AGENDA
FINANCE/AUDIT COMMITTEE
SPECIAL MEETING NOTICE
June 25, 2020
PUBLIC MEETING 2:00 P.M.
Members
Terry Tornek, Mayor
Margaret McAustin, District 2
John J. Kennedy, District 3
Victor Gordo, District 5
STAFF
Matthew Hawkesworth, Director of Finance
Theresa Fuentes, Assistant City Attorney
Gloria Acevedo, Recording Secretary
MISSION STATEMENT
The City of Pasadena is dedicated to delivering exemplary municipal services,
responsive to our entire community and consistent
with our history, culture and unique character.
In compliance with the Americans with Disabilities Act of 1990, Assistive Listening Devices
are available from the City Clerk’s Office with a 24-hour advance notice.
Please call (626) 744-4124 to request use of a listening device.

Language translation services are available for this meeting by calling
(626)744-4124 at least 24 hours in advance.
Habrá servicio de interpretación disponible para éstas juntas llamando al
(626)744-4124 por lo menos con 24 horas de anticipación.
Meetings are broadcast live on cable Channel 3 and on the Internet at
http://pasadena.granicus.com/mediaplayer.php?camera_id=2&publish_id=9 and
https://www.pasadenamedia.org/watch/ (Click on Video Streamlining on the right side of the screen).
Items on the agenda may not be called in order listed. Agendas and supporting documents are
available on the Internet at
https://www.cityofpasadena.net/commissions/city-council-finance-committee/
Materials related to an item on this Agenda submitted to the Finance/Audit Committee after
distribution of the agenda packet will be posted online and listed as: “Supplemental Agenda Material
Received after the Posting of the agenda”

PURSUANT TO EXECUTIVE ORDER N-29-20 ISSUED BY GOVERNOR GAVIN
NEWSOM ON MARCH 17, 2020, THE SPECIAL FINANCE/AUDIT COMMITTEE
MEETING FOR June 25, 2020 AT 2:00 P.M. WILL TAKE PLACE SOLELY BY
VIDEOCONFERENCE/TELECONFERENCE.
TO ACCESS THE MEETING:
http://pasadena.granicus.com/MediaPlayer.php?publish_id=9
AND
WWW.PASADENAMEDIA.ORG
In order to facilitate public participation at meetings held solely by electronic means, the
City will accept public comment in the following manner:
1. Members of the public may submit comments of any length up to two hours prior to
the start of the meeting, at the following email address:
gacevedo@cityofpasadena.net
Please be aware that, while these comments will be provided to the members of the
body and will become part of the meeting record, they will not be read aloud. Any
comment submitted in this fashion will be forwarded to the legislative body prior to
the start of the meeting.
2. During the meeting, members of the public may submit up to 200 words regarding
items on the agenda, at the following webpage:
www.cityofpasadena.net/commissions/public-comment
If you wish your comments to be read aloud during the meeting, please indicate so
on the form. If you submit more than one form, only the first one received will be
read aloud. The City reserves the right to summarize comments if necessary for
the orderly and timely flow of the meeting. All comments in their entirety will
become part of the meeting record and will be forwarded to the legislative body.
3. If assistance is needed by phone, please call the City Clerk’s Office at:
(626) 744-4124.
IF YOU NEED A REASONABLE MODIFICATION OR ACCOMMODATION
PURSUANT TO THE AMERICANS WITH DISABILITIES ACT
BECAUSE YOU ARE UNABLE TO PARTICIPATE ELECTRONICALLY AS SET
FORTH ABOVE, CONTACT THE CITY CLERK’S OFFICE
AS SOON AS POSSIBLE AT (626) 744-4124
OR CITYCLERK@CITYOFPASADENA.NET.
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Office of the City Manager
DATE:

March 05, 2020

TO:

Steve Mermell, City Manager

FROM:

Ruthe Holden and Rebecca Takahashi, Internal Audit Division

SUBJECT:

Audit of the City’s Management of Cash Handling, Petty Cash, and Purchasing
Card Programs

As part of our FY 2019 Audit Plan, Internal Audit conducted an audit of the cash handling, petty
cash, and purchasing cards programs to ensure they had strong internal controls.
Based on our audit, we identified five issues related to these processes that need to be
addressed of which three are considered high priority and two are medium priority. There are
13 recommendations associated with these five findings which when implemented should
strengthen the internal controls. Several issues were corrected during the course of the audit. A
description of our prioritization is located on Appendix A on page 35.
We would like to thank the City Attorney/City Prosecutor, Finance, Fire, Human Resources,
Library, and Police Departments for their cooperation and providing key data needed for this
review.

cc:

Julie Gutierrez, Assistant City Manager
Nicholas Rodriguez, Assistant City Manager
Michele Bagneris, City Attorney/City Prosecutor
Matthew Hawkesworth, Director, Finance
Bryan Frieders, Acting Chief, Fire
Michelle Perera, Director, Library
John E. Perez, Chief, Police
Jennifer Curtis, Director, Human Resources
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Executive Summary
Audit of Cash Handling, Petty Cash and Purchasing Cards
1. Reason for the Audit

4. Scope

The 2014 KPMG Utility Undergrounding report
and recent external auditor findings
recommended corrective actions to
strengthen the City’s oversight of cash
disbursements. In response, Internal Audit
included an audit of cash handling, petty cash
and purchasing cards to the FY 2019 Audit
Plan.

The scope of this audit included cash
payments, petty cash accounts, and
purchasing cards activity in select
departments from July 1, 2017 to December
31, 2018.

2. Background
Although primarily administered through the
Municipal Services Division of Finance, certain
departments have established internal
cashiering functions. The City also allows
employees to make purchases and
reimbursements under $100 using petty cash.
Departments can also designate employees to
use a purchasing card with specific spending
limits and restrictions. The City has policies for
staff who handle cash, maintain petty cash
accounts, and use purchasing cards. It is
important that the City have adequate and
effective procedures in place to safeguard its
financial resources.

3. Objective
The purpose of this audit was to determine if
cash handling, petty cash, and purchasing
cards have strong internal controls and
adequate segregation of duties.

Internal Audit Division
City Manager’s Office
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5. What We Found
Based on our audit, there are three high risk
issues and two medium risk issues that
should be addressed to further strengthen
internal controls and segregation of duties.
The high risk issues identified are:
 Fire Department cash handling
practices contain significant internal
control weaknesses
 Noncompliant petty cash practices
 Petty cash policy not enforced and
inconsistent with other financial
policies

6. What We Recommend
The 13 recommendations detailed in the
report include:
 retraining employees on cash
policies
 changing/standardizing
reimbursement practices
 reduce or eliminate petty cash
accounts
 updating petty cash policy,
 report serious noncompliant
practices to Human Resources for
investigation
A19-FIN-01

Audit of City Cash Handling, Petty cash, and Purchasing Card Programs

Reason for the Audit
This audit was identified in the FY 2019 audit plan based on recommendations and corrective
actions taken from the 2014 KPMG investigation of the Underground Utility Program.
Additionally, in FY 2018, the City’s external auditors identified significant deficiencies related to
the City’s lack of policies to finalize bank-reconciling items in a timely manner, which includes
the timely processing of payments. Since the issuance of the KPMG report, the City has
undertaken efforts to increase internal controls over cash handling, petty cash, and purchasing
cards.

Background
The Finance Department is responsible for managing the City’s cash handling, petty cash, and
purchasing card programs, as well as ensuring compliance with the policies governing the use of
these financial instruments. All departments and individual employees that handle cash,
maintain petty cash accounts, or use purchasing cards are responsible for adhering to the
policies and procedures memorialized in the City’s municipal code, Manual of Personnel and
Administrative Rules (Manual), and any specific directives approved by the Director of Finance
for departments as they relate to their fiscal activities.
Cash Handling
According to the Manual, managing the inflows and outflows of payments is the primary
responsibility of the Finance Department (Treasury Division), as well as any department that
accepts payments. A cash handler is any employee with custodial responsibility and liability for
City money. Custodial responsibility means any employee that receives cash, checks, vouchers,
or any cash equivalent is by default a cash handler, and liable for that cash until it is deposited
in a City bank account. Custodians are responsible for properly setting up their individual cash
drawers and ensuring the accuracy of money received (either in the form of cash, credit cards
or checks) and paid out. They are responsible for depositing any City money within 24 hours,
which also includes the input of the payment into the City’s central cashiering system referred
to as Tyler Cashiering.
An individual cash handler creates a cash batch in the system to account for the fees collected
throughout their shift, and then perform a reconciliation of currency collected and paid out to
create a final settlement report to balance with the opening amount in their drawer. A different
designated department official is then responsible for completing another count of currency
collected by individual cashiers, creating a daily deposit summary, securing all cash and cash
equivalents in an secured deposit bag, and ensuring Tyler batches are all closed for that day.

Internal Audit Division
City Manager’s Office
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The designated official should also schedule regular daily deposit pickups by the City’s armored
car service to deliver collected cash to the Finance Department for deposit.
Department Petty Cash Accounts
The City’s municipal code established a revolving fund for use by departments, with each
amount available determined by the Director of Finance with the approval of the City Manager.
Funds are to be used only for services, transportation and material and shall not exceed $100
except in an emergency. The department head is responsible for all charges against said funds.
Petty cash fund accounts may be maintained in currency form or drawn from a checking
account as approved by the City Treasurer. Employees generally incur the expense first and
request reimbursement via a department custodian. When determined to be necessary, a cash
advance can be made by the custodian if the need meets the conditions outlined in the policy.
Per the petty cash policy, expenditures that a reasonable and prudent person would consider as
having a public purpose, benefit of the City, and not personal in nature are allowable.
Employees must exercise good judgement in spending these funds and avoid any expenses that
may appear inappropriate. During the period reviewed, the City had 47 petty cash accounts
totaling approximately $100,0001 as noted below in Table 1.
Table 1: Summary of Petty Cash Accounts by Department
Number of
Accounts

Department

1

Total Petty
Cash

City Attorney/City Prosecutor

1

$

5,000

City Clerk

1

$

200

DoIT

1

$

375

Finance

4

$

21,112

Fire

2

$

1,600

Health

2

$

3,500

Housing

2

$

2,000

Human Services & Recreation

2

$

100

Library

4

$

3,050

Planning

2

$

2,100

Police

12

$

49,100

Public Works

4

$

3,600

Transportation

4

$

2,575

Water & Power

6

$

7,300

Grand Total
47
Source: Treasury Division, Finance Department

$

101,612

Not included is a $1,000 petty cash account from the Rose Bowl prior to the transition to the Operating Company.

Internal Audit Division
City Manager’s Office
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Purchasing Card Program Overview
The purpose of a purchasing card program is to establish a more cost effective method to
purchase materials and supplies. The program helps to expedite purchases as well as reduce
the need for purchase orders, invoices, and checks for one-time purchases. The cards have
some preventive controls built in, including pre-defined spending limits for single purchase,
daily, weekly, and monthly spending limits. Additionally, there are also predefined merchant
category restrictions that prevent the use of the card at prohibited business and/or purchase
types, such as liquor stores or adult oriented businesses. The City’s purchasing card policy and
Purchasing Handbook contains the prescribed policies and procedures for this program.
To receive their card, employees must meet with the Purchasing Card Program Administrator in
the Finance Department (Purchasing Division) to go over the purchasing card policy and
cardholder responsibilities. Cardholders are required to sign a formal agreement each time they
receive a new or replacement card. On a monthly basis, each cardholder is required to review
their card statement purchases, compile all receipts, and ensure there are no discrepancies. If
there are discrepancies, then the cardholder must report these to the Purchasing Administrator
and notify the bank. These discrepancies should be noted in the financial system (Munis)
reconciliation notes as well. Each department with purchasing card users are required to have
an employee serve as a Purchasing Card Official who collects all of cardholder statements,
ensure there is adequate supporting documentation, and submits this information to Finance.
As of February 20, 2019, there were 259 active purchasing cardholders citywide and as of
January 29, 2020 there are 242 active cardholders. The departments with the largest number of
cardholders are Police, Water and Power, and Public Works. Table 2 provides a summary of
purchasing card users by departments.

Internal Audit Division
City Manager’s Office

3

Page 9

A19-FIN-01

Audit of City Cash Handling, Petty Cash, and Purchasing Card Programs

Table 2: Purchasing Card Holders by Department
Number of
Cardholders

2019

Department
City Attorney/ City Prosecutor
City Clerk
City Council
City Manager
Information Technology
Finance
Fire
Health
Housing
Human Resources
Human Services & Recreation
Library
Planning
Police
Public Works
Transportation
Water & Power
Citywide

6
5
1
7
6
7
23
14
6
14
8
9
6
63
35
8
41
259

2020
4
5
1
8
6
7
21
15
6
13
9
9
6
64
31
8
32
242

Source: Cardholder attribute data from the Finance Department

Internal Audit Division
City Manager’s Office
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Objectives
The objective of this audit was to determine if policies and procedures over cash handling,
petty cash, and purchasing cards have strong internal controls and adequate segregation of
duties.

Scope
The scope of this audit included cash payments, petty cash accounts, and purchasing cards used
in select departments from July 1, 2017 to December 31, 2018. Based on known and inherent
risks and controls, we narrowed our scope of review to the City Attorney, Fire, Library and
Information Systems, and Police Departments.

