the City increased its operating and capital minimum contingency reserve
from 10% of General Fund operating and capital expenses to 15% in January 2012.

Charter cities should formally establish an audit committée making it directly responsible for the

-work of the independent aquditor.

Agree, The recommendation has not yet been 1mptemanted and is scheduled for Council
consideration in winter 2012. The recommendation s consistent with our auditor’s
recommendation that the City Council consider the creation of an audit committee, Staff will be
bringing forward a recommendation to establish an audit committee during the City Council’s

‘annual fall retreat. Also under consideration wﬂi be whether the new audit commtttee would

approve non-audit services provided by the City’s auditor.

10) All charter citfes reviewed in this report should continue requiring compliance with standards of

independence for the external auditor.

Agree. The recommendation has been implemented and the City will continte to require
compliance with standards.

11) Charter cities should review and update accounting psfrczes and procedures to ensure they are

oppropriately detailed and define the specific authority and responsibility of empioyees Cities

should also establish a policy requiring policies and procedures to be reviewed gnnually and
updated ot least once every three years.

Agree. The City maintains compliance with governmental accounting principles {GAAP} and best
practices. During Fiscal Year 2012/13, the City wilt be completing .a review of its policies and
procedures and updating its docurmentation where apphcable following the review.

12) Charter Cities should review and update policies and procedures for reporﬁ‘ng froud, abuse and

questionable proctices including a practical mechanism, such as g fraud hotline, to permit the
ccnﬁdentmf -anonymous reporting of concerns.

Agree, The City of Santa Monica has various policies that address ethical behaviaf‘ such as those

related to not accepting gifts and nepotism. Additionally, many professional organiiations, such

as ICMA and GFOA, have ethics standards for professionals in the organization. The City also
incorporates standards related to ethical behavior within its purchasing policies and within
various training programs the City offers or requires, such as the City's pre-supervisory

academy. Reports of suspected abuse can be reported to the City Attorney, Human Resources
or Police Departments.



21) All charter city councils, and citizens of the cities, reviewed in this report should annually review
the actual compensation received by employees of their cities.

Partially agree. The City agrees that regular review of compensation is necessary. Annual review
is neither practical nor facilitative of long term strategies to manage costs. Santa Monica posts
all employee contracts and safary schedules online for the public to be able to access and

o e ). The City reviews its
compensatlon packages in the context of coltectave bargammg negot:atlons Review is not
practical on an annual basis and the City favors longer term strategies to manage its
compensation costs. This is reflective in multi-year agreements with some employee groups.
Compensation packages are also reviewed within the longer-term context of the two-year
budget and five-year forecast. The only exception is the Executive Pay Plan, which consists of
the City Manager, the Cit\) Attorney, Department Directors, Assistant City Manager, Deputy City
Manager and the City Clerk. As this is an unrepresented group, their compensation must be
reviewed annually.

22) All charter city councils of the cities reviewed in this report should have access to prevailing
wage rates and/or salary ranges for comparable cities in order to identify any individual
position{s) whose salaries exceed the normal salary range for those positions. Approval of any
exceptional salaries should be based on justifications of exceptional and unique job
responsibilities.

Agree. The recommendation has been implemented. The City reviews salaries related to
comparable positions and internal equity. When reviewed, the City utilizes the services of a
salary énd‘ compensation consultant to confirm the applicable comparables. Additionally, the
City has adopted formal policies related to classification and compensation studies, including
those contained within Memorandums of Understandings. '



 redondo
B E A C H

Michael A, Gin 415 Diamond Street, P.O. Box 270 tel 310 372-1171
Mayor Redondo Beach, California 90277-0270 ext. 2260
www.redondo.org fax 3103799268

September 18, 2012

Presiding Judge Lee Smalley Edmon

Los Angeles County Superior Court

Clara Shertridge Foltz Criminal Justice Center
210 West Temple Street

" Eleventh Floor, Room 11-506

Los Angeles, CA 90012

Dear Judge Edmon,

The City of Redondo Beach thanks the Civil Grand Jury for the research and effort
that went into creating their 2011-12 Report. We hope the responses and
clarifications that we have provided below will be valuable information as we all work

towards greater openness, transparency, and fiscal responsibility for all levels of
government.

This serves as the City of Redondo Beach’s formal response to the findings and
recommendations in the Los Angeles County Grand Jury Report Charter Cilies Fiscal
Health, Governance and Management Practices. Our response provides
clarifications, answers and validations for the City’s policies and practices that have
earned the City a Standard & Poors bond rating of AA+ in addition to numerous state
and national awards for budgeting and financial management.

CITY OF REDOINDO BEACH RESPONSE TO GRAND JURY REPORT

Introduction (pg.7): “Charter cities are given greater authority and fiexibility, by
California law, than general law cities over municipal affairs. The 2011-12 Los
Angeles County Civil Grand Jury (CGJ) members expressed concern about the
potential abuse of this flexibility.”

City Response: The Grand Jury appears to have started its work with the erroneous
assumption that there are inherent flawed characteristics in charter cities that can lead
to failures in municipal government in comparison to the characteristics of general law
cities. The Grand Jury should consider testing this assumption with the necessary
comparative research on general law cities. In general, charter cities allow private
citizens to exert greater control and influence over municipal affairs. Charter
amendments must be publicly vetted by City Councils and be enacted by a vote of the
people.



Total Funds — Revenues, Expenditure, and Net Revenues (pg. 10); “Cities must
balance their budgets, and they often do so by spending down reserve funds,
liquidating city assets, or increasing city debt or liabilities. Cities may have to make
more substantial reductions in city services, or may even face the possibility of
insolvency or bankruptcy.”

City Response: Every charter city has to find its own path for budget balancing to deal
with the revenue shortfalls caused by the economic recession and the actions by the
State government. Service cuts are being made by all cities to align available
revenues with expenditures. The Grand Jury's assessment of the fiscal options for
cities appears to be incomplete. The report should include the expenditure reduction
techniques of 1) renegotiation of labor agreements, 2) outsourcing services, or, 3)
transfer of services to non-profits. The report should also discuss revenue
enhancements from 1) economic development, 2) adjustments to fees and charges,
or, 3) tax measures for voter approval.

The report should address the need to maintain fiscal health through reform to public
employee pension programs, workers compensation and health care - - all of which
are driving labor costs higher than revenues available to pay for them. Lastly, the
Grand Jury report is silent on the long-term negative impact on cities by the State of
California in its actions to impose unfunded mandates and devour local revenues for
their purposes. This includes the elimination of redevelopment agencies, grants,
subventions and tax support.

