Agenda
City of Beaumont Finance and Audit Committee
Meeting

Regular Session 6:00 PM

- —
BEAU MONT 550 E 6th Street, Beaumont, Ca

—CALIFORNIA— Monday, March 4, 2019

Materials related to an item on this agenda submitted to the Finance and Audit Committee after distribution
of the agenda packets are available for public inspection in the City Clerk’s office at 550 E. 6th Street during
normal business hours

Any Person with a disability who requires accommodations in order to participate in this meeting should
telephone the City Clerk’s office at 951 769 8520, at least 48 hours prior to the meeting in order to make a
request for a disability related modification or accommodation.

Page
REGULAR MEETING

CALL TO ORDER

Committee Members: Mayor Martinez, Council Member Carroll, Treasurer Baron Ginnetti, Chair Steve Cooley,
Vice Chair Stephen Martino, Member Richard Bennecke, Member Ana Olvera, Member Billiath Bengesa, and
Alternate Members Andrew Forster and Thomas LeMasters

Action on any requests for excused absence:
Pledge of Allegiance:

Approval/Adjustments to Agenda:

Conflict of Interest Disclosure:

PUBLIC COMMENT PERIOD (ITEMS NOT ON THE AGENDA):

Any one person may address the Committee on any matter not on this agenda. If you wish to speak, please fill
out a “Public Comment Form” provided at the back table and give it to the Committee Chair or Secretary.
There is a three (3) minute limit on public comments. There will be no sharing or passing of time to another
person. State Law prohibits the Committee from discussing or taking actions brought up by your comments.

ACTION ITEMS/PUBLIC HEARINGS/REQUESTS

1. Adoption of Minutes 3-6
Approval of minutes dated February 4, 2019

FAC Minutes 02.04.19

2. January 2019 Financial Reports 7-14
Review and approve for presentation to City Council on March 19,
20109.
Item 2
3. Overhead Cost Allocation Plan for FY18-19 15-18

Discuss content of the Overhead Cost Allocation Plan.
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Accept Overhead Cost Allocation Plan for FY18-19

Item 3
4. Fraud Program and Policy 19-46
Review and recommend any changes to the documents.
Item 4
5. Business License Reconciliation Control 47 - 48
Receive and file.
ltem 5
6. Internal Control Checklist 49 - 50
Receive and file.
Iltem 6
7. CFD Overview 51-73

Receive and file.
ltem 7

8. Future Agenda ltems

9. Finance Director's Comments

10. Meeting Review - Treasurer's Monthly Finance and Audit Committee Report to
Council

Adjournment of the Finance and Audit Committee of the March 4, 2019 Meeting at p.m.

The next regular meeting of the Finance and Audit Committee Meeting is scheduled for Monday, April 1, 2019
at 6:00 p.m.

Beaumont City Hall — Online www.BeaumontCa.gov
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MINUTES
Finance and Audit Committee Meeting
Monday, February 4, 2019
Council Chambers
550 E 6th St. Beaumont, Ca
Regular Session: 6:00 PM

REGULAR MEETING

CALL TO ORDER at 6:03 p.m.

Present Committee Members: Mayor Martinez, Council Member Carroll, Treasurer Baron Ginnetti,
Chair Steve Cooley, Member Stephen Martino, Member Ana Olvera, Member Billiath Bengesa,
Alternate Member Andrew Forster and Alternate Member Thomas LeMasters

Absent: Member Richard Bennecke

Action on any requests for excused absence: None
Pledge of Allegiance

Approval/Adjustments to Agenda: None

Conflict of Interest Disclosure: None

PUBLIC COMMENT PERIOD (ITEMS NOT ON THE AGENDA):

Any one person may address the Committee on any matter not on this agenda. If you wish to speak, please fill
out a “Public Comment Form” provided at the back table and give it to the Committee Chair or Secretary.
There is a three (3) minute limit on public comments. There will be no sharing or passing of time to another
person. State Law prohibits the Committee from discussing or taking actions brought up by your comments.

No speakers

ACTION ITEMS/PUBLIC HEARINGS/REQUESTS
1. Reorganization of Committee

Motion by Council Member Carroll
Second by Council Member Martinez
_v'_Member Bengesa

_v_ Member Olvera

_v_Member Martino

_absent_ Member Bennecke
_v_Member Cooley

_v'_ Council Member Carroll

_v_ Council Member Martinez

To appoint Steven Cooley as Chair and Stephen Martino as Vice Chair
Approved by a 6 -0 vote
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Adoption of Minutes

Motion by Vice Chair Martino
Second by Member Olvera
_v_ Member Bengesa
_v'_Member Olvera
_v_Member Martino
_absent_ Member Bennecke
_v_ Member Cooley

_abstain_ Council Member Carroll

_v'_ Council Member Martinez

To approve minutes dated January 7, 2019

Approved by a 5 - 0 vote

Internal Control Checklist

Motion by Council Member Carroll

Second by Vice Chair Martino
_v'_Member Bengesa

_¥_ Member Olvera
_v'_Member Martino
_absent_ Member Bennecke
_v'_ Member Cooley

_v_ Council Member Carroll
_v'_ Council Member Martinez
To receive and file.