Methodology
Our work included examining evidence on a test basis and applying other procedures we
considered necessary to meet the audit objectives. These procedures included:












Review of any relevant laws, ordinances, citywide policies and procedures, and any
departmental policies and procedures
Analysis of available supporting documentation and transaction history in Munis
Review of best practices related to handling cash, petty cash, and purchasing cards
Conducted a risk assessment to identify high risk departments and activities for testing
Interviews of City staff responsible for the handling of cash, as well as use and
monitoring of petty cash and purchasing card use
Review of transaction data using IDEA analytics to identify historical trends, transaction
irregularities, Benford’s Analysis, and performance
Review of department files for judgmental sampling of expenses, reimbursements, and
bank statement documentation for validation
Assessment of the adequacy of internal controls governing policies and procedures
using the COSO Internal Controls Framework (Appendix C, page 45)
Review of key information systems and governance used to manage cash, petty cash,
and purchasing cards
Evaluation of processes to ensure the promotion of appropriate ethics and values
Assessment of judgments and decisions made by management

This audit was conducted in accordance with the standards promulgated by the Institute of
Internal Auditors (Standards). These Standards encompass such matters as independence,
objectivity, proficiency of staff, due professional care, the scope and performance of work
activities, and the management of the internal auditing function. We believe that our work
provides a reasonable basis for the reported issues, conclusions, and recommendations.
Internal Audit Division
City Manager’s Office
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Overall Results
The Finance Department has implemented policies and procedures for all three processes
reviewed that take into account good internal control practices. However, during the course of
our audit, we identified five issues with corresponding recommendations that will strengthen
internal controls and improve processes related to cash handling, petty cash and purchasing
card programs. There are three issues categorized as high risk and two issues categorized as
medium risk2.
The high-risk issues identified during the audit are:
Issue Description

Report Page Number

1. Fire Department cash handling practices contain significant
internal control weaknesses

7

2. Noncompliant petty cash practices

20

3. Citywide petty cash policy not enforced and inconsistent with
other financial policies

27

The medium risk issues identified during the audit are:
Issue Description

Report Page Number

4. Noncompliance with purchasing card policies and
agreements

31

5. Policy violations not reported to Human Resources

33

The next part of the report is separated into three sections by issues identified:
A. Cash Handling Issues – page 7
B. Petty Cash Issues – page 18
C. Purchasing Card Issues – page 31

2

The risk ranking criteria used to rank the issues identified during this audit is included as Appendix A on page 35
of the report.

Internal Audit Division
City Manager’s Office

6

Page 12

A19-FIN-01

Audit of City Cash Handling, Petty Cash, and Purchasing Card Programs

SECTION A: CASH HANDLING ISSUES
It is important to ensure that any process and system used to generate, collect, and reconcile
revenues has strong internal controls including properly designed segregation of duties. In the
City, cash handling is one process within a larger accounts receivable function that also includes
information systems that enable billing for services, cash collection, cash batching and deposit,
and account reconciliation3. Properly designed segregation of duties within a system or process
can prevent a user’s ability to perform and conceal errors or fraud in their function. Segregation
of duties supports the City’s internal control environment by minimizing the risk and possibility
that the City does not achieve its objectives, provide reliable financial reporting, and comply
with laws and policies.
The cash handling policies outlined in the Manual of Personnel and Administrative Rules
(Manual) govern all types of payments to allow for the effective management of the City’s
revenues and aids in the defense against fraud and or loss. The City’s cash handling policy
requires all cash and cash equivalents to be properly safeguarded and deposited on a daily
basis. Further, the Finance Department issued a directive last year requiring daily (within 24
hours) closeout of cash batches open in the Tyler cashiering system for processing by the
Municipal Services Division.
ISSUE 1: Fire Department Cash Handling Practices Contain Significant Internal Control
Weaknesses
Risk Rating: High
Fire Department Cashiering Process
The Fire Department assesses and collects fees4 for inspection services, code compliance
violations, special event and hazardous material permits, records requests, and other relevant
fire prevention and safety services on behalf of the City. The Fire Department directly invoices
and records its billable fire prevention and safety activities using several different software
systems. The Fire Department has two cashiering locations, which are at the Fire Administration
Office on Walnut Ave and in an office in the basement of the Hale Building 5. Sworn or civilian
personnel schedule and log inspections, complaints, and other fire safety services use the same
3

We did not perform specific accounts receivable testing for the Fire Department outside of assessing the risk for
fraud or misuse to occur.
4
The Fire Department assesses fees for Emergency Medical Services, with billing and collections administered by
an outside contractor.
5
During the audit, the Fire Department agreed to have their cashiering functions removed and centralized
payment processing with the Municipal Services Division.

Internal Audit Division
City Manager’s Office
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system. Fire Administration section staff perform the accounts receivable function in the
department using Firehouse, which includes invoicing, collection of payments, tracking
payment activity, and recording payments. The same staff also record the payments in the Tyler
Cashiering system to batch and deposit to the Finance Department. There were 5,638
transactions processed by the Fire Department during the scope period reviewed, totaling
approximately $1 million in revenues. Four different cashiers within the department processed
these transactions, 85 percent of which were check payments. Two of the four employees that
perform cashiering, process approximately 90% of the total cash transactions received. Table 3
below provides a summary of the department’s cash handling activity.
Table 3: Cashiering Activity in the Fire Department

Cashier

Number of
Transactions

Total Cash
Processed

Maximum
Transaction Amount

Average
Transaction
Amount

Staff Person #1

2,192

$635,051

$140,786

$290

Staff Person #2

3,011

$281,520

$ 2,542

$94

Staff Person #3

51

$87,557

$39,693

$1,717

Staff Person #4

384

$10,484

$ 303

$27

5,638

$1,014,612

$183,324

$ 2,127

Totals

Source: Munis Cash Receipt by User Data

The first issue, inadequate cash handling practices in the Fire Department, has five areas of
concern that need to be addressed to strengthen internal controls:
1-1.
1-2.
1-3.
1-4.
1-5.

Delayed processing and depositing cash received
Inadequate segregation of duties related to cash handling and recording
Conflicting system roles and responsibilities related to invoicing and accounts
receivable
Lack of reconciliation between Tyler Cashiering and Fire Department’s systems
Lack of vetting the department’s cashiering process prior to authorizing a Tyler
Cashiering module

Internal Audit notified the City Manager of these concerns during the course of the audit, and
the City Manager directed Fire and Finance management to immediately correct the
deficiencies discussed in this section.

Internal Audit Division
City Manager’s Office
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1-1.

Delayed Processing and Depositing Cash Received

Audit staff found that the Fire Department has not been adhering to the policy requiring
physical deposit of cash and closing of electronic batches in Tyler within 24 hours. We found
that the Fire Department’s practice was to store checks in their desks until there were enough
for each individual cashier to process when time allowed, which could result in checks not being
processed until a week after receiving them in the mail. According to Fire Administration staff,
they were not aware of the directive to deposit and close cash batches in Tyler Cashiering, and
stated that they did not receive formal training or instructions on how to comply with the City’s
cash handling policy. Instead, they relied on department historical practices to conduct their
cash handling responsibilities.
Additionally, the untimely processing of batches delays the recognition or revenues in the City’s
financial reporting. In at least one instance, the lack of timely processing resulted in a customer
putting a stop payment on a check that was not deposited to Municipal Services until a year
after the check was written. Table 4 below is a summary of the Fire Department’s payment type
and associated time to close a batch in Tyler Cashiering.
Table 4: Days to Complete Closeout of Cashiering Batches in Munis
Average

Minimum Amount of
Days

Maximum Amounts of
Days

Cash

17

6

44

Checks

19

0

63

Credit Card

26

3

63

Multiple Payment
Types

15

8

25

Payment Type

Source: Auditor analysis of Fire Department payment data in Munis 6

Based on the risks already present in their cash handling process, the practice of holding onto
checks past 24 hours presents additional opportunity for internally or externally caused cash
loss. This process also causes further inconvenience for customers who have a reasonable
expectation of timely permit issuance and payment processing.

6

This analysis did not include the time delay when a customer first pays a fee and when their payment is
ultimately processed since the billing data is stored in Firehouse and does not communicate with Munis.

Internal Audit Division
City Manager’s Office
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1-2.

No Segregation of Duties in Fire Department Cashiering Processes

When reviewing the Fire Department’s processes for cash handling, we found numerous
incompatible duties assigned to staff and incompatible access in the Firehouse system that
create opportunities for fraud, errors, and misuse. As indicated by the highlighting in Table 5 on
page 13, the same employees that handle cash and checks are also generating invoices and
entering payment information in their Firehouse system. A summary of the Fire Department’s
cashiering processes and the noted internal control weaknesses are documented in Figure 1 on
the next page.

Internal Audit Division
City Manager’s Office
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Figure 1: Summary of Fire Department Cashiering Process Before and After Review

Figure 1 continued on next page

Internal Audit Division
City Manager’s Office
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Figure 1: Summary of Fire Department Cashiering Process Before and After Review
(Continued)

Source: Internal Audit analysis of processes described by Fire Administration Staff

Internal Audit Division
City Manager’s Office
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Table 5 below outlines the specific roles that affect the cashiering process and the segregation
of duties conflicts the various Fire Administration and Prevention staff have in how they
invoice, process, and record the activities they are responsible to manage. The highlighted X’s in
the table below indicate these conflicts within staff role assignments.
Table 5: Fire Staff Role Conflicts in Cash Handling Process
Record
Compiles and
Create
Record
Create
Receive payment
reviews all
Inspection invoice for
batches for
payment
for
currency
Conducts Activity in activity in
for
activity deposit into
FH or
FH or
processed by
Inspections
Tyler
activity at in FH or
other
other
Cashiers in
Casheirng
their desk other
system
system
Tyler
Staff Performing Function
system
Civilian or Sworn Inspector
X
X
Hazardous Materials Specialist
X
X
X
X
X
Fire Administration Staff
X
X
X
X
Management Analyst
X
City Courier Service
Municipal Services (Finance)

Receive
Currency
currency
picked
for
up for
deposit
deposit
to bank

X

X

Source: Source: Internal Audit analysis of processes described by Fire Administration Staff

1-3.

Conflicting system roles and responsibilities related to invoicing and accounts receivable

There are two systems currently being used by the Fire Department to manage invoicing and
accounts receivables, Firehouse and CERS/OneStep. User roles and responsibilities in these
systems contribute to inadequate segregation of duties.
Firehouse System Conflicting Roles and Responsibilities
The Firehouse system used to generate invoices and record activities has been set up with
conflicting user roles and responsibilities that have inadequate segregation of duties.
Individuals are granted access to the system modules based on the group they are assigned,
which are generally comprised of staff with the same titles and/or job duties. Based on the
groups, users may be able to add, edit, or view specifics kinds of module information assigned
to the user group. A summary of the abilities relevant to cash handling and recording are
provided in Table 6 on page 14.

Internal Audit Division
City Manager’s Office
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Table 6: Summary of Firehouse System Role Conflicts by User Group
Firehouse
Module
Groups

Function in
Firehouse

Accounts
Receivable

Number
of users
assigned
to group

Create and
3
manage
invoices for
activities
Administrator Full system
4
(DoIT)
rights
including
database
Administrator Full system
4
w/o Setup
rights not
(Dept)
including
database
Prevention
Create and
7
Superuser
manage
activities
Source: Department of Information Technology

Can
Add/Edit
Invoices
and Fee
activity
Y

Can Void
Payments

Can
Add/Edit
User
Access

Y

Can
Add/Edit
Inspection
or Permit
Activity
Y

Y

Y

Y

Y

Y

N

Y

Y

N

N

Y

N

N

As highlighted within Table 6, several user groups of Fire Administration have segregation of
duties conflicts with their levels of access that would allow them to generate billable fire
prevention activity, create an invoice for it, physically receive the cash, and batch the cash in
Munis. Additionally, users granted access to the Accounts Receivable modules can void
payments in the system. The practice has been to grant groups add/edit/view access to all
aspects of modules, with the exception of editing the systems database, which is limited to a
specific group of DoIT system administrators.
Group access however should be limited to allow users view only access for example. The
Department of Information Technology (DoIT) System Administrator that supports this system
is the primary person that grants system access. According to the DoIT System Administrator,
this system has been in place for a long time, and the system user roles and responsibilities
have not been reviewed and appropriate access levels have not been determined until recently
when the audit team identified the potential system conflicts.
During the June 2019 review of access levels, the System Administrator noted that a member of
the Prevention Superuser group had incompatible access to the Accounts Receivable module.
The System Administrator did not recall granting this specific user access to this module. Since
this is a legacy system, it has limited ability to generate reports to monitor users’ activity.
Therefore, it is extremely important for the Fire Department to assign roles that do not create a
segregation of duties issue.

Internal Audit Division
City Manager’s Office
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Hazardous Materials CERS/OneStep Conflicting Roles and Responsibilities
Hazardous Materials conducts inspections and collects fees related to permits for use of
pyrotechnics at special events, assessing late fees. Hazardous Materials had two systems to
manage their activities and perform records searches, including the California Environmental
Reporting System (CERS/OneStep) and QuickBooks 7. The specialist now uses the CERS/OneStep
for invoicing. Similar to Fire Administration’s processes, the Hazardous Materials section at
present has the same staff person performing the inspection, invoicing, and recording functions
noted in Figure 1, due to a vacancy in the Hazardous Materials Inspector role. These conflicts
are highlighted in Tables 5 and 6 on pages 13 and 14.
1-4.