Financial Health Best Practice #4 (pg. 17): “All charter cities should adopt multi-year
budgets for better planning to ensure the delivery of basic services before funding
projects of lower priority.” (pg. 56) “All charter cities reviewed in this report should
adopt multi-year budgets for better planning to ensure delivery of basic services
before funding projects of lower priority.”

City Response:. In our City's view, multi-year budgets do not improve financial
conditions or protect cities from financial stress caused by an economic recession or
the unfunded mandates and revenue take-aways by the State and Federal
governments. City managements’ focus on cash-flow and City Councils’ timely and
decisive policy actions are more important than reliance on multi-year budget plans.
Multi-year budgets can lull cities into policy and bureaucratic complacency in the midst
of the dynamic economic and fiscal change being experienced now and into the
foreseeable future.
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More valuable to Redondo Beach, the City uses a 3-year financial model as a tool to
forecast our best case - worst case - probable case financial scenario. This is built
upon selected economic, fiscal and legislative indicators provided by experts in their
fields. The City does annually adopt a 5-year capital improvement projects plan for
the scheduling of funding and construction of facilities and infrastructure. Finally, as a
legal note, City of Redondo Beach’s voter approved Charter constrains the City
Council's authority to adopt only a one-year municipal budget, thus not permitting
multiyear budgeting.

General Fund Unrestricted Fund Balance (pg. 40-41): “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”. (pg. 45) “All
charter cities that have not adopted a policy requiring an unrestricted fund balance of
no less than two months of regular general fund operating revenues or regular general
expenditures should develop such policies.” (pg. 57) “Charter cities that have not
adopted a policy requiring an unrestricted fund balance of no less than two months of
regular general fund operating revenues or regular general fund operating
expenditures should develop such policies. The following cities should adopt such a
policy: Alhambra, Arcadia, Bell, Cerritos, Compton, Downey, Glendale, Industry,
Lancaster, Pomona, Redondo Beach, Temple City, Torrance, Vernon, Whittier.”

City Response: The City of Redondo Beach maintains one month unrestricted fund
balance in the general fund. This is listed in the Grand Jury Report Table 31. The
Grand Jury's reliance on the measure of two months of unrestricted fund balance as a
key indicator of fiscal health is somewhat misleading. This can be stated because
absent from the Grand Jury’s research, findings and recommendations are cities’ -
(funded or unfunded) liabilities for: 1) PERS 2) workers compensation 3) post-
retirement health benefits 4) vehicle & equipment replacement 5} liability & insurance
and 6) capital projects. The unfunded financial liability of cities in the aforementioned
six areas can dramatically alter the Grand Jury’s results in their fiscal evaluation of
any city in Los Angeles County. Therefore, too much reliance has been placed on the
GFOA two-month standard when consideration should have been made of the other
six areas by the Grand Jury.

While the City of Redondo Beach maintains an unrestricted fund balance slightly lower
than the GFOA recommendation, the City has adopted policies and allocates funding
for the six areas of PERS, workers compensation, post-retirement health benefits,
vehicle & equipment replacement, liability & insurance and capital projects. This is
done with resources that might otherwise used to fund two months of General Fund



unrestricted fund balance. In simple terms, the City defines its sustainable general
financial health as meeting payroll requirements each month with ongoing revenues,
maintaining a one-month unrestricted fund balance and handling funding for the six
areas described above.

Important to note for Redondo Beach, labor associations representing City employees
agreed to 6% compensation cuts to help the City bridge budget gaps in the past three
years. In accordance with those binding labor agreements, compensation restoration
would come ahead of allocating more general fund money to meet the Grand Jury’'s
proposed two month-unrestricted fund balance goal.

Redondo Beach — Governance: (pg. 90) “No performance indicators focused on
outcomes or results.”

City Response: Our City’'s extensive reporting on outcomes and results appear to
have been missed by the Grand Jury. The Mayor each year reports on outcomes and
results in a State of the City Message presented in writing and in a publicly attended
annual speech. The City publishes and distributes a City Annual Report listing
outcomes and results. The City’s Comprehensive Annual Financial Report lists
outcomes and results. The City Council's bi-annual City’s Strategic Plan report details
specific outcomes and resuits. The City's Strategic Plan objectives outcomes and
results are reported monthly to the City Council and City Commissions. The City's
Mid-Year Budget Update focuses on outcomes and results. The City Council’s bi-
annual capital improvement plan review describes outcomes and results. The City
Council receives outcomes and results in the Annual City Budget and Capital
Improvement Plan. The City Commissions and City Council receive special reporis on
outcomes and results. The City Manager’'s annual performance evaluation details
outcomes and resulis.

Redondo Beach — Governance: (pg. 90) “Duties of the City Manager defined in the
municipal code.”

City Response: The City Manager's duties are defined in the city charter with
additional responsibilities detailed in the municipal code.

Redondo Beach — Audit Committee/ Audit Procurement: (pg. 90) “Charter states audit
contract is competitive upon the recommendation of the City Manager.”

City Response: In practice, the City Council's Audit Committee interview audit firms
and recommends an audit contract to the City Council.



Redondo Beach — Accounting Palicies and Procedures/Internal Controls: (pg. 90)

“City Charter assigns budgeting and financial management responsibilities to the
elected City Clerk.”

City Response: The City Manager under the Charter is responsible for delivery of the
annual budget to the City Council by May 16" of each year and the Financial Services
Department in practice is respansible for accounting and fiscal administration.

Thank you for receiving the City of Redondo Beach’s response to the Los Angeles
County Grand Jury Report Charter Cities Fiscal Health, Governance and Management
Practices.

Sincerely,

Mike Gin



Michael A. Gin 415 Diamond Street, P.O. Box 270 tel 310372-1171
Mayor Redondo Beach, California 90277-0270 ext. 2260
www.redondo.org fax 310 379-9268

October 1, 2012

Presiding Judge Lee Smalley Edmon

Los Angeles County Superior Court

Clara Shortridge Foltz Criminal Justice Center
210 West Temple Street

Eleventh Floor, Room 11-506

Los Angeles, CA 90012

Dear Judge Edmon,

The City of Redondo Beach thanks the Civil Grand Jury for the research and effort that
went into creating their 2011-12 Report. We hope the responses and clarifications that
we have provided below will be valuable informatien as we all work towards greater
openness, transparency, and fiscal responsibility for all levels of government.

This serves as the City of Redondo Beach’s formal response to the findings and
recommendations in the Los Angeles County Grand Jury Report Charter Cities Fiscal
Health, Governance and Management Practices. Our response provides clarifications,
answers and validations for the City’s policies and practices that have earned the City a
Standard & Poors bond rating of AA+ in addition to numerous state and national awards
for budgeting and financial management.

