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INTRODUCTIONS

• Debbie Harper, CPA
• Engagement Partner
• 15 years with LSL CPAs
• LSL has served local governments since 1929
• Full-service firm (tax, attestation, consulting)
• Specialize in City Governments across California
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FY 2016 Audit Communication
• Opinion Letter

– Our Opinion based on our scope
– Auditor and Management responsibilities

• Report on Internal Control and Other Matters
– Identifies any internal control deficiencies or compliance findings that we 

have become aware of during the course of our audit procedures

• Audit Communication Letter (SAS 114 – conclusion)
– Summarized our interaction with management
– Significant accounting estimated used in the financial statements
– Changes in accounting principles or practices
– New pronouncements implemented this year and what’s to come
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Opinion Letter

• Unmodified Opinion
– Based on our audit of significant transactions, our understanding of the 

City’s policies and procedures, and our testwork results, we have issued 
an Opinion that the financials statements are free of material 
misstatements at June 30, 2016.
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Report on Internal Control over Financial Reporting 
and on Compliance and Other Matters

• Considerations of the City’s Internal Controls over 
Financial Reporting specific to giving an opinion of the 
Financial Statements

• During our course of audit procedures weaknesses may 
come to our attention and communicated to 
Management and to you in this letter.
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Significant Deficiency
• A deficiency in internal control exists when the design or 

operation of a control does not allow management or 
employees, in a normal course of performing their 
assigned function, to prevent, or detect and correct 
misstatements in a timely manner

• Our deficiency was noted in the significant transaction 
class of Capital Assets

• Completed projects of capital assets were not capitalized 
in a timely manner causing an adjustment in the current 
year to the financial statements
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Management’s Response and Action
• Construction in Progress (CIP) assets in the amount of 

$5.2M was identified as completed projects in prior years 
and were not capitalized, resulted in $2.6M restatement to 
the beginning net position due to unrecorded depreciation

• Management’s action and changes taking place include: 
1) Obtain information during the budget process to identify CIPs that will no 

longer be receiving future funding
2) Enhance communication with departments citywide regarding Fixed 

Assets Reports filing with the Finance Division
3) Expand the financial system’s capacity to better track project progress
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Audit Communication Letter (SAS 114 – conclusion)

• Significant Audit Findings
– Accounting Practices

• Significant and Appropriate Estimates: OPEB and Pension Liabilities
– No Difficulties Encountered in Performing the Audit
– No Corrected and Uncorrected Misstatements found by the auditors

• Capital Asset entry was identified and corrected by Finance Division 
prior to audit

– No Disagreements with Management to disclose
– Management Representation includes a letter to the auditors regarding 

their acceptance of responsibilities and disclosures of no known errors 
or fraudulent activities to communicate to auditors
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• CURRENT YEAR - New Accounting Pronouncements 
included in the 2016 Financial Statements
– Fair Value Measurement and Application (footnote disclosure changes 

only) – GASB 72

• FUTURE YEAR – New Accounting Pronouncements
– OPEB Liability and Plan Funding Reporting – GASB 74 & 75
– Tax Abatement Disclosures – GASB 77

• FUTURE YEAR  - New Auditing Standards
– Integrated Opinions on Effectiveness of Internal Controls over Financial 

Reporting available for financial audits – SAS 130

Audit Communication Letter (SAS 114 – conclusion)



FINANCIAL ANALYSIS
FY 2014-2015 TO FY 2015-2016
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Net Position City-wide 
Governmental and Business-type Activities
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Net Position Use –
Governmental Activities Only

587,861,831 

894,651,000 

82,583,587 

201,314,048 

298,401,721 

691,627,257 

343,503,947 

642,786,442 

848,135,743 

484,398,241 

838,484,374 

691,177,418 

236,554,708 

723,399,215 

1,126,220,000 

357,760,150 

182,925,420 

90,173,729 

(447,817,000)

(88,028,802)

(124,495,479)

(93,132,227)

(13,247,617)

(128,431,724)

(83,856,717)

33,342,552 

(19,592,866)

(71,964,548)

(115,036,341)

(223,393,489)

119,693,433 

(406,388,000)

(384,440,896)

(54,942,162)

-60% -40% -20% 0% 20% 40% 60% 80% 100%

City of Corona

City of Anaheim

City of Daly City

City of Escondido

City of Fairfield

City of Fontana

City of Fullerton

City of Garden Grove

City of Moreno Valley

City of Murrieta

City of Ontario

City of Orange

City of Pomona

City of Rancho Cucamonga

City of Riverside

City of San Bernardino

City of Rialto
Gov't Activities Net Position Use

Total Net Investment in Capital Assets: Total Restricted Assets: Total Unrestricted:

Data source: Published CAFRs 2015



www.lslcpas.com

Corona 2015 vs 2016
Governmental Activities only
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Net Position Use –
Business-type Activities Only
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Corona 2015 vs 2016
Business-type Activities only
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Pension Obligations
Funded percentage
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Pension Obligation
Total Pension Liability
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OPEB Obligation
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Average Unfunded percentage of 84%
Corona is at 79% unfunded OPEB liability

Average unfunded amount of $94,154,633
Corona’s unfunded portion is $100,737,132
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Total Long-term Debt
Citywide Analysis
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Short-term payments to revenues
Governmental vs Business-type
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Fiscal Health of General Fund
Liquidity Analysis
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Liquidity Ratio
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Future cost increases provided by 
CalPERS
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Additional Procedures Performed
Fiscal Year 2015-2016

• Purchasing, Procurement, and Cash Disbursements
– Results provided for City, excluding DWP was provided on 

March 10, 2016
– DWP results were provided on March 1, 2016

• Inventory Review
– Results for the policies and procedures which recommendations were 

provided on January 26, 2016
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Additional Procedures Selected
Fiscal Year 2016-2017

• Fire Department
– EMS Billing and write-off/adjustment procedures and processes

– Control Procedures for timekeeping in Telestaff transition to 
OneSolution’s payroll system – including record review, approval 
and adjustments

– Fire prevention inspection permitting process annually or bi-
weekly) – control procedures including cash handling and permit 
issuance
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Additional Procedures Selected
Fiscal Year 2016-2017

• Police Department
– Animal Control cashiering / transaction processing (off-site)

– AB109 / PACT Reimbursements (new to City)

– COPS Hiring Grant

– Evidence Cash / Safe Holding processing and reporting

– DUI Billings and write-offs 

– Timekeeping system – Review the integrity of the payroll process to 
ensure accuracy, and identify redundancy in order to streamline.
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