Lack of reconciliation between Tyler Cashiering and Fire Department’s systems

When invoices are generated separately in one system (Firehouse) from payments recorded in
another system (Tyler Cashiering) then regular reconciliation is needed to ensure accuracy and
completeness of revenues received and recorded. We found that there is no regular
reconciliation done of the activities and payments recorded in the Firehouse and CERS/OneStep
systems to ensure accuracy and completeness of payment information in the City’s financial
system. The lack of reconciliation along with inadequate segregation of duties and conflicting
roles systems access, are serious internal control weaknesses in the Fire Department’s cash
handling process. Consequently, the Fire Department cannot provide evidence of complete
payment activity. The department has been relying on historical practice to invoice, receive,
and record payment that has no built in segregation of duties or reconciliation of noninterfaced systems. This practice puts the City at a potential risk for fraud or errors when
receiving and recording revenues.
CORRECTIVE ACTIONS IMPLEMENTED DURING AUDIT
During the course of this audit, Internal Audit met with the Fire and Finance Departments as
well as the City Manager to discuss ways to resolve the issues identified. The City Manager
requested the Fire Department work with Finance to quickly correct the identified issues. The
progress towards this is summarized by concern below.
1-1. Delayed processing and depositing cash received
During the course of the audit when this issue was identified, Internal Audit immediately
recommended that the Fire Chief work with the City Treasurer to transfer receipt of all
mailed and in-person payments from the Fire Administration Office to Municipal Services.
The Fire Department is no longer receiving checks and cash, a new process was developed
7

Hazardous Materials section used Quickbooks to record all of their inspection activities but is no longer used as
its no longer supported and currently inaccessible to staff.
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so that all invoices are paid to a PO Box, which is picked up by Municipal Services to be
processed. Starting July 2019, the Fire Department changed their mail collection
procedures to handle any mail payments in dual custody and to log this activities by the
respective handlers. Any payments received at Fire (instead of the PO Box) are couriered
to Municipal Services within 24 hours.
1-2. Inadequate segregation of duties related to cash handling and recording
The Fire cashiering station in the Hale Building basement was removed in July 2019. As of
August 2019, the City Treasurer confirmed that Municipal Services now receives all mailed
and in-person payments for the Fire Department.
1-3. Conflicting system roles and responsibilities related to invoicing and accounts receivable
The Fire Department contacted DoIT to change access permissions that created
segregation of duties related to billing, receiving, and reconciling data in Firehouse. The
Fire Chief reached out to the Director DoIT to develop an access policy that verify access
to all of their systems is appropriate and reviewed on a regular basis.
1-4. Lack of reconciliation between Tyler Cashiering and Fire Department’s systems
The Fire Administration and Municipal Services Divisions are currently working on a
process that will allow the Fire Department to reconcile Firehouse with Tyler Munis to
ensure both systems have accurate and complete data.
Recommendation 1.1-1.4: The Fire Chief should develop a formal process to reconcile all
billable fire activities within the various department systems to the fees recorded in Tyler
Cashiering to ensure accuracy and completeness of fees that should be collected, as well as to
detect any misuse of errors. This process should be reviewed and approved by the Finance
Department.
MANAGEMENT RESPONSE
The Fire Chief is working with the Finance Department to develop policies to address each
finding and implement by early 2021 as noted below:
1-1.

Delayed processing and depositing cash received: The fire department transferred all
mailed payments and cash receiving to municipal services and no longer receives
payments at the fire administration office.

1-2.

Inadequate segregation of duties related to cash handling and recording: The fire
department is currently developing a policy that outlines workflows that allow for the
separation of essential duties that is compliant with the department of finance
standards for accounts receivable.
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1 -3.

Conflicting system roles and responsibilities related to invoicing and accounts
receivable: On an annual basis, the fire department deputy chief and budget analyst will
review the access roster and privilege sets for each invoicing system to ensure
appropriate permission sets for employees conducting invoicing and reconciliation.

1 -4.

Lack of reconciliation between Tyler Cashiering and fire department systems: The fire
department, in concert with the finance department is developing a policy that
addresses the reconciliation of invoices found in our inspection database (Firehouse).

1-5.

Lack of vetting the department’s cashiering process prior to authorizing Tyler Cashiering

Municipal Services (part of the Finance Department) processes the majority of payments for
City services. The Finance Director, via the Treasury division, can authorize a department to
perform cash handling duties and provides the department with the needed equipment and
access to Tyler Cashiering to safely collect and record cash. The Treasury Division is also
responsible for developing and ensuring compliance with citywide cash handling policies and
procedures, and to provide regular training for employees who handle cash. Based on our
interviews with staff at Fire and the Finance Department, the Treasury Division provided the
equipment and set up the cashiering stations at the Fire Department locations. However, it
does not appear that the Treasury Division reviewed the Fire Department’s cash handling
procedures to ensure compliance with the policies and verify that the process had strong
internal controls.
Recommendation 1-5: The City Treasurer should require any department that currently has or
seeks to add a cashiering function to provide a business justification and formal documentation
of their process that demonstrates compliance with the City’s cash handling policies, adequate
segregation of duties, and proper monitoring to deter theft, loss, or misuse of cash.
MANAGEMENT RESPONSE
The Finance Director concurs with the recommendation, noting that a process has been
implemented between Finance and Fire to ensure the proper data is populated in the
Cashiering System to reconcile utilizing both Tyler Munis and the Fire Department’s system.

Internal Audit Division
City Manager’s Office

17

Page 23

A19-FIN-01

Audit of City Cash Handling, Petty Cash, and Purchasing Card Programs

SECTION B: PETTY CASH ISSUES

Current petty cash operating procedures are based on municipal code and documented
citywide policy originally developed by the Finance Department in 2002. The Finance
Department also provides periodic in-person training on this policy for new or current
employees designated as petty cash custodians for their department. According to the existing
petty cash policy, departments are responsible for establishing custodial responsibility for the
funds used for City business. A primary custodian is responsible for all aspects of the fund
including disbursements, replenishments, record keeping, reconciliations, discrepancies, and
safeguarding. The policy also requires the department to name a back-up to the custodian if
they are absent, as well as an approving official to regularly monitor and review all transactions
for appropriateness. Although the current petty cash policy does contains examples of
disallowed purchase types, departments should consult the Finance Department to inquire
about appropriateness of expenditures. Table 7 below summarized the major responsibilities of
the various assigned roles for a petty cash account.
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Table 7: Petty cash Account Roles and Responsibilities
Custodian

 Collect receipt and
reimbursement voucher
from employee who made
purchase under $100
 Review purchase for
appropriateness and ensure
reimbursement voucher
correctly filled out, submit to
approving official
 Reimburse purchase, initial
voucher to indicate
reimbursement was paid
 Reconcile cash account at
the end of each month

Approving Official

Treasury Division (Finance)

 Review purchases for
appropriateness

 Review quarterly checking
account reconciliations

 Sign reimbursement
vouchers.

 Maintain master petty cash
list.

 Review and approve monthly
cash account reconciliations.

 Reconcile master list to
general ledger accounts for
petty cash
 Notify Accounting of any
changes to petty cash
accounts so ledger can be
updated

 Review and approve
checking account
reconciliations.

 Reconcile checking account
each month with banking
statement and submit to
Treasury quarterly
 Prepare replenishment
requests- submit all vouchers
and backup
Source: City of Pasadena Petty Cash Fund Policy

The second issue in this audit has five areas of concern that need to be addressed to strengthen
departmental compliance to the petty cash policy:
2-1.
2-2.
2-3.
2-4.
2-5.

Police Department petty cash accounts not routinely used
Some Police Department petty cash expenditures are not compliant with policy
City Attorney petty cash account not regularly reconciled or replenished
Some City Attorney expenditures are not compliant with policy
Some Library petty cash expenditures are not compliant with policy
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ISSUE 2: Noncompliant petty cash practices
Risk Rating: High
Based on interviews during the planning of this audit, we selected several departments to
perform petty cash testing. We found that the Police and City Attorney/City Prosecutor (City
Attorney) Departments maintain large petty cash funds that were either not regularly used,
reconciled, or reported in accordance with the City's petty cash policies and procedures. This
issue applied to two of the 12 accounts maintained by the Police Department, a settlement
checking account totaling $10,000 and asset and forfeiture funds account totaling $25,000.
These specific funds had no regular transaction activity for many years, and did not provide
monthly reconciliation reports to the Treasury Division as required by policy. In addition, the
City Attorney maintained a $5,000 petty cash fund with minimal expenditures and did not
reconcile the fund monthly as required by the City’s petty cash policy. Additionally, we found
that the Police and Library Departments are not providing sufficient documentation to
demonstrate the accuracy and/or appropriateness of expenses reimbursed with petty cash
funds as required by City petty cash, travel, and other City financial policies. Without providing
the Finance Department with a regular review and reconciliation of petty cash accounts, a high
risk of theft, loss, or misuse can occur and go unreported.
2-1. Two Police Department petty cash accounts not regularly used
The settlement checking account was established as a way to compensate claims related to
police activity. The account was documented and authorized by a prior Chief of Police and
included accompanying liability waivers dated in 2002. In the 2002 memoranda, the then City
Attorney, City Manager, and Chief of Police could authorize direct cash payments under
$10,000 to individuals to avoid future litigation as well as procedures as to how to pay these
funds out. The last check drawn from this account was on 08/21/2006 for $600. The last record
of a replenishment and reconciliation was on 07/29/2014. The remaining checks were in
sequential order and accounted for in their entirety during the surprise count. Per the petty
cash custodian, this fund has not been in use for many years and staff have received direction
in the past to not follow or use the policy. The checkbook and accompanying documents were
stored in a locked safe within a secured access room in the department headquarters.
Audit staff accounted for all of the cash on record with the asset and forfeiture fund ($25,000)
during the surprise count. The cash was stored in a sealed evidence bag within a combination
safe secured in a locked room in the department headquarters. Based on the documents inside
the sealed bag, the last count performed of the cash was in 2006. The audit team inquired
about the need to have this amount of cash on hand. We were told by various staff that officers
may need to make a large cash purchase as part of an investigation. However, this need has not
Internal Audit Division
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arisen in the recent past that any staff person could recall or demonstrate based on the most
recent count. There was no record of any transaction activity on the 2006 count and it appears
the fund has never been used. By maintaining large cash accounts that are not regularly
reported to or counted by a third party outside of the department, there is risk that cash could
go missing with no trail of accountability.
For the remaining ten petty cash accounts in the Police Department, we found that staff
regularly use the funds within various divisions. The account custodians and approval
authorities are submitting regular reconciliation reports and expense supporting
documentation for funds on a monthly basis. All of the reported cash on hand and voucher
requests were fully accounted for during the surprise account.

2-2.

Some Police Department petty cash expenses are not compliant with policy

The City’s petty cash policy requires all staff requesting reimbursement using petty cash to
document their request using a form describing the item or service purchased, the date, cost,
and business purpose. An approval authority must approve these requests for appropriateness
and ensure the service or good was actually received and sign off on the voucher request. The
purchaser and custodian must also sign-off on the completed voucher requests. Vouchers must
also provide supporting documentation such as itemized receipts, invoices, or other proof of
purchases. In the case of meal purchases, the petty cash policy requires that the requestor
provide the purpose, dates, and list of attendees to ensure appropriateness of the expense. If
mileage is requested for reimbursement, the request must detail the purpose, dates, miles, and
odometer readings to ensure the trip made is appropriate for the department.
Internal Audit reviewed transactions incurred from petty cash funds for appropriateness based
on the City’s petty cash, travel, and other applicable citywide financial policies. We found that
required supporting documentation for food purchases does not provide enough detail to
ensure purchases complied with policy. We observed that purchases would be made for a staff
or community meeting, but lacked the attendee lists or detailed event information.
Additionally, meals purchased at a restaurant would not always contain an itemized list of food
and beverage purchased to ensure compliance with the City’s Code of Conduct related to
inappropriate food and beverage types. Additionally, we found instances of other purchases
that appeared personal in nature including party and craft supplies for employee events and
new dress shoes to replace a pair damaged while on duty. There were also mileage
reimbursements made that did not use the City’s approved mileage reimbursement form.
Several requests to add tinting to the windows of undercover automobiles were reimbursed
with petty cash, but should have been made using an existing purchase order. Although the
Internal Audit Division
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current petty cash policy does not explicitly prohibit these types of items, they did not provide
enough documentation to demonstrate appropriateness for department business needs, which
could be perceived as misuse or abuse of petty cash funds.
The Police Department currently operates out of compliance with two specific prohibitions of
citywide policies for petty cash that may require explicit exceptions from the Director of
Finance. There were instances where police officers received parking tickets or toll lane
violations using City vehicles. City purchasing card and travel policies prohibit reimbursement of
employees for parking citations and/or driving violations. Additionally, various investigative
divisions within the department may need to provide cash payments for witness or undercover
operations. For both of these types of requests, the department requires officers to fill out their
department petty cash form, generally indicate the nature of the purchase and provide a
reference to an active case number. Due to the sensitive nature of investigations, there would
be no backup documentation provided8. Currently these practices do not comply with the City’s
petty cash policy, but there is no written document that exempts the Police Department from
complying with these prohibitions.
CORRECTIVE ACTIONS IMPLEMENTED DURING AUDIT
As a result of this finding, the Police Department worked with the City Treasurer to close the
settlement fund with Bank of America. Additionally, the City Treasurer received all of the cash
from the asset and forfeiture account and deposited these funds into the City’s central bank
account. Internal Audit verified the closure of both these accounts in August 2019. The City
Treasurer also noted that he has put a system in place that would allow the Chief of Police
access to petty cash for an immediate investigative need.
Recommendation 2-1: The Chief of Police require all petty cash custodians to attend petty cash
training to refresh their knowledge of petty cash policies and direct custodians to obtain
adequate supporting documentation prior to reimbursing the requested expenses.
Recommendation 2-2: The Chief of Police should prohibit petty cash reimbursement of parking
citations and/or moving violations received as a result of police business. Instead, the Chief of
Police should require officers to seek reimbursement using the City’s Check Request process,
which requires department approval of an individual reimbursement request.
MANAGEMENT RESPONSE
2-1.