CITY OF REDOINDO BEACH RESPONSE TO GRAND JURY REPORT

Introduction (pg.7): “Charter cities are given greater authority and flexibility, by
California law, than general law cities over municipal affairs. The 2011-12 Los Angeles

County Civil Grand Jury (CGJ) members expressed concern about the potential abuse of
this flexibility.”

City Response: The Grand Jury appears to have started its work with the erroneous
assumption that there are inherent flawed characteristics in charter cities that can lead to
failures in municipal government in comparison to the characteristics of general law
cities. The Grand Jury should consider testing this assumption with the necessary
comparative research on general law cities. In general, charter cities allow private
citizens to exert greater control and influence over municipal affairs. Charter
amendments must be publicly vetted by City Councils and be enacted by a vote of the
people.



Total Funds — Revenues, Expenditure, and Net Revenues (pg. 10): “Cities must balance
their budgets, and they often do so by spending down reserve funds, liquidating city
assets, or increasing city debt or liabilities. Cities may have to make more substantial
reductions in city services, or may even face the possibility of insolvency or bankruptcy.”

City Response: Every charter city has to find its own path for budget balancing to deal
with the revenue shortfalls caused by the economic recession and the actions by the State
government. Service cuts are being made by all cities to align available revenues with
expenditures. The Grand Jury’s assessment of the fiscal options for cities appears to be
incomplete. The report should include the expenditure reduction techniques of 1)
renegotiation of labor agreements, 2) outsourcing services, or, 3) transfer of services to
non-profits. The report should also discuss revenue enhancements from 1) economic
development, 2) adjustments to fees and charges, or, 3) tax measures for voter approval.

The report should address the need to maintain fiscal health through reform to public
employee pension programs, workers compensation and health care - - all of which are
driving labor costs higher than revenues available to pay for them. Lastly, the Grand Jury
report is silent on the long-term negative impact on cities by the State of California in its
actions to impose unfunded mandates and devour local revenues for their purposes. This
includes the elimination of redevelopment agencies, grants, subventions and tax support.

Financial Health Best Practice #4 (pg. 17): “All charter cities should adopt multi-year
budgets for better planning to ensure the delivery of basic services before funding
projects of lower priority.” (pg. 56) “All charter cities reviewed in this report should
adopt multi-year budgets for better planning to ensure delivery of basic services before
funding projects of lower priority.”

City Response: In our City’s view, multi-year budgets do not improve financial
conditions or protect cities from financial stress caused by an economic recession or the
unfunded mandates and revenue take-aways by the State and Federal governments. City
managements’ focus on cash-flow and City Councils’ timely and decisive policy actions
are more important than reliance on multi-year budget plans. Multi-year budgets can lull
cities into policy and bureaucratic complacency in the midst of the dynamic economic
and fiscal change being experienced now and into the foreseeable future.

More valuable to Redondo Beach, the City uses a 3-year financial model as a tool to
forecast our best case - worst case - probable case financial scenario. This is built upon
selected economic, fiscal and legislative indicators provided by experts in their fields.
The City does annually adopt a 5-year capital improvement projects plan for the
scheduling of funding and construction of facilities and infrastructure. Finally, as a legal
note, City of Redondo Beach’s voter approved Charter constrains the City Council’s

authority to adopt only a one-year municipal budget, thus not permitting multiyear
budgeting.

General Fund Unrestricted Fund Balance (pg. 40-41): “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”. (pg. 45) “All charter
cities that have not adopted a policy requiring an unrestricted fund balance of no less than
two months of regular general fund operating revenues or regular general expenditures
should develop such policies.” (pg. 57) “Charter cities that have not adopted a policy
requiring an unrestricted fund balance of no less than two months of regular general fund
operating revenues or regular general fund operating expenditures should develop such
policies. The following cities should adopt such a policy: Alhambra, Arcadia, Bell,
Cerritos, Compton, Downey, Glendale, Industry, Lancaster, Pomona, Redondo Beach,
Temple City, Torrance, Vernon, Whittier.”

City Response: The City of Redondo Beach maintains one month unrestricted fund
balance in the general fund. This 1s listed in the Grand Jury Report Table 31. The Grand
Jury’s reliance on the measure of two months of unrestricted fund balance as a key
indicator of fiscal health is somewhat misleading. This can be stated because absent from
the Grand Jury’s research, findings and recommendations are cities’ (funded or
unfunded) liabilities for: 1) PERS 2) workers compensation 3) post-retirement health
benefits 4) vehicle & equipment replacement 5) liability & insurance and 6) capital
projects. The unfunded financial liability of cities in the aforementioned six areas can
dramatically alter the Grand Jury’s results in their fiscal evaluation of any city in Los
Angeles County. Therefore, too much reliance has been placed on the GFOA two-month
standard when consideration should have been made of the other six areas by the Grand
Jury.

While the City of Redondo Beach maintains an unrestricted fund balance slightly lower
than the GFOA recommendation, the City has adopted policies and allocates funding for
the six areas of PERS, workers compensation, post-retirement health benefits, vehicle &
equipment replacement, liability & insurance and capital projects. This is done with
resources that might otherwise be used to fund two months of General Fund unrestricted
fund balance. In simple terms, the City defines its sustainable general financial health as
meeting payroll requirements each month with ongoing revenues, maintaining a one-

Important to note for Redondo Beach, labor associations representing City employees
agreed to 6% compensation cuts to help the City bridge budget gaps in the past three
years. In accordance with those binding labor agreements, compensation restoration
would come ahead of allocating more general fund money to meet the Grand Jury’s
proposed two month-unrestricted fund balance goal.

Redondo Beach — Govemance: (pg. 90) “No performance indicators focused on outcomes
or results.”

City Response: Our City’s extensive reporting on outcomes and results appear to have
been missed by the Grand Jury. The Mayor each year reports on outcomes and results in
a State of the City Message presented in writing and in a publicly attended annual speech.
The City publishes and distributes a City Annual Report listing outcomes and results.



The City’s Comprehensive Annual Financial Report lists outcomes and results. The City
Council’s bi-annual City’s Strategic Plan report details specific outcomes and results.
The City’s Strategic Plan objectives outcomes and results are reported monthly to the
City Council and City Commissions. The City’s Mid-Year Budget Update focuses on
outcomes and results. The City Council’s bi-annual capital improvement plan review
describes outcomes and results. The City Council receives outcomes and results in the
Annual City Budget and Capital Improvement Plan. The City Commissions and City
Council recerve special reports on outcomes and results. The City Manager’s annual
performance evaluation details outcomes and resulits.

Redondo Beach — Governance: (pg. 90) “Duties of the City Manager defined in the
municipal code.”

City Response: The City Manager’s duties are defined in the city charter with additional
responsibilities detailed in the municipal code.

Redondo Beach — Audit Committee/ Audit Procurement: (pg. 90) “Charter states audit
contract is competitive upon the recommendation of the City Manager.”

City Response: In practice, the City Council’s Audit Committee interview audit firms
and recommends an audit contract to the City Council.

Redondo Beach — Accounting Policies and Procedures/Internal Controls: (pg. 90) “City

Charter assigns budgeting and financial management responsibilities to the elected City
Clerk.”

City Response: The City Manager under the Charter is responsible for delivery of the
annual budget to the City Council by May 16™ of each year and the Financial Services
Department in practice is responsible for accounting and fiscal administration.

Thank you for receiving the City of Redondo Beach’s response to the Los Angeles
County Grand Jury Report Charter Cztzes F zscal Health Governance and Management
‘Practices.

Sincerely,

‘7& W’ feo 7E)77

Michael A. Gin
FosZ Mayor



City of Redondo Beach

415 Diamond Street, Redondo Beach, CA 90277

January 7, 2013

Jeffery Clements
Chairman, Continuity Committee
2012-13 Los Angeles County Civil Grand Jury

Frederick Piltz, Foreperson
2012-13 Los Angeles County Civil Grand Jury

Los Angeles County Grand Jury

Clara Shortridge Foltz Criminal Justice Center
210 West Temple Street

Eleventh Floor, Room 11-506

Los Angeles, CA 900012

Re: Grand Jury Letter of 11/15/12 — Response to Grand Jury Recommendations

Dear Mr. Clements and Mr. Piltz,

The City of Redondo Beach received your letter of November 15, 2012 noting
that the City had not responded to Grand Jury recommendations humbers 4 and
14. Mayor Mike Gin and | reviewed the City’s response to the Grand Jury report
and believe you may have overlooked our specific responses to numbers 4 and
14 detailed in our letter to you.

In response to number 4, we wrote in our letter the following answer: 7

Financial Health Best Practice #4 (pg. 17): “All charter cities should adopt muiti-
year budgets for better planning to ensure the delivery of basic services before
funding projects of lower priority.” (pg. 56) “All charter cities reviewed in this
report should adopt multi-year budgets for better planning to ensure delivery of
basic services before funding projects of lower priority.”

City Response: In our City’s view, multi-year budgets do not improve financial
conditions or protect cities from financial stress caused by an economic
recession or the unfunded mandates and revenue take-aways by the State and
Federal governments. City managements’ focus on cash-flow and City Councils’
timely and decisive policy actions are more important than reliance on multi-year
budget plans. Multi-year budgets can lull cities into policy and bureaucratic



complacency in the midst of the dynamic economic and fiscal change being
experienced now and into the foreseeable future.

More valuable fo Redondo Beach, the City uses a 3-year financial model as a
fool fo forecast our best case - worst case - probable case financial scenario.
This is built upon selected economic, fiscal and legislative indicators provided by
experts in their fields. The City does annually adopt a 5-year capital
improvement projects plan for the scheduling of funding and construction of
facilities and infrastructure. Finally, as a legal note, City of Redondo Beach's
voter approved Charter constrains the City Council’s authority to adopt only a
one-year municipal budget, thus not permitting multiyear budgeting.

In response to number 14, we wrote in our letter the following answer:

General Fund Unrestricted Fund Balance (pg. 40-41): “GFOA recommends, at a
minimum, that general purpose-govemments, 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”. (pg. 45) “All charter cities that have not adopted a policy requiring
an unrestricted fund balance of no less than two months of reqular general fund
operating revenues or regular general expenditures should develop such
policies.” (pg. 57) “Charter cities that have not adopted a policy requiring an
unrestricted fund balance of no less than two months of regular general fund
operating revenues or reqular general fund operating expenditures should
develop such policies. The following cities should adopt such a policy: Alhambra,
Arcadia, Bell, Cerritos, Compton, Downey, Glendale, Industry, Lancaster,
Pomona, Redondo Beach, Temple City, Torrance, Vemon, Whittier.”

City Response: The City of Redondo Beach maintains one month unrestricted
fund balance in the general fund. This is listed in the Grand Jury Report Table
31. The Grand Jury’s reliance on the measure of two months of unrestricted fund
balance as a key indicator of fiscal health is somewhat misleading. This can be
stated because absent from the Grand Jury’s research, findings and
recommendations are cities’ (funded or unfunded) liabilities for: 1) PERS 2)
workers compensation 3) post-retirement health benefits 4) vehicle & equipment
replacement 5) liability & insurance and 6) capital projects. The unfunded
financial liability of cities in the aforementioned six areas can dramatically alter
the Grand Jury’s results in their fiscal evaluation of any city in Los Angeles
County. Therefore, too much reliance has been placed on the GFOA two-month
standard when consideration should have been made of the other six areas by
the Grand Jury.

While the City of Redondo Beach maintains an unrestricted fund balance slightly
lower than the GFOA recommendation, the City has adopted policies and
allocates funding for the six areas of PERS, workers compensation, post-
retirement health benefits, vehicle & equipment replacement, liability & insurance



and capital projects. This is done with resources that might otherwise used to
fund two months of General Fund unrestricted fund balance. In simple terms, the
City defines its sustainable general financial health as meeting payroll
requirements each month with ongoing revenues, maintaining a one-month
unrestricted fund balance and handling funding for the six areas described
above.

Important to note for Redondo Beach, labor associations representing City
employees agreed to 6% compensation cuts fo help the City bridge budget gaps
in the past three years. In accordance with those binding labor agreements,
compensation restoration would come ahead of allocating more general fund

money to meet the Grand Jury’s proposed two month-unrestricted fund balance
goal.

In summary:

The City conducts multi-year financial planning through its strategic plan, its five-
year capital improvement plan and planning for city services through its three-
year fiscal modeling. Important for the Grand Jury to understand, the voter
approved Redondo Beach City Charter mandates we budget one-year at a time.
Additionally, due to the volatility of municipal finances in California, it is our City’s
practice to use private sector techniques in focusing on quarterly cash flow,
expenditure controls, productivity and economic development rather fall into
complacency relying on multi-year budgets based on imprecise predictions of
future revenues and expenditures.