8

All police department personnel who have been designated as petty cash custodians
and their seconds have been mandated to attend the Cash Handling + Petty Cash
Training scheduled for March 10, 2020. Again, all police department petty cash

According to the Police, a receipt is not possible to obtain for witness payments, drug buys, etc.

Internal Audit Division
City Manager’s Office

22

Page 28

A19-FIN-01

Audit of City Cash Handling, Petty Cash, and Purchasing Card Programs

custodians will be notified by Police Command Staff to attend this mandatory training.
At the direction of the Chief of Police, a directive with required acknowledgement will
be sent to all petty cash custodians reminding them of their responsibility to obtain
proper documentation prior to reimbursing through petty cash funds.
2-2.

At the direction of the Chief of Police, a directive with a signed acknowledgement will be
sent to all supervisors and managers by March 16, that they must approve payment
and/or reimbursement in the instances where police personnel receive parking tickets
or toll lane violations while using City vehicles in the course and scope of their duties.
The payment/reimbursement will only be in the form of a check request utilizing the
proper City process.

2-3.

City Attorney petty cash account not regularly reconciled or replenished

We found that the City Attorney’s petty cash custodian is not regularly drawing from its petty
cash account or providing the Treasury Division account reconciliations on a monthly basis. The
department custodian submits one annual reconciliation and replenishment request at fiscal
yearend, rather than a required monthly reconciliation report. We also found during the
surprise cash count that the custodian is not timely processing petty cash requests from staff.
The account had 37 outstanding petty cash reimbursement requests totaling over $1,000 that
were several months old when we reviewed the petty cash account. When reviewing the
replenishment requests made during the scope period, we observed that transactions
requesting reimbursement were incurred in prior fiscal years. For example, the August 2017
replenishment request contained voucher requests for purchases dating back to July 2013. As
of May 2019, only three of the 42 claims for the year were reimbursed. Additionally, the City
Attorney’s petty cash account total of $5,000 does not accurately reflect their monthly or even
annual spend. Based on the six months of expenses noted in the City Attorney's check register
for FY 2019, the department on average is expending $165 per month in reimbursements. The
monthly expense range was $71 to $298.
2-4.

Some City Attorney expenditures are not compliant with policy

During the surprise petty cash count, the audit team found that employee training, travel, and
other reimbursement requests did not contain sufficient documentation to support the
purchase in compliance with the policy. In regards to training events, eight reimbursement
requests did not contain a flyer announcing the course or conference attended. Food purchases
would be made for training events, but did not contain the required attendee lists. There were
also several reimbursements made for party supplies and other employee-related events.
Parking reimbursement requests would not contain required details such as trial or event
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attended. Original parking stubs submitted as receipts would have illegible dates, times, or
prices.
Per the City’s Travel policy, employees are entitled to reimbursement for the mileage in excess
of the employee’s standard commute length from their home to their typical work location. The
City also provides a form to document routine travel that includes odometer readings, route
mileage, and a description of the travel purpose. When reviewing mileage reimbursements
made from the petty cash account, we found that the City Attorney’s Department requests are
not logged using the City approved mileage form for local and non-local travel. Two mileage
reimbursement payments also did not adhere to the City’s requirement to deduct the standard
commute miles, and reimbursed staff for mileage that included their standard commute from
home9.
CORRECTIVE ACTIONS IMPLEMENTED DURING AUDIT
As a result of this finding, The City Attorney requested to have their petty cash account reduced
to $200 to better reflects their average monthly needs. Internal Audit confirmed that the City
Treasurer received and approved this reduction request in August 2019.
Recommendation 2-3: The City Attorney should require their department custodian to attend
training to refresh their knowledge of City’s petty cash policies.
Recommendation 2-4: The City Attorney should direct the custodian to comply with petty cash
policy including the requirement for timely monthly reconciliations and replenishments,
receiving adequate supporting documentation for expenses prior to reimbursement, verifying
the expenditure complies with other travel and finance policies prior to reimbursement and
timely payment of petty cash requests.
MANAGEMENT RESPONSE
2-3.

The department custodian has attended Cash Handling and Petty Cash Training provided
by the City on at least three occasions, the last on October 8, 2019 (which was after this
audit), and will be required to attend future trainings offered on this subject. This has
already been completed.

2-4.

The department custodian has been mandated to process reimbursement requests in a
more timely manner, and to consistently stay abreast of changes to, and follow, all City
finance policies. A tickler system has been implemented in the department to ensure
timely reconciliations, and that timing has improved significantly. The custodian is

9

During the audit, the City Attorney Office’s petty cash custodian notified the employee of the overpayment, and
the employee returned the overpayment amount of $8.06.
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required to participate in the Finance Department’s Monthly Analyst meetings regarding
City policies and will regularly participate in future training offered by the City regarding
all relevant City finance policies. This has been completed and ongoing.
2-5.

Some Library petty cash expenditures are not compliant with policy

According to the Treasury Division, the Library and Information Services Department (Library) is
a regular petty cash account user and consistently turns in their monthly reconciliations. The
Library uses a checking account to reimburse employees for mileage, supplies for events, and to
reimburse patrons assessed lost books fines when the item is recovered. In reviewing the
Library Department’s use of petty cash, we identified issues related to missing or insufficient
documentation to support purchases, as well as inconsistent calculation of mileage
reimbursement to employees.
Many events and public programs hosted by the Library include activities that involve art or
craft supplies. We observed that craft supplies purchased for Library events used petty cash,
but reimbursement requests did not provide documented proof of the event, such as sign-in
sheets or a flyer. We also found that mileage reimbursements claimed for the same routes
differed by employee. Additionally, not all mileage reimbursement requests are submitted with
documentation to support the route and miles taken. Lastly, refund requests for lost and found
books are not processed consistently, with employees using different forms and procedures to
reimburse patrons for the lost items. Additionally, an employee purchased an item from
Amazon, but did not use the City’s business account and had the delivery shipped to a personal
residence. This purchase does not comply with a directive issued by the Purchasing Division
governing Amazon purchases for City business.
Recommendation 2-5a: The Library and Information Services Director should create
standardized mileage distances for routine trips between library branches when approving any
reimbursement for mileage, and direct petty cash custodians to verify that submitted mileage
reimbursement requests comply with the City’s travel policy.
Recommendation 2-5b: The Library and Information Services Director direct petty cash
custodians to verify that required supporting documentation is attached to the request prior to
reimbursing the expense to ensure purchases are appropriate for Library business.
MANAGEMENT RESPONSE
In July 2019, library staff worked with the Treasury Division to create and implement new
internal financial procedures to address both recommendations. For mileage reimbursements,
the Library began utilizing a standardized mileage chart for routine trips. For mileage beyond
Internal Audit Division
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routine trips, employees are required to attach driving directions search (Google, MapQuest,
etc.) that shows total miles. Additionally, employees are required to submit both the mileage
form and check request form. For other reimbursements, employees are now required to
submit a petty cash voucher and/or check request form (dependent on the threshold), turn in
all receipts with a description of the purchase, fill in the appropriate accounting codes, and
require immediate supervisor sign off. For food expenses, employees are required to submit
either a meeting agenda, sign-in sheet/attendance list, or program flyer. All employees were
trained in July 2019 on these procedures, and will continue on a regular basis. Complete
procedures are available to staff on the department’s intranet site.
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The third issue in this audit has three areas of concern that need to be addressed to strengthen
internal controls of petty cash policy and departmental compliance:
3-1.

Petty cash policy inconsistent with travel policy local mileage reimbursements

3-2.

Purchasing card policy and petty cash policy inconsistent on prohibited purchases

3-3.

Role of Treasury in conducting monitoring and oversight

ISSUE 3: Citywide petty cash policy is not enforced and inconsistent with other financial
policies
Risk Rating: High
The Finance Department’s current version of the petty cash policy is dated February 2002. Staff
that attend petty cash trainings in person receive this policy as part of the training, along with
Microsoft Excel templates for monthly reconciliations and expense reports. Attendees at the
training receive an overview of the policy, key monthly deadlines, and a discussion of custodian
and Finance staff responsibilities. In reviewing the policies and practices for petty cash, we
identified several areas of the policy that are outdated and in conflict with other existing
policies that govern how funds are to be expended. Without consistent and aligned policies
governing the use of various purchasing methods and consistent enforcement of these policies,
departments may be purchasing items with petty cash that are not appropriate for City
business.
3-1. Petty cash policy inconsistent with travel policy local mileage reimbursements
Mileage reimbursement procedures in the 2002 petty cash policy are inconsistent with the
City’s current travel policy dated April 2018. As noted in the petty cash findings above, the
reimbursement of mileage for local travel (trips destinations less than 75 miles) is paid to staff
under the current petty cash policies. At the same time, the travel policies have additional
requirements related to all City business travel that are not adequately addressed in the petty
cash policy. The petty cash policy allows only for the reimbursement of private automobile
travel to local destinations that are less than 75 miles away. An employee is only required to
“ensure that purposes, dates, miles, and odometer readings are listed, and that they are
appropriate and reasonable.”
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However, the City’s Travel policy requires the following key conditions be met for
reimbursement of local travel mileage10:









Mileage reimbursement requires supervisor/management approval prior to travel.
Employees shall never be reimbursed for miles driven between their legal residence and
their base work location. Employees will be reimbursed for miles incurred in excess of
their normal commuting mileage.
Only the employee whose personal vehicle is used may request mileage reimbursement.
Reimbursement requests are to be submitted utilizing the Check Request form and the
Travel Authorization and Expense Form.
Mileage shall be recorded at the completion of each trip.
All employees must continuously maintain auto insurance as mandated by law.
Each request for mileage reimbursement shall include the date of and mileage for each
individual trip. Employees completing the Monthly Mileage Reimbursement form must
also submit beginning and ending odometer readings, excluding miles driven on
personal business.

3-2. Purchasing Card policy and Petty Cash policy inconsistent on prohibited purchases
The current petty cash policy includes a list of prohibited personal purchase types that notes it
is not exhaustive. The policy relies on employees and approving officials to exercise good
judgement when using the funds and avoid any transaction that may appear inappropriate. In
the case of purchasing cards, the policy and cardholder agreements contain a more exhaustive
list of specific prohibited purchase types. Some of the items prohibited in the purchasing card
policy are reimbursable in the petty cash policy. Examples of petty cash expenses reimbursed
include personal fines, parking citations, footwear, commuting expenses, personal employee
celebrations, and Amazon transaction processed outside of the City’s Amazon Business
Account. The purchasing card policy and the subsequent agreement signed by cardholders also
requires supporting documentation for purchases, or in the case of food/beverages, additional
documentation to demonstrate that the purchase was not personal in nature. The current petty
cash policy also relies on the judgement of custodians and officials to demonstrate the
appropriateness of a purchase without specific supporting documentation beyond a receipt.
3-3. Role of Treasury in Conducting Monitoring and Oversight
The Treasury Division has not performed regular surprise petty cash audits in many years, and
has not been consistently enforcing the petty cash policy that requires the Treasury Division to
10

The City’s travel policy has been updated as of April 2018.
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receive monthly reconciliation reports. This is in part due to the Finance’s past practice and
policy to have petty cash surprise counts and annual audits conducted by the department’s
then Internal Auditor. Prior to the re-creation of the current Internal Audit division, the Internal
Auditor position reported to the Director of Finance. The Internal Auditor was assigned as the
responsible party for performing these audits and surprise cash counts in the petty cash
policy11. A third-party auditor conducted the last formal audit over the City’s general cash
control procedures (including petty cash) in 2013.
Based on our interviews with Treasury staff, there has been no petty cash audits or surprise
counts since the issuance of the 2013 report. The 2013 report noted a general lack of oversight
to ensure departments adhere to established cash control policies and procedures and there
was no process in place to encourage or enforce compliance with policy. We also found that
Treasury staff was not regularly reporting department non-compliance with policies to the
Director of Finance or the Human Resources Department to investigate and take action if
warranted. Without routine oversight of department petty cash, there is a high risk that
departments may not be adequately reconciling or reviewing expenses to prevent theft, loss,
and misuse.
We also observed that not all departments that submit petty cash replenishment requests are
fully utilizing the electronic upload capabilities of the City’s financial system to process their
replenishment requests. The Treasury Division requires department to upload their reviewed
and approved check requests into the system for electronic workflow approvals, but accepts
the original, hard copy supporting documentation separately from the departments. Some
departments, including the Police Department, send all of their replenishment requests and
backup documentation through the electronic upload and approval process.
Recommendation 3-1: The Director of Finance should review and reconcile citywide petty cash,
purchasing card, and other applicable financial policies to ensure they are consistent in what
expenses are appropriate and/or inappropriate uses of City funds, and the appropriate level of
supporting documentation that should be provided for these purchases.
Recommendation 3-2: The Director of Finance should also regularly communicate any serious
misuse or repeated violations of petty cash policies to the Human Resources Department for
investigation.
Recommendation 3-3: The Director of Finance should require all departments to electronically
upload all supporting documentation with a check request to replenish a petty cash account.