The City maintains a one-month unrestricted General Fund balance rather than
the two-month reserve suggested by the Grand Jury. However, as our
September response explains, we prudently maintain unrestricted General Fund
balances (accessible by the City Council) for specific purposes such as general
liability protection and vehicle replacements. These unrestricted General Fund
specific purpose fund balances combined with the City's one-month unrestricted
General Fund balance equals nearly six months of General Fund reserve. In
contrast, other cities may have two-months of unrestricted General Fund balance
but leave unfunded millions of dollars general liability and vehicle replacements.

If you have any questions or need further clarification, please call me at 310-318-
0691.

-~

SW@ZX ,.

William P. Workman
City Manager




City of Redondo Beach

415 Diamond Street, Redondo Beach, CA 90277

January 7, 2013

Jeffery Clements
Chairman, Continuity Committee
2012-13 Los Angeles County Civil Grand Jury

Frederick Piltz, Foreperson
2012-13 Los Angeles County Civil Grand Jury

LLos Angeles County Grand Jury

Clara Shortridge Foltz Criminal Justice Center
210 West Temple Street

Eleventh Floor, Room 11-506

LLos Angeles, CA 900012

Re: Grand Jury Letter of 11/15/12 — Response to Grand Jury Recommendations

Dear Mr. Clements and Mr. Piltz,

The City of Redondo Beach received your letter of November 15, 2012 noting
that the City had not responded to Grand Jury recommendations numbers 4 and
14. Mayor Mike Gin and | reviewed the City’s response to the Grand Jury report
and believe you may have overlooked our specific responses to numbers 4 and
14 detailed in our letter to you.

In response to number 4, we wrote in our letter the following answer:

Financial Health Best Practice #4 (pg. 17): “All charter cities should adopt multi-
year budgets for better planning to ensure the delivery of basic services before
funding projects of lower priority.” (pg. 56) “All charter cities reviewed in this
report should adopt multi-year budgets for better planning to ensure delivery of
basic services before funding projects of lower priority.”

City Response: In our City’'s view, multi-year budgets do not improve financial
conditions or protect cities from financial stress caused by an economic
recession or the unfunded mandates and revenue take-aways by the State and
Federal governments. City managements’ focus on cash-flow and City Councils
timely and decisive policy actions are more important than reliance on multi-year
budget plans. Multi-year budgets can lull cities into policy and bureaucratic

7



complacency in the midst of the dynamic economic and fiscal change being
experienced now and into the foreseeable future.

More valuable to Redondo Beach, the City uses a 3-year financial model as a
fool to forecast our best case - worst case - probable case financial scenatio.
This is built upon selected economic, fiscal and legislative indicators provided by
experts in their fields. The City does annually adopt a 5-year capital
improvement projects plan for the scheduling of funding and construction of
facilities and infrastructure. Finally, as a legal note, City of Redondo Beach’s
voter approved Charter constrains the City Council’s authority to adopt only a
one-year municipal budget, thus not permitting multiyear budgeting.

In response to number 14, we wrote in our letter the following answer:

General Fund Unrestricted Fund Balance (pg. 40-41): “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”. (pg. 45) “All charter cities that have not adopfed a policy requiring
an unrestricted fund balance of no less than two months of regular general fund
operating revenues or reqular general expenditures should develop such
policies.” (pg. 57) “Charter cities that have not adopted a policy requiring an
unrestricted fund balance of no less than two months of regular general fund
operating revenues or reqular general fund operating expenditures should
develop such policies. The following cities should adopt such a policy: Alhambra,
Arcadia, Bell, Cerritos, Compton, Downey, Glendale, Industry, Lancaster,
Pomona, Redondo Beach, Temple City, Torrance, Vernon, Whittier.”

City Response: The City of Redondo Beach maintains one month unrestricted
fund balance in the general fund. This is listed in the Grand Jury Report Table
31. The Grand Jury’s reliance on the measure of two months of unrestricted fund
balance as a key indicator of fiscal health is somewhat misleading. This can be
stated because absent from the Grand Jury’s research, findings and
recommendations are cities’ (funded or unfunded) liabilities for: 1) PERS 2)
workers compensation 3) post-retirement health benefits 4) vehicle & equipment
replacement 5) liability & insurance and 6) capital projects. The unfunded
financial liability of cities in the aforementioned six areas can dramatically alter
the Grand Jury’s results in their fiscal evaluation of any city in Los Angeles
County. Therefore, too much reliance has been placed on the GFOA two-month
standard when consideration should have been made of the other six areas by
the Grand Jury.

While the City of Redondo Beach maintains an unrestricted fund balance slightly
lower than the GFOA recommendation, the City has adopted policies and
allocates funding for the six areas of PERS, workers compensation, post-
retirement health benefits, vehicle & equipment replacement, liability & insurance



and capital projects. This is done with resources that might otherwise used to
fund two months of General Fund unrestricted fund balance. In simple terms, the
City defines its sustainable general financial health as meeting payroll
requirements each month with ongoing revenues, maintaining a one-month
unrestricted fund balance and handling funding for the six areas described
above.

Important to note for Redondo Beach, fabor associations representing City
employees agreed to 6% compensation cuts to help the City bridge budget gaps
in the past three years. In accordance with those binding labor agreements,
compensation restoration would come ahead of allocating more general fund

money to meet the Grand Jury’s proposed two month-unrestricted fund balance
goal.

In summary:

The City conducts multi-year financial planning through its strategic plan, its five-
year capital improvement plan and planning for city services through its three-
year fiscal modeling. Important for the Grand Jury to understand, the voter
approved Redondo Beach City Charter mandates we budget one-yearatatime.
Additionally, due to the volatility of municipal finances in California, it is our City’s
practice to use private sector techniques in focusing on quarterly cash flow,
expenditure controls, productivity and economic development rather fall into
complacency relying on multi-year budgets based on imprecise predictions of
future revenues and expenditures.

The City maintains a one-month unrestricted General Fund balance rather than
the two-month reserve suggested by the Grand Jury. However, as our
September response explains, we prudently maintain unrestricted General Fund
balances (accessible by the City Council) for specific purposes such as general
liability protection and vehicle replacements. These unrestricted General Fund
specific purpose fund balances combined with the City's one-month unrestricted
General Fund balance equals nearly six months of General Fund reserve. In
contrast, other cities may have two-months of unrestricted General Fund baiance
but leave unfunded millions of dollars general liability and vehicle replacements.

If you have any questions or need further clarification, please call me at 310-318-
0691.

~

Sin el)\/,
[

William P. Workman
City Manager




CI1TY OF INDUSTRY

Incorporated June 18, 1957

September 26, 2012
BY OVERNIGHT MAIL

Presiding Judge

Los Angeles County Superior Court

Clara Shortridge Foltz Criminal Justice Center
210 W. Temple Street

Eleventh Floor, Room 11-506

Los Angeles, CA 90012

Re: City of Industry Responses to Civil Grand Jury Report:
Charter Cities Fiscal Health, Governance & Management Practices

To the Honorable Presiding Judge:

The City of Industry has reviewed the Civil Grand Jury Final Report regarding
charter cities’ fiscal health, governance and management practices. In preparing the
attached responses to the Civil Grand Jury’s recommendations, the City of Industry
considered factors such as, but not limited to, the City’s small staff size, current

practices, as well as pending revisions to certain policies, procedures and practices
noted in the Report.

Sincerely

ez AN

KEVIN RADECKI
CITY MANAGER, CITY OF INDUSTRY

P.O. Box 3366, City of Industry, California 91744-0366 * Administrative Offices: 15625 E. Stafford St. = (626) 333-2211 « Fax (626) 961-6795



City of Industry Responses to Civil Grand Jury Report
Page 2

Recommendation 1. All charter cities reviewed in this report should adopt financial
planning, revenue and expenditure policies to guide cities' officials to develop
sustainable, balance budgets.

The City of Industry agrees with this recommendation. The recommendation has
not yet been implemented, but will be implemented within the current 2012-2013
fiscal year.

Recommendation 2. All charter cities reviewed in the report should develop a balanced
budget and commiit to operate within budget constraints.

The City of Industry agrees with this recommendation, noting that the City, in
practice, already develops a balanced budget and operates within budget
constraints when feasible. However, the City will implement a formal policy
reaffirming this practice, formally requiring the City to develop a balanced budget
and commit to operating within the budget constraints so long as it is reasonable
and feasible to do so. The recommendation has not yet been implemented, but
will be implemented within the current 2012-2013 fiscal year.

Recommendation 3. All charter cities reviewed in this report should commit to not using
one-time revenues to fund recurring or on-going expenditures.

The City of Industry agrees with this recommendation, noting that the City, in
practice, does not use one-time revenues to fund recurring or on-going
expenditures. However, the City will implement a formal policy reaffirming this
practice. The recommendation has not yet been implemented, but will be
implemented within the current 2012-2013 fiscal year.

Recommendation 4. All charter cities reviewed in this report should adopt multi-year
budgets for better planning to ensure the delivery of basic services before funding
projects of lower priority.

The City of Industry agrees with this recommendation. The recommendation has
been implemented as evidenced by the City’s practice of adopting a two-year
budget. However, the City will formalize this practice as part of the City’s
updated financial policies, to be implemented within the current 2012-2013 fiscal
year.

Recommendation 5. All charter cities reviewed in this report should adopt a method

and practice of saving into a reserve or "rainy day" fund to be supplement operating
revenue in years of short fall.
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The City of Industry agrees with this recommendation, noting that the City
already has a “rainy day” fund established. However, the City will implement a
formal policy to determine how to maintain sufficient levels in the reserve each
year. The recommendation has not yet been implemented, but will be
implemented within the current 2012-2013 fiscal year.

Recommendation 6. The City of Industry should develop and adopt a strategic plan that

articulates the mission, vision, core values and priorities (goals and objectives) for the
City.

The City of Industry agrees with this recommendation. The recommendation has

not yet been implemented, but will be implemented within the current 2012-2013
fiscal year.

Recommendation 7. The City of Industry should develop and report on performance
measures or indicators to evaluate outcomes or progress on priorities. These
performance measures should be quantified, focused on outcomes or results, and

information should be provided for several years to allow evaluation of progress over
time.

The City of Industry agrees with this recommendation. The recommendation has

not yet been implemented, but will be implemented within the current 2012-2013
fiscal year.

Recommendation 8. The Industry City Council should continue to maintain a
governance policy that specifically defines the relationship between the council and
executive. The Industry City Council should continue providing specific annual goals for
the city's executive (City Manager) and conduct meaningful evaluations annually.

The City of Industry agrees with this recommendation. The City Charter and City
Municipal Code specify the roles and responsibilities of the City Manager and
City Council. However, in an effort to strengthen the city manager form of
government, this recommendation will be presented to the City Council within the
current 2012-2013 fiscal year, in order to consider possible Code amendments
and administrative policies.

Recommendation 9. The City of Industry should formally establish an audit committee
making it directly responsible for the work of the independent auditor.

The City of Industry agrees with this recommendation insofar as the City should
formally establish an audit committee to oversee the independent auditor.
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However, the City disagrees with the recommendation that the Audit Committee
should be “directly responsible” for the work of the independent auditor, to the
extent that the Audit Committee members would be liable for any actions taken
by the independent auditor. The recommendation has not yet been
implemented, but will be implemented provided that the Audit Committee will
“oversee,” rather than be “directly responsible for” the work of the independent
auditor. A resolution establishing the Audit Committee will be prepared and
presented to the Council within the current 2012-2013 fiscal year.

Recommendation 10. All charter cities reviewed in this report should continue requiring
compliance with standards of independence for the external auditor. Cities that do not
currently select the auditor through a competitive process should do so. Cities that allow
the auditor to provide non-audit services should ensure appropriate review and approval
of those services.

The City of Industry agrees with this recommendation, noting that in practice, the
City does not allow external auditors to provide non-audit services. However, the
City will implement a formal policy reaffirming this practice and requiring external
auditors to comply with standards of independence. In addition, the auditor
selection process will be encompassed by the City’s updated consultant services
policy. The recommendation has not yet been implemented, but will be
implemented through a resolution within the current 2012-2013 fiscal year.

Recommendation 11. The City of Industry should review and update accounting
policies and procedures to ensure they are appropriately detailed and define the specific
authority and responsibility of employees. Cities should also establish a policy requiring

policies and procedures to be reviewed annually and updated at least once every three
years.

The City of Industry agrees with this recommendation. The recommendation has
not yet been implemented, but will be implemented within the current 2012-2013
fiscal year.

Recommendation 12. The City of Industry should review and update policies and
procedures for reporting fraud, abuse and questionable practices including a practical

mechanism, such as a fraud hotline, to permit the confidential, anonymous reporting of
concerns.

The City of Industry agrees with this recommendation. In keeping with the small
size of the City staff, the City will adopt a fraud policy that includes appropriate
and practical methods for confidential, anonymous reporting. Several members



City of Industry Responses to Civil Grand Jury Report
Page 5

of the City staff will assume responsibility for investigating reports of fraud.

Implementation of such a policy will occur within the current 2012-2013 fiscal
year.

Recommendation 13. The City of Industry should periodically review and update
internal control procedures over financial management.