11

The Internal Audit division is now part of the City Manager’s Office as of 2015 and independent of the Finance
Department.
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MANAGEMENT RESPONSE
The Finance Department concurs with the recommendation and a comprehensive review of all
policies related to petty cash, purchasing cards and other related financial transactions has
neen completed. Revised policies were distributed in early March 2020. All serious violations
will be reported to the Human Resources Department, and all supporting documentation for
petty cash reimbursement is now uploaded into the Tyler Content Manager to support the
payment request. It should be noted that petty cash reimbursements are handled through the
Tyler Munis Workflow, and it is incumbent upon the approving officials to understand the petty
cash requirements prior to approval.
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SECTION C: PURCHASING CARD ISSUES
The fourth and fifth issues in this audit have areas of concern that need to be addressed to
strengthen internal controls of purchasing card policy and departmental compliance:
4. Noncompliance with purchasing card policies and agreements
5. Serious or repeated instances of purchasing card noncompliance not reported

ISSUE 4: Noncompliance with purchasing card policies and agreements
Risk Rating: Medium
4. Police Department noncompliance with purchasing card policies and agreements
As noted in Table 2 on page 4, the Police Department has the largest number of purchasing
card users in the City, and subsequently, the highest number of suspensions for purchasing card
use violations. We found that the department had 14 instances of purchasing card suspensions
for not adhering to the City’s policies and procedures governing purchasing card use, which
included failure to complete the monthly reallocation process in a timely manner and
purchasing prohibited items. The prohibited purchases included gasoline for a personal vehicle
to attend a work training, toll violation fine (paid back to the City from an employee petty cash
reimbursement) and failure to use the City's Amazon business account for a purchase.
Additionally one active card user in the department is indefinitely suspended from card use due
to multiple suspensions, but still has an active purchasing card. The purchasing card policy
provides the Director of Finance with the authority to cancel a purchasing card for up to one
year after a third violation of policy. The Director of Finance can also revoke the privileges of a
card user for a severe misuse or other violation of policy. According to the Program
Administrator, the Director of Finance’s practice has been to cancel purchasing card accounts at
the specific request of the Department Director. In this case, there has been no request by any
police official to cancel the suspended user’s card.
Examples of Questionable Purchases
Per the purchasing card policy, cardholders are prohibited from making purchases at vendors
with whom the City has a blanket purchase order or vendor contract. In analyzing the purchases
made by the Police Department, we found that the department is generally in compliance with
City Purchasing Card use. We did however observe some office supply and technology
purchases that should have been acquired through purchase orders. Many of these purchases
Internal Audit Division
City Manager’s Office
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were from Amazon or at the local Best Buy. Additionally, any computer hardware or other
related equipment purchases in the City require departments to first consult with DoIT, who
may have equipment on hand or have purchase orders in place to acquire equipment in a more
cost effective and efficient manner than using a purchasing card. Additionally, there were a
small number of purchases with no or unclear business purposes based on the limited
supporting documentation provided. Examples include toll lane violations fines for several
officers for investigations, regular coffee purchases for team meetings with no sign-in sheets
provided, and party supply purchases for employee celebrations.
Recommendation 4: The Chief of Police should direct purchasing card users to utilize existing
purchase orders or contracts rather than buying items with the PCard. The Chief of Police
should direct staff to work with DoIT to acquire any needed technology equipment.
CORRECTIVE ACTIONS IMPLEMENTED DURING AUDIT
During this audit, the City Manager issued a directive to the Director of Finance to cancel
purchasing card for users after more than two violations. The Director of Finance noted a
formal warning would be issue for the first violation, and a suspension after a second violation.
MANAGEMENT RESPONSE
At the direction of the Chief of Police, all Police personnel that currently have P-Cards will be
mandated to attend training regarding the proper use of their assigned cards. The training will
be prepared and conducted by Pasadena Police Department (PPD) Finance Management
Analyst V and her staff. The training will include department and City policy and procedures,
review governing purchasing card use, to include prohibited items. This mandated training will
be conducted on or before June 30.
A designee for the Chief of Police will request the Director of Finance, in writing, to cancel and
revoke the privileges the one active card user in the department who is indefinitely suspended
from P-Card use due to multiple suspensions during the month of March 2020.
Additionally, a request will be made from the Office of the Chief of Police to the Director of
Finance to draft a provision giving authorization for the Police Department's various
investigative divisions to provide cash payments for witness or undercover operations. The
provision will identify the type of documentation that will be needed keeping in mind the
confidentiality aspects of these sensitive in nature type of investigations. This request will be
prepared with the assistance of the City Attorney/ Prosecutor's office and submitted to the
Director of Finance by mid-March 2020.
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ISSUE 5: Policy violations not referred to Human Resources
Risk Rating: Medium
5. Serious or repeated instances of purchasing card noncompliance not reported
In the Association of Certified Fraud Examiners’ (ACFE) 2018 Report to the Nations, the most
common type of occupational fraud is asset misappropriation, which includes theft of cash on
hand and fraudulent disbursements for personal benefit. The report also describes other red
flags of occupational fraud perpetrators, which include committing non-fraud related
misconduct or human resource/performance related issues. Cash collected by the City, as well
as purchasing cards are examples of assets that can be misappropriated by employees if there
are not adequate internal controls in place to prevent or detect theft and loss. In the City of
Pasadena, the Human Resources Department’s Employee Relations Division investigates
potential noncompliance with the City’s Manual of Personnel and Administrative Rules and
other regulations under which the City operates, and recommends corrective actions when
appropriate.
We found that the policies and procedures governing cash handling, petty cash and purchasing
cards do not direct or require instances of serious misuse or repeated non-compliance to be
referred to the Human Resources Department that may require formal investigation. The petty
cash policy does note that a failure to adhere to procedures in the policy may results in the
closure of an account and/or disciplinary action. However, based on Finance staff interviews
and internal communications, repeated non-compliance by individual employees are not
communicated outside of the Finance Department. In the case of Purchasing Cards, repeated
offenses do result in suspension of card use, and the employee’s Department Director is
notified in a formal memo. However, this does not result in a card being taken unless
specifically asked for by the Department Director. Without properly referring an employee’s
misuse or repeated non-compliance with policies to Human Resources, the City cannot hold
employees accountable for loss of cash or improper disbursements.
Recommendation 5: The Director of Finance should direct staff to refer serious and repeated
non-compliance of individuals that use petty cash, handle other cash, or use a purchasing card
to the Human Resources Department.
MANAGEMENT RESPONSE
As noted in the “Corrective Actions Implemented During Audit” section of the report,
suspension and cancellation policies for Purchasing Cards are now in place. Additionally, serious
or repeated non-compliance will be reported to the Human Resources Department and the
Department Director. Previously, these were being reported only to the Department Director.
Internal Audit Division
City Manager’s Office
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Additional Observation
During the course of the audit, we identified issues that were not within the scope of our audit,
but would like to bring to the attention to the City Manager.
Healthy food and beverage policy
In October 2011, the City Council adopted nutrition standards for all snacks and beverages sold
in City vending machines. In 2011, the Policy also required all beverages and snacks served at
events coordinated by City staff using City funds should also meet the specified nutrition
standards. This policy was amended in November 2017 that allowed the policy to be updated
without City Council authorization to allow the City Manager or their designee to readily update
nutrition standards when published by the U.S. Dietary Guidelines. The standards are specific as
to how much total fat, saturated fat, trans fat, sugar, calories, and sodium are contained in an
item and to what percentage is acceptable. In 2012, the Public Health Department developed a
guidance documents to assist City staff in selecting healthy snack and beverages for meetings
and events.
In our review of employee-incurred expenses made from petty cash and purchasing cards, we
observed instances where City employees were purchasing meals, snacks and/or beverages
that may be considered unhealthy under the current policy guidelines. Some employees were
sanctioned for the purchase of obvious examples of unhealthy snacks and beverages such as
cookies or candy. However, we also observed numerous approved purchases for snack and
beverages for City events that may not be healthy based on the lack of supporting
documentation to demonstrate a food item is in accordance with the healthy food policy
standards. In practice, the City is relying on the judgement of the Finance Department to
perform an enforcement function of a policy developed by the Public Health Department. Per
the Director of Finance, trying to monitor and enforce these specific policies has become overly
burdensome on the purchasing card administrator. The Director of Finance followed up on this
issue with the City Manager, and it was agreed that Finance would no longer question or
enforce the purchase of individual meals and food items. It was agreed that if blatant violations
occurred, such as the ongoing purchases of candy, soda, or obviously unhealthy foods that
Finance could take action.

Internal Audit Division
City Manager’s Office
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Appendix A: Findings Risk Ranking Criteria

High Risk

Medium Risk

Low Risk

Potential significant
financial/operational losses to the
City

Weakness that could cause
moderate losses to the City

Control weaknesses exist but
are mitigated by other controls

Significant internal control
weaknesses that are Citywide or
affect a department’s operations.

Internal control weaknesses at
a division or unit level or noncompliance with citywide
policies

Controls which, if eliminated or
re-engineered, would benefit
productivity or effectiveness

Violation of laws, regulations or
municipal code/ordinance

Non-compliance with grant
requirements or other
contractual agreements

Opportunities for process
improvements or increased
efficiencies
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Appendix B: Management Responses From Departments
1.
2.
3.
4.
5.

City Attorney – pages 37-38
Finance – page 39
Fire – page 40
Library and Information Systems – pages 41-42
Police – pages 43-44
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Appendix C: Summary of the COSO Internal Control Framework Components and
Principles
COSO
Component

Control
Environment

Risk Assessment

Control Activities

Component Principles






Commitment to integrity and ethical values
Exercises oversight responsibility
Establishes structure, authority, and responsibility
Commitment to competence
Accountability enforced






Objectives are specified
Risk is identified and analyzed
Fraud risk assessment
Identify and assess impact of significant changes on internal controls

 Develop control activities that mitigate risk
 Develop general controls over technology
 Control activities deployed through policies and procedures

Information and
Communication

 Uses relevant information
 Internal communication of internal control responsibilities
 External communication of internal control performance

Monitoring and
Review

 Conducts ongoing and/or separate reviews of internal control
 Evaluate and communicate internal control deficiencies

Source: Internal Control-Integrated Framework, © 2013, Committee of Sponsoring Organizations of the Treadway
Commission (COSO). All rights reserved. Used with permission.
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Executive Summary
Professional auditing standards and the City of Pasadena (City) Internal Audit Framework
requires Internal Audit to assess risks challenging the City and to communicate its risk
assessment activities, audit plans and resource requirements to the City of Pasadena
Finance/Audit Committee.
This report describes how Internal Audit analyzed the City’s risk environment, prioritized audit
areas, and prepared the annual Audit Plan. The contents of this report are based on these
premises:


Risk, control and governance largely determine the City’s ability to achieve its
objectives.



City management is responsible for managing risk by implementing internal controls and
providing reasonable assurance that they are operating as intended.



Internal Audit is responsible for assessing risk by analyzing conditions that can impair
the City’s ability to achieve its objectives.



Internal Audit is responsible for developing audit plans to review controls that City
management has implemented to address risks.

In collaboration with City management, Internal Audit established an audit universe of auditable
areas for the City and performed a high-level risk assessment of each. There are many activities
performed by management and staff that are designed to control risk and reduce the likelihood
that a negative event will occur. The risk remaining despite those controls is called residual risk.
It is important to note that the risk assessment process does not attempt to measure residual risk.
Instead, the goal of this process is to assess the inherent risk in each of the City’s auditable areas.
The strategy for developing the proposed Audit Plan is based on the assumption that a large part
of the overall risk of an auditable area is attributable to the risks of the business processes it
utilizes. As part of this year’s risk assessment, the Internal Audit division again reviewed the 10
key citywide business processes (listed in Appendix B) and reassessed each City department for
the level of risk it introduces to that business process in the operating environment.
During the audits scheduled as a result of this risk assessment process, the Internal Auditor will
determine how existing controls within the City’s auditable areas mitigate risk. The audit scope
will be updated during the planning phase of each audit, based on the assessment of the risk
remaining within the area, after considering the effects of existing controls.
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Approach
The following diagram illustrates the citywide risk assessment process, the results of the risk
assessment provide information that helps to create the annual Internal Audit Plan. There are six
interrelated steps used to collect data for the annual citywide risk assessment.

Understand
City Council Goals

Utilize Knowledge of
Industry & Business

Identify, Assess and
Rank Auditable
Areas

Develop
Internal Audit
Plan

Ongoing
Change

Understand Citywide Control
Environment

Evaluate impact of
key City-wide
Business Processes

Ongoing
Change

Update Audit
Universe

1. Understand City’s Strategic Goals
The first step to completing a Risk Assessment is to understand the City Council’s strategic
goals. Since risk is defined as any issue (positive or negative) that may impact the City’s ability
to achieve its strategic goals, identifying the City’s key goals is a prerequisite to identifying risk.
The City Council adopted goals are to:







Ensure public safety
Support and promote the quality of life and local economy
Maintain fiscal responsibility and stability
Improve, maintain and enhance public facilities and infrastructure
Increase conservation and sustainability
Improve mobility and accessibility throughout the city

2. Understand Citywide Control Environment
The control environment is the foundation of an effective system of internal control. The control
environment provides discipline and structure to achieve a system of internal controls. The
control environment usually includes the following elements, 1) integrity and ethical values, 2)
management philosophy and operating style, 3) organizational structure, 4) assignment of
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authority and responsibility, 5) City policies and practices and 6) competence of personnel. 1 This
step incorporates reviewing current City policies and practices, prior audit results, MGO Fraud
Risk Assessment results, management survey results and Audit Committee survey results.
Because implementing the KPMG LLP, the Task Force on Financial Administration and Internal
Controls, and Management Partners’ reports related to the alleged embezzlement findings and
recommendations are considered a high priority in the City, these reports were reviewed again.
Audits were included in this year’s proposed audit plan to address recommendations from these
reports.
In addition, it includes interviewing senior management, reviewing prior City Council reports
and actions, and analyzing fraud hotline complaints. The purpose of this step is to assess among
other things, the City’s Control Environment and the risk appetite. The Control Environment,
often referred to as “Tone at the Top”, is considered the foundation for all other components of
internal control. The Committee of Sponsoring Organizations (COSO) defines risk appetite as
the amount of risk, on a broad level, an organization is willing to accept in pursuit of its strategic
goals. Both of these concepts are important to assess to help identify areas to include in the audit
plan.

3. Utilize Knowledge of Industry and Business
The purpose of this step is to gain an understanding of emerging risks and issues related to the
City’s strategic goals and operations. This step involves identifying issues affecting local city
governments, analyzing recent fraud occurrences, discussions with other government auditors
and reviewing white papers on emerging issues.

4: Identify Key Citywide Business Processes and their Impact on Auditable
Areas
A key citywide business process, in the context of the Risk Assessment, is a set of activities
designed to provide critical support to auditable areas. Many business processes involve actions
performed by multiple areas in order to achieve a common goal. In the key Citywide process of
contract management, for example, the auditable area seeking a contract service would draft the
scope of work, City Attorney’s Office would prepare/approve the contract language and terms,
and the Purchasing division would provide oversight ensuring compliance with all procurement
related policies, procedures, and laws. The primary objectives of these activities are to ensure
that contracted services are efficiently and effectively utilized and related risks are properly
managed.
These business processes, their objectives, and their inherent risks were determined through
discussions with City personnel, management input, other information gathered, and the Internal
Auditor’s own experience working with local government entities. The risks associated with
1

International Professional Practices Framework “Auditing the Control Environment” April 2011

3

Page 57

March 2020

each business process were used to evaluate the departments that are primarily involved in those
business processes. The departments’ final risk scores include the risks from these business
processes
A complete list of these key business processes is included in Appendix B. The key business
processes included in Appendix B are listed in alphabetic order rather than priority order or by
level of associated risk. The risks listed with each business process do not represent actual events
but are a listing of potential risks normally associated with those key processes. Management is
responsible for putting in place processes and internal controls to mitigate these risks to an
appropriate level.

5: Identify, Assess, and Rank Auditable Areas - Complete Citywide Risk
Assessment
Institute of Internal Auditors (IIA) International Professional Practices Framework (Standards)
requires that “The internal audit activity’s plan of engagements must be based on a documented
risk assessment, undertaken at least annually. The input of senior management and the board
must be considered in this process.”
The Citywide Risk Assessment is process to identify and assess potential events or situations that
may prevent the City from achievement of its strategic goals and objectives. The Citywide risk
assessment evaluates risk in four areas:
 Strategic;
 Operational;
 Compliance; and
 Financial.
The Citywide Risk Assessment started by identifying the audit universe, or list of auditable
areas, to guide and define the parameters for the Risk Assessment. For purposes of this year’s
Risk Assessment, the auditable areas included were all departments reporting to the Office of the
City Manager. The areas not included in this assessment and proposed audit plan are the
following, except when these departments or entities use the City’s financial system or any other
processes that fall under the purview of the City Manager’s Office, such as use of purchasing
cards:








City Council;
City Clerk;
City Attorney; (except in the areas of procurement and contracts, grants and employment
management)
Rose Bowl Operating Company;
Pasadena Center Operating Company;
Pasadena Community Access Corporation, and
Successor Agency to the PCDC
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Risk is typically assessed and scored along two dimensions: the likelihood, or probability, that a
given adverse event will occur; and the impact of the event on strategic objectives, operations,
compliance requirements, and financial reporting if the event does occur. Using department
metrics, surveys to management and the Audit Committee, issues identified in audit reports, and
financial data and reports, an impact and probability score were multiplied to map the risk for
each auditable area.
Impact is calculated using several factors including:
 financial materiality;
 degree of regulatory compliance;
 operational and strategic impact to City’s objectives;
 number of key IT systems; and
 fraud risk.
Probability is calculated using several factors including:
 complexity of process;
 volume of transactions;
 known issues;
 changes in personnel or processes; and
 degree of monitoring/oversight.
Risk scores are summarized by department and mapped on a Heat Map, which is divided into 4
quadrants:
 I - Low Probability, Low Impact;
 II - Low Probability, High Impact;
 III - High Probability, Low Impact; and
 IV - High Probability, High Impact.
It is important to note that a high risk score does not mean that a department is ineffectively
managed, that sufficient controls are not already in place, or that the function is not performing
properly. A high risk score indicates that a negative event in that area would be particularly
damaging or more likely to occur in the absence of effective controls. Therefore, for example,
departments mapped in Quadrant IV on the Heat Map are considered mission critical; provide
substantial support for many City functional areas; reflect a high public need; or consume
significant financial resources.
The goal is not to move auditable areas from one quadrant to another, ie. from Quadrant IV to
Quadrant I. Auditable areas do shift sometimes as new issues emerge, new systems are brought
online, or when significant processes or management changes occur. Therefore, an auditable
area whose risks have a high probability of occurring and has high impact on City operations
usually does not shift to an area of low probability or low impact. The purpose of a heat map is
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to highlight areas that have significant risk to the City in order to identify and develop a riskbased audit plan to evaluate the effectiveness and efficiencies of the internal controls and
business processes that management has put in place to mitigate these risks. The FY 2021/2022
Citywide Risk Assessment Heat Map is included in Appendix A.
For FY 2021/2022, there were seven departments whose total risk scores increased this fiscal
year. These departments include:
1.
2.
3.
4.
5.
6.
7.

Finance
Fire
Human Resources
Library & Information Services,
Parks, Recreation & Community Services
Planning & Community Development
Transportation

Human Resources and Finance risk score increased this fiscal year because of the
implementation of Payroll/HR Tyler Munis module. The Fire Department’s risk score increased
mainly because of issues identified during a couple of recent internal audit reviews. The four
remaining department risk scores increased this fiscal year because these departments are in the
process of rolling out new software systems and hardware that collect revenue for the City.
6: Develop the Audit Plan
Institute of Internal Auditors (IIA) International Professional Practices Framework (Standards)
requires that “The Chief Audit Executive must establish a risk-based plan to determine the
priorities of the internal audit activity, consistent with the organization’s goals.”
The proposed audit plan covers FY 2021/2022. The methodology used to identify audits for the
audit plan is as follows:
1. Audits and reviews that are in process from the prior fiscal year;
2. Audits were included for the department’s whose risk scores increased this fiscal year;
and
3. Departments in Quadrant IV of the heat map were also reviewed based on the City’s risk
appetite and overall impact on City operations, audits were included to address areas of
potential concerns and/or high inherent risks
4. Audits that represent emerging risks or in departments/areas of risk in the City that have
never been formally reviewed.
In developing the audit plan, the hours included for each audit are an estimate. Quarterly, the
plan will be reassessed and adjusted to account for unanticipated requests and progress on
current audits. Occasionally, the City Manager will direct Internal Audit division to review an
emerging issue, these projects will be added to the proposed Audit Plan and the Audit Committee
will be briefed quarterly on the status of work completed to the Audit Plan and any adjustments
6

Page 60

March 2020

that need to be made to hours and anticipated completion dates. The proposed audit plan is
included in Appendix C.
Because the Risk Assessment is an iterative process, the audit universe is re-assessed and
updated as part of the risk assessment process and as audits are being completed.
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Appendix A: Risk Ranking of City Departments
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Appendix B: FY 2021/2022 Key Citywide Business Processes
1. BENEFITS ADMINISTRATION
Objective: To ensure that employee benefit programs are managed in accordance with laws,
regulations, and contract terms.
Potential Risks:
 Under/over payroll withholding and/or City incorrect contribution for benefits programs
are not discovered in a timely manner
 Self-insured plans are over/under funded
 Compliance and financial reports are not prepared accurately
 Benefits payments are made for services not received
 Plan provisions are not consistent with legal requirements
 Benefits paid to ineligible employees or dependents
 Outdated technology increasing risk and inefficiency
 Untimely managing and processing life event changes
 Non-compliant initial Consolidated Omnibus Budget Reconciliation Act (COBRA)
participant notification
 Payments to benefits’ providers may not be made in a timely manner, causing promised
benefits to be interrupted or cancelled
 Errors in qualified COBRA beneficiary tracking
Primary Auditable Area:
 Human Resources - Employee Benefits/Health Insurance
2. BUDGET
Objective: To ensure that a budget system is managed and maintained that facilitates allocation
and use of resources in line with the City Council’s priorities
Potential Risks:










Unapproved expenditures
Unmet critical needs
Budget assumptions and methodologies are not scrutinized
Appropriate budget monitoring is not performed (variance analysis etc.)
Baseline budget assumptions are not revisited periodically
Over/under budgeted expenditure/revenue
Adequate reserves may not be available or budget cushion may not be adequate in the
case that budget assumptions are significantly incorrect or unexpected events occur that
requires deviation from the budget plan
Complexity of the budget process, the budget itself and/or various areas of the budget
may overwhelm the controls and processes of City departments and finance function
9
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Budget may not consider all potential sources of revenue available to the City in any
given year

Primary Auditable Area:



Finance (Operating Budget)
Public Works (Capital Budget)

3. CASH MANAGEMENT/INVESTMENTS
Objective: To ensure that investments are identified, accounted for, invested, and reported in
accordance with the City needs and all applicable laws, regulations, and policies.
Potential Risks:










Optimum liquidity may not be maintained resulting in unmet cash need
Excessive risk of losing principle
Violation of state investment law
Risk not appropriately compensated for
Excessive investment expense
Execution of unauthorized transactions
Missed investment opportunities
Outdated investment policies resulting in loss of reasonable returns
Certain investments may be too complex to properly evaluate and may be subject to fraud
risks by investment managers or investment vehicles

Primary Auditable Area:



Finance - Treasury
Water & Power

4. EMPLOYEE MANAGEMENT
Objective: To facilitate employee recruitment, training, retention, compensation and ensure
compliance with employment related laws and regulations.
Potential Risks:
 Best qualified employees with required skillsets are not hired
 Vacant positions or promotions are not timely filled
 Safe working environment is not maintained resulting in potential liability to the City
 Employees are over or under compensated resulting in increased cost or recruitment
difficulty
 Labor and employment laws are not complied with
 Employees are not provided adequate training resulting in reduced productivity
 Grievances are not properly handled
10
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Employee data is not maintained confidentially
Job responsibilities may be overly complex, ill-defined, or may unnecessarily overlap
responsibilities in other positions

Primary Auditable Area:
 Human Resources - Recruitment & Classification, Safety and Training
 Police – Live Scan
5. GENERAL ACCOUNTING
Objective: To ensure that internal and external financial reporting requirements are timely met
and financial transactions are executed and recorded as authorized.
Potential Risks:
 All reportable transactions are not captured and reported timely
 Reporting standards are incorrectly interpreted and applied
 The system does not produce management reports that meet user needs
 Unauthorized transactions
 Fraud or embezzlement
 Erroneous reporting
 Comprehensive Annual Financial Report (CAFR) is not accurately and/or timely
compiled to meet reporting requirements
 Significant deficiencies and/or material weaknesses have an adverse impact on accuracy
and/or completeness of CAFR
 Tyler Munis (or parts of it) could be too complex and/or poorly designed, increasing the
probability of inaccurate and/or non-complete financial information
Primary Auditable Area:
 Finance
 Information Technology – Project FRED
6. GRANTS
Objective: To ensure that the City identifies, applies for and manages grants that help meet its
objectives. The grant life cycle, including cost/benefit analysis of grants being applied for and life
cycle costs including maintenance and replacement are considered prior to applying for grants.
The management review, approval, and oversight processes are effective.
Potential Risks:
 Grants that the City qualifies for and has a need for are not identified and applied for
 Unallowable or questioned costs
 Increased federal or state oversight
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Unable to demonstrate compliance with grant terms due to lack of policies, procedures
and/or systems
Grants accepted do not align with the City goals resulting in unanticipated results
Grants are accepted without assessing the recipient entity's ability to cost effectively
fulfill grant terms
Co-mingling of grant funds in financial accounts
Incorrect labor coding on grant funded projects
Inability to produce timely grant compliance reports
Grants are applied for that have unanticipated long-term life cycle costs
Lost revenue from failure to identify all eligible costs
Absence of performance reports on grant funded projects
Overhead rate proposed on grant applications are not supported
Inability to timely report accurate grant expenses to Grantee
Indirect costs may not accurately or fairly allocate between various grants and non-grant
departments
Grants reimbursements could potentially be withheld or required to be returned because
of poor management of grant billings and/or advance draws of grant funds
Inadequate understanding of federal grant compliance requirements (OMB A-133) could
negatively impact the City’s ability to obtain new grants and/or require return or
withholding of existing grant funding
Inadequate management of subrecipients compliance to grant requirements could
negatively impact the City’s ability to obtain new grants and/or require return or
withholding of existing grant funding