The City of Industry agrees with this recommendation. The recommendation has

not yet been implemented, but will be implemented within the current 2012-2013
fiscal year. '

Recommendation 14. The City of Industry should adopt a policy requiring an
unrestricted fund balance of no less than two months of regular general fund operating
revenues or regular general fund operating expenditures.

The City of Industry agrees with this recommendation in principle, so long as it is
economically feasible and advisable to implement. Although the City already
maintains an “unrestricted fund,” as such term is defined by the Civil Grand Jury
Report, in an amount in excess of the Report’'s recommendation, the City will
implement a formal policy to determine how to maintain sufficient levels in the
unrestricted fund balance each year. The recommendation has not yet been
implemented, but will be implemented within the current 2012-2013 fiscal year.

Recommendation 16. The City of Industry should publish financial reports on the City's
website.

The City of Industry agrees with this recommendation. The recommendation has
been implemented by posting financial reports, including the 2011 Financial
Statements with Independent Auditor's Report, on the City’'s website.

Recommendation 17. The City of Industry should develop controls over sole sourced
contracting to prevent preferential granting of contracts.

The City of Industry agrees with this recommendation. The City will implement a
purchasing policy that will establish the circumstances under which sole sourced
contracting is permitted and will ensure appropriate controls over such sole

sourced contracting. The policy will be implemented within the current 2012-
2013 fiscal year.

Recommendation 18. The City of Industry should develop policies and procedures for
selecting and negotiating fair prices for architectural and engineering services
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consistent with state codes.

The City of Industry agrees with this recommendation. The recommendation has

not yet been implemented, but will be implemented within the current 2012-2013
fiscal year.

Recommendation 21. All charter city councils, and citizens of the cities, reviewed in this

report should annually review the actual compensation received by employees of their
cities.

The City of Industry agrees with this recommendation as it pertains to City
Council review and access to information by the public. City staff will annually
present the City Council with actual compensation information during the budget

review. The recommendation will be implemented within the current 2012-2013
fiscal year.

Recommendation 22. All charter city councils of the cities reviewed in this report should
have access to prevailing municipal wage rates and/or salary ranges for comparable
cities in order to identify any individual city position(s) whose salaries exceed the normal
salary range for those positions. Approval of any exceptional salaries should be based
on justifications of exceptional and unique job responsibilities.

The City of Industry agrees with this recommendation. The recornmendation has
been implemented, as the information is available upon request to all public
agencies and members of the public. Should the City approve an exceptional
salary, it will, as part of the approval process, provide an explanation and
justification for the salary offered such as the unique job responsibilities of the
position or the qualifications of the employee.
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September 27, 2012

Presiding Judge

Los Angeles County Superior Court

Clara Shortridge Foltz Criminal Justice Center
210 West Temple Street,

Eleventh Floor, Room 11-506

Los Angeles, CA 90012

Dear Sir or Madam:
Enclosed please find the City of Irwindale’ s response to the 2011-12 Los Angeles
County Civil Grand Jury Final Report for Charter Cities Fiscal Health, Governance

and Management Practices.

Please feel free to contact Eva Contreras, Finance Manager at
econtreras@ci.irwindale.ca.us or 626-430-2221 if you have any follow-up

guestions.
Sincerely,
Davidso

City Manager

5050 NORTH IRWINDALE AVE., IRWINDALE, CA 917067 \ PHONE: (626) 430-2200 FACSIMILE: (626) 962-4209




RESPONSE TO 2011-12 LOS ANGELES GRAND JURY FINAL REPORT

CITY OF IRWINDALE

FINDING

AGREE/DISAGREE WITH
FINDING

EXPLANATION

ACTION

All charter cities reviewed in this report
should adopt financial planning, revenue
and expenditure policies to guide cities’
officials to develop sustainable, balanced
budgets

AGREE

The City will prepare policies to
be included in next year's budget
document, if not sooner.

All charter cities reviewed in this report
should develop a balanced budget and
commit to operate within budget
constraints.

AGREE, PARTIALLY

While the optimal definition of a
balanced budget is revenues
equaling or exceeding
expenditures, this is not always
possible especially during
recessionary times. A balanced
budget could also be defined as
revenues plus economic
contingency reserves equal to
expenditures. These reserves
are built during good years in
order to allow a City time to work
on stabilizing a deficit situation
during difficult economic times.
Starting in 2007 through 2010,
the nation experienced the
biggest recession since the great
depression, which even the best
economists did not anticipate.
While a balanced budget is ideal,
it is not always possible.
Sometimes there is a need to
use economic contingency
reserves or rainy day to continue
to provide essential services.
These reserves are specifically
maintained for this purpose.

The City will continue its diligent
efforts to reduce costs through
labor negotiations and other cost
reduction efforts, as well as,
seeking new revenue
opportunities in order to
ultimately obtain a structurally
balanced budget. This may take
a few budget cycles to complete,
however the City will comply with
the General Fund Reserve
Policy as approved by the City
Council in June 2010 requiring a
minimum of $5,000,000 which
represents currently 27% of
budgeted expenditures. The
Government Finance Officers
Association recommends a 15%
economic contingency reserve
balance.

All charter cities reviewed in this report
should commit to not using one-time
revenues to fund recurring or on-going
expenditures.

AGREE, PARTIALLY

This is an ideal strategy, but not
always realistic. See answer to
number 2.

As outlined in 2 above, the City
will attempt to minimize the use
of one-time revenues to fund on-
going expenditures.




RESPONSE TO 2011-12 LOS ANGELES GRAND JURY FINAL REPORT

CITY OF IRWINDALE

FINDING

AGREE/DISAGREE WITH
FINDING

EXPLANATION

ACTION

All charter cities in this report should
adopt multi-year budgets for better
planning to ensure the delivery of basic
services before funding projects of lower
priority.

DISAGREE

Multi-year budgets are great during
favorable economic times. During
the past six years of the worst
recession since the Great
Depression, no one, not even the
best economists could predict the
volatility that tock place. Cities are
almost year round performing
budgeting because revenues have
dropped significantly and the
expenditure side must react to this
volatility. We have been preparing
financial projections for City Council
2-4 times a year with the best
information that is available at the
time. Until the sluggish economy
rebounds, it is prudent for Finance
Directors to be informing their City
Councils and adjusting budgets as
necessary throughout the year. A
multi-year budget would be a -
wasteful exercise at this point in
time. -

This recommendation will not be
implemented at this time.

All charter cities reviewed in this report
should adopt a method and practice for
saving into a reserve or “rainy day” fund
to be supplemental to operating revenue
in years of shortfall.