Primary Auditable Area:
 Finance
 Fire Department
 Housing and Career Services
 Human Services and Recreation
 Planning
 Police Department
 Public Health
 Public Works
 Transportation
7. INFORMATION TECHNOLOGY
Objective: To ensure that information technology (hardware and software) is acquired,
implemented and used to best meet the needs of the City; and information produced is guarded
against unauthorized access or use.
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Potential Risks:
 Non-compliance with Information Technology (IT) related Federal, State, and local laws
 Business goals are not met due to lack of communication between process owners and IT
service providers
 Outdated systems affecting productivity and increasing risk to business goals
 Privacy violations due to lack of or adherence to policies and procedures
 Risk to service continuity due to inadequate disaster recovery policies and procedures
 Waste and inefficiency due to lack of coordination between leveraging of existing and
acquisition of new and emerging technologies
 System and software change management controls are absent or work ineffectively
 System conversions are not managed effectively possibly increasing project budget,
increasing project schedule, and/or impacting user department’s ability to meet City
strategic objectives
 Timely changes of employee/vendor access to system does not occur
 Cybersecurity controls are not adequate to prevent unauthorized access or use of data
 Inadequate consideration or planning for estimated IT product or service life cycles,
could result in poor or nonexistent capital replacement plans
 Inadequate understanding of critical business processes dependency on IT systems could
negatively impact the City’s ability to complete its strategic objectives
Primary Auditable Area:
 Information Technology
 Water and Power
8. PAYROLL
Objective: To ensure that payroll transactions are processed accurately and timely in compliance
with relevant legal and regulatory requirements and timely and accurate information is provided
to support management decision making and grant reporting requirements.
Potential Risks:
 Fictitious employees in the system
 Recurring errors due to heavy reliance on computer systems
 Incorrect changes in employee status, pay rates, withholding etc.
 Employee contract terms not entered correctly in the system
 Payments made for time not worked
 Inaccurate labor reports that are used for grant reimbursement claims
 Errors in interpreting State and Federal withholding requirements
 All compensations subject to withholding and reporting are not captured
 Time and labor data is not reviewed and approved by supervisors
 Overtime payments are incorrectly calculated
13
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Taxpayer identification is not correct
Tyler Munis conversion impacts timely payment of payroll, inadequate controls and/or
incorrect calculation of payroll
Tax withholdings, voluntary employee withholdings and other payroll deductions are not
timely remitted to appropriate entities
Required tax compliance reporting is not timely and/or accurately prepared and issued

Primary Auditable Area:
 City departments’ timekeeping systems
 Finance
 Human Resources
 Information Technology
9. PROCURE TO PAY
Objective: To ensure that all necessary goods and services are used strategically to best meet the
City’s goals and objectives and associated risks are properly managed.
Potential Risks:
 Higher costs and substandard services due to ineffective competitive bidding process
 Service delivery is not in accordance with contract terms due to lack of oversight
 City is not adequately protected from non-performance or other contractor activities
 Key aspects of the contract are not in place – contract drafting, negotiations, and
approval, compliance monitoring and renewal process
 Increased exposure to liability due to inadequate vendor insurance
 Contested bid awards
 Overpayment or duplicate payment of vendor invoices
 Poorly managed knowledge transfer leading to loss of intellectual property
 Failure of the contract to meet needs resulting in scope creep, cost over-runs, and quality
failures, or failure to properly close out contracts
 Vendors are not paid in a timely manner resulting in increased cost and/or lost discount
opportunities
 City’s scope of work may not be accurate or complete
 Approved Change Order work duplicates work in original contract scope
 PCards and Petty Cash payments are used to circumvent Purchasing controls
 Vendor file may not be accurate and/or complete or may contain invalid (fictitious)
vendors
 Poor performance on contracted work because of inadequate screening of contractors and
vendors qualifications and abilities
 Large projects may not be monitored or inadequately monitored to verify quality work in
compliance with approved contract scope
14
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Failure to verify vendors and contractors are eligible to work on federal or state grant
funded work or are not in compliance of other laws and grant requirements could
negatively impact the City’s ability to obtain new grants and/or require return or
withholding of existing grant funding

Primary Auditable Area:
 Finance - Accounts Payable
 City Project Managers
 Finance - Purchasing
 PCard Holders
 Petty Cash Funds
10. REVENUE
Objective: To ensure that all charges and fees allowed by law are assessed and collected in a
timely manner.
Potential Risks:
 Missed opportunities for additional fees and charges
 All chargeable costs are not identified
 Unauthorized charges and fees are collected
 Collections are not recorded and reported correctly and timely
 Lower collection performance
 Adequate systems are not in place to facilitate the billing and collection function
 Adequate controls are not in place to reduce the risk of diverting collections
 Cash handling controls are ineffective to reduce potential theft
 Revenue may not be properly recorded and reported in accordance with government
accounting standards
 Restricted revenues may not be accounted for in the appropriate fund
 Lack of monitoring of receivables can result in “lapping” and other fraudulent schemes
Primary Auditable Area:
 Finance
 Human Services & Recreation
 Planning
 Transportation
 Water & Power
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FY 2021/2022 Proposed Projects
Title
1. Citywide Ethics AssessmentAudit Engagement2

Audit Objective
To assess how the City promotes ethics
and values, both internally and among
its external business partners according
to city policy, state law, and best
practices.
2. Audit of High Risk Inventory
To determine if high risk inventory
items such as controlled substances,
weapons, and valuable assets are
adequately managed in accordance with
City policy and best practices.
3. Audit of Film Permit & Special To assess internal controls and
Events Permit Process
efficiency and effectiveness of City
practices on the film permit process and
special events permit processes
4. Audit of Accounts Payable
Process

To evaluate the accounts payable
process to determine that vendors are
paid timely, duplicate invoices are not
paid. Review Special Handling Request
Forms to assess process, procedures and
actual practices.

Area

Proposed Resources
700

Citywide

Police
Fire
Public Health
Other departments - tbd

1,500

Economic Development
Planning & Community
Development
Parks, Recreation &
Community Services
Public Works
Finance and all other City
Departments

1,500

1,200

2

IPPF Audit Standard 2110 A1 requires us to evaluate the design, implementation, and effectiveness of the organization’s ethics-related objectives, programs,
and activities
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5. Audit of Recreation and
Community Centers
6. Audit of Management of
Minors & Vulnerable
Populations at City facilities
7. IT Risk Assessment

8. Follow up on Implementation
of High Risk Audit
Recommendations
9. Audit of Fleet Management
Practices

10. Payroll/VTI & Telestaff Audit

To review the operations of Recreation
and Community Centers to assess
internal controls and identify process
improvements.
To verify that current City practices and
policies are compliant with best
practices to ensure that minors and
other vulnerable populations are
adequately protected at City facilities.
To assess the information technology
(IT) related risks within the levels of
risk tolerance set by the City. IT risk
addresses the ability to deliver the IT
services that enable the City to perform
its operations.
Selectively follow up on department’s
implementation of high risk
recommendations to ensure the
underlying risk/issue has been
successfully implemented
Reviewing City policies and procedures
and internal controls related to vehicle
acquisition, reassignment, and disposal,
monitoring of fuel consumption, and
vehicle repair and maintenance.
Review the internal controls and
processes for the new payroll and
timekeeping systems.

17
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Parks, Recreation &
Community Services

1,200

Library & Information Services 1,500
Parks, Recreation &
Community Services
Police
Other departments - tbd
DoIT
Outsourced
Water & Power

Prior audit report
recommendations

TBD

Public Works
Water & Power

1,500

All City Departments

1,200

March 2020

Appendix C: FY 2021/2022 Proposed Internal Audit Plan
Consulting Activities
1. Fraud Hotline Monitoring,
Maintenance, and Marketing

2. Major System Implementation
Advisory Reviews

3. Other Ongoing Consultation
Activities

Continuous monitoring,
response/referral, and maintenance of
fraud allegations reported to the City’s
telephone hotline and online reporting
database. Additionally, begin to develop
materials to promote fraud hotline and
awareness.
Providing ad hoc internal control
reviews/discussions of ongoing system
implementation plans including Land
Management System/EnerGov, Library’s
Information System and Water and
Power Customer Information System
(CIS). Anticipate additional
implementation projects during the year.
Providing ad hoc advisory services for
management including internal control
reviews, process reviews, formal
training, and other value-added services.
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Citywide

Ongoing

Citywide

Ongoing

Citywide

As needed/based on
availability

March 2020

Page 73

Page 74

Page 75

Page 76

Page 77

Page 78

Page 79

Page 80

Page 81

Page 82

Page 83

Page 84

Financial Update – June 2020

Matthew Hawkesworth
Director of Finance
June 25, 2020
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General Fund Revenue Projections

Fiscal Year 2020 - General Fund

REVENUES
1 Property Taxes

$

2 Sales Tax
3 Utility User Tax
4 Transient Occupancy Tax
5 Franchise Taxes
6 Other Taxes
Total Taxes
7 Licenses & Permits

$
$

8 Intergovernmental Revenues
9 Charges for Services
10 Fines & Forfeitures
11 Investment/Interest Earnings
12 Rental Income
13 Miscellaneous
14 Transfers in from Other Funds
TOTAL REVENUES

$

Budget
88,495,000
55,812,000
27,545,500
18,331,500
2,754,000
17,300,000
210,238,000

Projection Prior to
Actuals through Actuals Variance
Safer at Home
May 31, 2020
from Projection
Projected Losses Current Projection
$
88,495,000 $
$
88,495,000 $ 79,987,593 $
(8,507,407)
61,532,429
(8,847,450)
52,684,979
43,242,695
(9,442,284)
26,045,500
(500,000)
25,545,500
22,938,608
(2,606,892)
18,331,500
(5,813,230)
12,518,270
12,602,644
84,374
2,754,000
2,754,000
2,289,736
(464,264)
17,300,000
(500,000)
16,800,000
15,954,017
(845,983)
$
214,458,429 $
(15,660,680) $
198,797,749 $ 177,015,293 $
(21,782,456)

4,553,027 $
3,695,290
27,934,648
7,174,500
1,028,875
758,531
1,578,994
19,757,388
276,719,253 $

4,553,027 $
3,695,290
27,934,648
7,174,500
1,028,875
708,531
1,578,994
19,757,388
280,889,682 $
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(600,000) $
(1,140,410)
(800,000)
(325,000)
(100,000)
(18,626,090) $

3,953,027 $
3,955,430 $
3,695,290
2,301,918
26,794,238
25,027,829
6,374,500
6,292,015
1,028,875
1,750,773
383,531
417,121
1,478,994
1,480,849
19,757,388
19,595,219
262,263,592 $ 237,836,447 $

2,403
(1,393,372)
(1,766,409)
(82,485)
721,898
33,590
1,855
(162,169)
(24,427,145)

General Fund Projection
General Fund Five-Year Forecast

Beginning Amount Available for Appropriations

FY 2020

FY 2021

FY 2022

FY 2023

FY 2024

FY 2025

Projected

Budget

Forecast

Forecast

Forecast

Forecast

19,136,361

2,311,923

2,775,350

2,443,644

588,767

(2,000,446)

198,797,749

204,566,168

212,079,817

218,552,492

225,511,368

232,846,528

Other Revenues

42,958,455

45,835,945

46,967,239

48,127,657

49,317,965

50,538,948

Contributions/Svs. From Other Funds

20,607,388

19,640,438

20,490,438

20,490,438

20,490,438

20,490,438

262,363,592

270,042,551

279,537,494

287,170,587

295,319,771

303,875,914

163,636,026

174,809,813

182,057,379

188,750,079

195,340,932

197,924,852

Revenues
Tax Revenues

Total Revenues
Expenses
Personnel
Debt Service

10,744,034

10,475,309

11,352,470

11,588,198

11,588,529

12,322,553

Contributions To Other Funds

32,964,673

13,301,473

14,067,502

14,348,853

14,635,830

14,928,546

Other Expenses

71,843,296

70,992,529

72,391,849

74,338,333

76,343,693

78,409,905

Total Expenses

279,188,029

269,579,124

279,869,200

289,025,463

297,908,984

303,585,856

Operating Income/(Loss)

(16,824,437)

Ending Amount Available for Appropriations
Reserve for Capital

463,427

(331,706)

(1,854,876)

2,311,923

2,775,350

2,443,644

588,768

-

-

-

-

(2,589,213)
(2,000,445)
-

290,058
(1,710,387)
-

Contribution to Policy Reserve
Net Income/(Loss) with Reserve Contribution

(16,824,437)

463,427
Page 87

(331,706)

(1,854,876)

(2,589,213)

290,058

General Fund Expenditure Projection

• Personnel
> Reduced use of leave time since March 2020
 Elective Leave (Vacation & MTO) use dropped by 2/3 in Apr. & May
> Projected expenditures are $7.0 million less than Budget

• Services, Supplies and Internal Service Charges
> Trending under budget by $2-3 million
 Reduction of outside contractor work
 Reduction of program expenditures

• Other Savings
> Sale of Concord returned $3.478 million to the General Fund
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COVID-19 Financial Impacts

• Total costs incurred & commitments are $12.66
million
• Personnel – Direct Costs
> $2.354 million through June 7, 2020
 $1.17 million in CARES Act Leave

• Materials & Supplies
> Primary expense is PPE
> $652,000 through June 8, 2020
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COVID-19 Financial Impacts – Operating Companies

• Rose Bowl Operating Company
> $776,000 in total support
 FEMA Trailers & Pavilion housing
 Testing site
 PUSD Weekend Lunches

• Pasadena Center Operating Company
> $1.2 million for facility use, equipment and in-kind for
temporary medical center.
> PUSD Weekend Lunches – about $200k
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COVID-19 Financial Impacts – Food Security

Total costs incurred & commitments are $1.12 million
• PUSD Weekend Lunches - $395,000
• Great Plates Program - $562,000
• Food Banks & Senior Meals - $158,000
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COVID-19 Financial Impacts – Federal Funding

• Housing - $1.95 million
> Primarily CDBG and Emergency Shelter Grants (ESG)
> Second round of CDBG funding coming

• Public Health & Safety - $192k
• Workforce Assistance - $2.0 million
• State Budget likely to include pass-through of
CARES Act funding - $1.4 to $1.7 million
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Meeting Minutes
SPECIAL FINANCE COMMITTEE
Thursday, June 11, 2020 ▪ 2:00 p.m.
Council Chambers Room S249, Pasadena City Hall
A.