AGREE

As noted in number 2 above, the
City Council already has an
Economic Contingency Reserve
(or what others call a Rainy Day
fund).

N/A TO IRWINDALE

N/A TO [RWINDALE

N/A TO IRWINDALE

©|®No

Charter cities should formally establish an
audit committee making it directly
responsible for the work of the
independent auditor.

DISAGREE

As noted in our response to the
questionnaire, being a small City, the
full City Council acts as the Audit
Committee. The Auditor

This recommendation will not be
implemented.




CITY OF IRWINDALE
RESPONSE TO 2011-12 LOS ANGELES GRAND JURY FINAL REPORT

AGREE/DISAGREE WITH

FINDING FINDING EXPLANATION ACTION

. communicates early on in the audit
process each year by sending a
SAS114 audit planning letter directly
to the Mayor and City Council to
outline the planning, scope and timing
of the upcoming audit and to serve as
a way to establish two-way
communication with the auditors. In
addition, annually our independent
auditors present the final audit reports
and audit committee letter to the City
Council at a public meeting within 6
months of the close of the fiscal year
as required by State Law. Adding
another layer of oversight would result
in delays, confusion, and increased
costs and would add no value to a
City the size of Irwindale,

10. Al charter cities reviewed in this report AGREE The City required the current
should continue requiring compliance with audit firm to change pariners
standards of independence for the upon starting the current
external auditor. Cities that do not contract for fiscal year ended
currently select the auditor through a June 30, 2010. As outlined to
competitive bid process should do so. the City Council with approval of
Cities that allow the auditor to provide the current contract, it is Staff's
non-audit services should ensure intent to select an auditor
appropriate review and approval of those through a competitive bid
services. process at the termination of the

current contract which will end
after completion of the audit for
: fiscal year end June 30, 2014,
11. NJ/ATO IRWINDALE
12. Charter cities should review and update We will draft and implement a

policies and procedures reporting fraud,
abuse and questionable practices
including a practical mechanism, such as
a fraud hotline, to permit the confidential

AGREE

policy by November 2012.




RESPONSE TO 2011-12 LOS ANGELES GRAND JURY FINAL REPORT

CITY OF IRWINDALE

AGREE/DISAGREE WITH

FINDING FINDING EXPLANATION ACTION
anonymous reporting of concerns.
13. N/A TO IRWINDALE
14. N/A TO IRWINDALE
15. N/A TO IRWINDALE
16. N/A TO IRWINDALE
17. Charter cities should develop controls AGREE The City Council will consider
over sole sourced contracting to prevent the draft Purchasing Policy on
preferential granting of contracts. October 10, 2012. Section 3.4
of the Draft Policy controls sole
source purchases. See attached.
18. Charter cities should develop policies and AGREE The City Council will consider
procedures for selecting and negotiating the draft Purchasing Policy on
fair prices for architectural and October 10, 2012. Section 5 of
engineering services consistent with state the Draft Policy requires that
codes. services over $20,000 require a
formal bid process. See
. attached.
19. All charter cities reviewed in this report AGREE The City Council will consider
should provide policies and procedures the draft Purchasing Policy on
for ensuring prices negotiated for October 10, 2012. Section 3.8
substantial contract change orders are fair of the Draft Policy requires a
and reasonable, and establish internal change order that exceeds
controls over substantial contract change $1,000 or causes the toal
orders so that same contractors not purchase to exceed $20,000
repeatedly awarded contracts. then the formal bidding
procedure must be followed
(Section 5 of the Draft Policy).
See attached
20. All charter cities should develop policies AGREE, PARTIALLY The City undergoes an annual audit The City Council will consider

and procedures for documenting
compliance with procurement
requirements, and provide contract
compliance and oversight and have
annual audit oversight with an outside
accounting firm.

by an outside accounting firm to
confirm that generally acceptable

accounting principles are followed,
which includes the City's purchasing

procedures.

the draft Purchasing Policy on
October 10, 2012, which
documents compliance with
procurement requirements and
provide contract compliance.
During the City's Annual audit,
the auditors review purchases to
ensure that the Irwindale




RESPONSE TO 2011-12 LOS ANGELES GRAND JURY FINAL REPORT

CITY OF IRWINDALE

FINDING

AGREE/DISAGREE WITH
FINDING

EXPLANATION

ACTION

Municipal Code Section 3.44 is
being followed, as well as
ensuring that the Purchasing
Paolicy is being adhered to. See
attached.

21.

All charter city councils, and citizens of
the cities, reviewed in this report should
annual review the actual compensation
received by employees of their cities.

AGREE

The City Council adopts a
Compensation Resolution each
year in a public meeting outlining
the salaries given to all City
employees.

22.

All charter city councils of cities reviewed
in this report should have access to
prevailing wage rates and/or salary
ranges for comparable cities in order to
identify any individual city position(s)
whose salaries exceed the normal salary
range for those positions. Approvai of
any exceptional salaries should be based
on justifications of exceptional and unique
job responsibilities.

AGREE

All department heads are hired
on an individual contract
approved by the City Council in
a public meeting. Each time the
City needs to recruit for a
department head position, the
City Council has an opportunity
to review salaries for that
position being offered in
comparable cities.




Attachment “F”

CITY OF IRWINDALE
Emergency Justification Form

Purchase Order Number: Amount $

Vendor Name:

Contact: Phone:

Emergency purchases should be made only:
1. 1. To preserve or protect life, health or property; or
2. Upon natural disaster; or
3. To correct or forestall a shutdown to maintain essential public services; or
4. Other unforeseeable events.

This form should be forwarded to Purchasing, with a prepared requisition, and any
delivery timeframe, documents, etc. Attach any cost comparisons, quotations, Council
agenda statements, resolutions, or other pertinent information:

Department/Division:

Department Head Signature: Date:

City Manager Signature: ' Date:

(Emergency purchases estimating/totaling over $3,000 require City Manager signature)

Council Resolution Number: Council Date:

(Emergency purchases estimating/totating over $20,000 require Council approval. Attach resolution)

Purchasing Officer Signature: Date:

Page 42 of 46



IF THE AWARD IS TO BE MADE TO OTHER THAN THE LOW BIDDER, PLEASE
PREPARE A COMPLETE AND FULL JUSTIFICATION OF THE REASON FOR
REJECTION. You may write your justification below and obtain the necessary
authorized signatures (i.e. department head). If you have any questions, please call me
at Ext. 294.

REMARKS: (All bids are periodically audited; therefore, all exceptions to and rejections
of low bids shall be documented.)

Bids obtained by: Date:
Department Head Signature: Date:
Purchasing Officer Signature: Date:
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Scheduled to b