CALL TO ORDER: The special meeting of the Finance Committee was called to order at
2:06 p.m. with Mayor Tornek and Councilmembers Gordo, McAustin and Kennedy comprising
the quorum.
Attendees:
Councilmembers
Mayor Tornek, Chair
Victor Gordo (Arrived at 2:10 p.m.)
John Kennedy
Margaret McAustin

Staff
Steve Mermell
Julie Gutierrez
Michele Bagneris
Matthew Hawkesworth
Tim Park
Theresa Fuentes
Arlene Gallardo

Guests
Doug Kranwinkle
Richard Shammel
Mo Salama
George Cunningham
Jens Weiden
Darryl Dunn
Phil Hawkey
Robert Lowe

RBOC
RBOC
RBOC
RBOC
RBOC
RBOC
RBOC
Alliant

Recording Secretary: Gloria Acevedo

B.

NEW BUSINESS
1.

ROSE BOWL OPERATING COMPANY (RBOC) FINANCIAL REVIEW
a. Presentation by RBOC Regarding Overhead Costs
Darryl Dunn, General Manager, opened the presentation with a Power Point labeled
“Rose Bowl Operating Company,” he reminded the Committee that the Rose Bowl
Operating Company (RBOC) up to FY 2021 had remained financially self-sufficient.
Remarks were made by Phil Hawkey, RBOC Board Member regarding the early
beginnings of the Rose Bowl Operating Company Richard Shammel, Treasurer,
continued the presentation by giving a recap of the three scenarios the RBOC was
contemplating and later announced that although, not final, there will be UCLA
football in the fall. He continued to give an overview of the RBOC’s operating
expenses and provided details on proposed expense reductions related to the
previously discussed third scenario where no major events were held, where fulltime employees are reduced from 35 to 26, therefore reducing the payroll expense
by $1.2 million compared to the FY 2020 budget, and implementing a 10% pay
reduction for all non-hourly staff. The results would bring down the overall monthly
operating expenses to $533,000.
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Mayor Tornek inquired about the drop in employees from 35 to 26. Mr. Dunn
explained that five employees have been identified to take the early retirement and
should there be no events in FY 2021 then there would be an additional four more
positions reduced. Mayor Tornek, asked when UCLA may have an answer in regards
to the return of the football season. Mr. Dunn responded UCLA had committed to
making their announcement within 30 days.
Mayor Tornek, inquired on the availability of an organizational chart and wondered
what part of the operation will be impacted by the proposed reductions.
Councilmember Kennedy echoed Mayor Tornek’s inquiry and added it would be
helpful to have the organizational chart with job descriptions readily available to
provide to the public and to know in what areas are employees cross-trained. Mr.
Kranwinkle, President, responded, that in some areas staff is cross trained and that
the organizational chart will become available after the current modification to
reflect the reduction in staffing by those taking the early retirement package.
b. Rose Bowl Operating Company Related Debt Service Payments
Steve Mermell, City Manager, started the discussion by indicating the City is aware
the RBOC will likely not be able to pay debt service payment in FY 2021. Therefore,
Staff recommended that the Finance Committee provide direction regarding the
appropriation of funds for Fiscal Year (FY) 2021 to fund $11.5 million of Rose Bowl
Operating Company (RBOC) related debt service payments. Funding would come
from the $3.3 million (available from the refunded Pension Obligation Bonds for the
Fire and Police Retirement System), which is already included in the FY 2021
Operating Budget and the remaining $8.2 million from the General Fund’s 5%
Operating Reserve.
Mayor Tornek inquired on whether the $11.5 million would cover the total FY 2021
debt service for RBOC. Mr. Mermell responded it would and that Council could
appropriate a lower amount and transfer funds back to the City if the funds were
not needed. Mayor Tornek requested clarification on whether future Legacy funds
would cover future Capital Improvement projects. Mr. Schammel, responded they
would.
Councilmember McAustin asked for clarification of the RBOC’s total debt service.
Matthew Hawkesworth, Director of Finance, responded the total debt service is
$14.5 million, however the RBOC receives $3 million in subsidies from the IRS and
interest earnings in escrow funds. He also explained, the Rose Bowl will most likely
need additional operating capital to front the cash needed to put on large events,
which is considered a short-term loan for of a 30, 60, or 90 day period and not an
expense to anyone. Councilmember McAustin also inquired about where the
authority to make the transfer would come from, she indicated the Finance
Committee and the Council should be made aware of these short-term transactions.
Mr. Hawkesworth responded he would work with Vic Erganian, the City Treasurer,
to develop the terms as how it would work, such as the Finance Committee could
set a limit of say $3-5 million, and commit to providing monthly updates.
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The Finance Committee approved forwarding this report to the full City Council.
2.

AUTHORIZATION AND APPROVAL TO RENEW CITY OF PASADENA INSURANCE
PROGRAM FOR FISCAL YEAR 2021
Michele Bagneris, City Attorney/City Prosecutor, introduced the agenda item and Arlene
Gallardo, Risk & Insurance Administrator, gave an overview of the Fiscal Year 2021
premiums, which have an increased from $3.1 million to$ 4.7 million an overall increase
of 50% over last year. Public entities in California have experienced significant losses due
to COVID-19 and civil unrest. Additional factors contributing to the increase are
hardened markets, social inflation, large entity vehicle settlements, City exposure, and
change in total insured vehicles. In a hardened market, insureds are faced with higher
premiums, cuts in capacity, and limited coverage terms. City exposures include the need
to report liability cases reserved above 50% of the City’s self-insured retention, cases
were identified, and some properties had questionable values since they had not been
appraised in some time given the previous broker offered limited property appraisal
services. Moving forward, properties with a value of $5 million or more will be appraised
every five-years; lastly, newly added vehicles were added that were previously not listed
resulting in a substantial premium increase.
Councilmember McAustin requested an explanation on the 81% increase for the Power
Plant. Mr. Robert Lowe, Vice President with Alliant Insurances Services, responded it
was due to severe reduction in capacity in the overall Power Market and the lack of
battery testing, insurance carriers view the lack of testing as an increased possibility of a
loss occurring. Therefore the rates are charged based on what the exposure rate is at
that time. Councilmember McAustin also inquired about how much of the increase in
the premium was due to the failure to test. Mr. Lowe indicated it is 50% due to
reduction in capacity and 50% to the risk profile. He also indicated the previous
insurance carrier did not ask for this data and that PWP is aware now, and agreed that
moving forward the department will conduct the testing on an annual basis.
Councilmember McAustin requested staff provide information to the Municipal Service
Committee on testing protocols of what should have been done and will be done
moving forward.
Councilmember Gordo found the lack of testing troubling and requested the discussion
with MSC to be shared with the Council. He also inquired if there was a breakdown of
claims by class and department so that any trends could be addressed. Ms. Bagneris
committed to providing the information to the Council. Ms. Gallardo indicated, that a
request for proposal was issued for a new Risk Management System to better track data
in real time and is in the final review phase slated for completion at the end of the
month.
The Finance Committee approved forwarding this report to the full City Council.

3.

FY 2021 RECOMMENDED OPERATING BUDGET DISCUSSION
Matthew Hawkesworth, Director of Finance, provided a memo with a table that
provided sales tax data comparison by industry group between FY 2019 actuals
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thorough the FY 2022 forecast. He also discussed the addition of three additional items
to the FY 2021 Operating Budget: the appropriation of $500,000 to fund youth support
and training opportunities, the recognition and appropriation of $3,372,793 of the ESGCares funding given towards the homeless and at risk, the Housing Department is
requesting funding go to add a limited term 1.0 FTE Program Coordination and lastly to
recognize and appropriate $208,919 in grant funds to continue the Black Infant Health
Program, which will maintain a grant funded limited term 1.0 FTE Program Coordinator
and a 1.0 FTE Community Service Representative.

PUBLIC COMMENT – Recording Secretary Gloria Acevedo read aloud comments related
to the Recommended Operating Budget, including advocating for youth support,
training opportunities, and increase funding of the Rose Summer Program.
Jazmine, Pasadena Resident
Jazmin Jimenez, Pasadena resident
Gabriella Villegas, Pasadena resident
Giovani Cervantes Robles, Pasadena resident
Jennifer Jimenez, Pasadena resident
Councilmember McAustin inquired whether there would be some sort of report on how
the $500,000 allocated to youth programs would be spent. Councilmember Kenney
concurred with Councilmember McAustin and also requested that a condition be set
that before the end of their tenure participants provide an exposition of the benefit of
being in the program and it be shared with the Council. Councilmember Gordo agreed
with Councilmembers McAustin and Kennedy and added that an outline should be
presented on how the money is planning to be spent, reminded the committee that
nonprofits do not charge overhead, and recommended staff reach out to the
organization Partnership for Youth and Families for partnership opportunities.
Mayor Tornek acknowledge the FY 2021 Operating budget would need to be modified
as conditions evolved, look at how to allocate resources in areas where the City was not
willing or able to engage into that would need to come out of the Police Department
Budget, and that people need to be aware that their suggestions are not being ignored
instead the Council is trying to figure them out.
Councilmember McAustin shared that at a recent Arroyo Verdugo JPA meeting, it was
announced that the Measure M fund had suffered tremendous losses that will affect
many City Capital Improvement Projects and that moving forward the Council had to be
careful on how funds are spent. Councilmember Gordo agreed that utilization of existing
resources was important, that investing in youth and families and the networks that
support them were equally important, and should be done so on an ongoing basis. Mr.
Gordo also requested staff provide a dashboard to assist tracking the assumptions being
made related to the budget on a real-time basis.
The Finance Committee approved forwarding this report to the full City Council.
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4.

JOINT ACTION: FISCAL YEAR 2020-2021 INVESTMENT POLICY AND INVESTMENT
STRATEGY
Matthew Hawkesworth, Director of Finance, provided a high level overview and pointed
out there are no new amendments to the investment policy other than the previously
approved ability for the City to purchase its own variable demand bonds.
The Finance Committee approved forwarding this report to the full City Council.

C.

INFORMATION ONLY
5.

QUARTERLY INVESTMENT REPORT – QUARTER ENDING MARCH 31, 2020
Matthew Hawkesworth, Director of Finance, provided a PowerPoint summarizing the
agenda item. He highlighted the Boeing investment was downgraded to a Baa2 rating,
but was still safe to keep until its maturity in four-months. He also indicated Treasurer,
Vic Erganian would continue to manage liquidity for the City, that all available callable
bonds were called, pointed out that the opportunity to gain significantly in the portfolio
is limited, and that the ability to earn 2% is dwindling.
The Committee acknowledged and filed the report.

6.

PREPAYMENT OF UNFUNDED ACCRUED LIABILITY FISCAL FOR YEAR 2021
Mathew Hawkesworth, Director of Finance, presented the agenda item and
recommended the Finance Committee move forward with the prepayment of the Fiscal
Year 2021 Unfunded Accrued Liability. The prepayment will provide a savings to the City
of approximately $1.4 Million.
Mayor Tornek inquired about the ability to pay more and if there is a benefit to doing
so. Mr. Hawkesworth indicated that due to market volatility it was not recommend.
Councilmember Gordo agreed with Mr. Hawkeswoth’s recommendation.
The Committee acknowledged and filed the report.

D.

Approval of Minutes


May 28, 2020 Special Finance/Audit Meeting

The minutes were approved as submitted.
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E.

ADJOURN
With no further business to come before the committee, the meeting adjourned at 4:42 p.m.

_________________________________
Mayor Tornek
Date
Chair, Finance Committee

_________________________________
Gloria Acevedo,
Date
Recording Secretary

ATTEST:
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