Approved by a 6 - 0 vote

Monthly Pass/Sticker Reconciliation to Cash Receipts

Motion by Vice Chair Martino
Second by Member Bengesa
_v_Member Bengesa

_v_ Member Olvera

_v'_ Member Martino
_absent_ Member Bennecke
_v_Member Cooley

_v_ Council Member Carroll
_v'_ Council Member Martinez
To receive and file.
Approved by a 6 - 0 vote

After Hours Cash Receipts
Motion by Member Olvera

Finance and Audit Committee
February 4, 2019
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Finance and Audit Committee
February 4, 2019

Second by Vice Chair Martino
_v'_Member Bengesa

_v_ Member Olvera
_v'_Member Martino
_absent_ Member Bennecke
_v'_Member Cooley

_v_ Council Member Carroll
_v _ Council Member Martinez
To receive and file.

Approved by a 6 - 0 vote

6. November 2018 and December 2018 Financial Reports

Motion by Council Member Carroll
Second by Vice Chair Martino
_¥_Member Bengesa
_v_Member Olvera

_v_Member Martino

_absent_ Member Bennecke
_v_Member Cooley

_v_ Council Member Carroll

_v¥'_ Council Member Martinez

To approve for presentation to City Council on February 19, 2019
Approved by a 6 - 0 vote

7. Future Agenda ltems
e Duties of the Committee
e Audit and Internal Control Letter
e CFD Accounting Summary

8. Finance Director's Comments
Finance Director gave a status of the current audit.

9. Meeting Review - Treasurer's Monthly Finance and Audit Committee Report to Council
ADJOURNMENT
Adjournment of the Finance and Audit Committee of the February 4, 2019 Meeting at 7:13
p.m.
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Finance and Audit Committee
February 4, 2019

The next regular meeting of the Finance and Audit Committee Meeting is scheduled for Monday,
March 4, 2019 at 6:00 p.m.

Beaumont City Hall - Online www.BeaumontCa.gov
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Agenda Item No. Z

Staff Report
TO: Finance and Audit Committee Members
FROM: Melana Taylor, Director of Finance

DATE: March 4, 2019

SUBJECT: January 2019 Financial Reports

Background and Analysis:

The January 2019 Monthly Financial Reports are attached for review, as follows:
1. General Fund (summary level) — Actual versus Budget, current month and year

to date
2. General Fund (summary level) — current versus Prior Year, current month and

year to date
3. Waste Water Fund (summary level) — Actual versus Budget, current month and

year to date
4, Waste Water Fund (summary level) - Current versus Prior Year, current month

and year to date
5. Treasurer’s Report - Cash Account Reconciled Balance allocations by Fund

Variances Noted:

Report 2 | Revenues | Category 40 - Taxes Taxes remitted in Jan 2018, correspond to
remittance in Feb 2019

Remittance 1/22/18 Total $13,549,202.57 Property Tax $792,705.49

Remittance 2/1/19 Total $13,551,639.68 Property Tax $842,757.31

Increase $ 50,051.82 6.3%

Report4 | Revenues | Category 56 - | Billing of utility services for FY18 were
Proprietary Revenues | coded to the incorrect periods making the
year to date to FY19 not comparative

Analysis is attached
o

Finance Director Review: N E} 4/\
\ N
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Recommendation:

1. Review and approve for presentation to City Council on March 19, 2019
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Agenda Item No. Z)

Staff Report
TO: Finance and Audit Committee Members
FROM: Melana Taylor, Director of Finance

DATE: March 4, 2019

SUBJECT: Overhead Cost Allocation Plan for FY18-19

Background and Analysis:

The fiscal year 2017 audit included an evaluation of the related internal controls within the
City. Finding #2017-010 indicates that the current allocation methods used for
administrative costs may not be reasonable and appropriate based on current
circumstances and that the City is not allocating any indirect costs to federal or state
grants. The auditors have recommended a full cost allocation study of administrative costs
with clearly defined and documented methodology.

A complete cost study was included in a contract awarded to MGT Consulting Group on
April 16, 2016. The complete cost study was presented to City Council and the final report
was received in March 2017. The Government Finance Officers Association (GFOA) also
provides a best practice guide for indirect cost allocations. Because of the varied reasons
for which indirect cost allocations are performed, a one-size-fits-all approach is typically
not possible. The City of Beaumont does not allocate indirect costs to projects or grants, so
the 2017 indirect cost study does not reflect of the use of time on a functional basis.
Additionally, the overhead cost allocation was based on an administrative organization that
was in a state of change, and therefore no longer applies to the current administrative
support services structure.

Per the GFOA guidance, an indirect cost allocation can be performed by the government’s
own staff using a team approach. The cost allocation plan should be applicable for a
maximum of three years, but due to the changes in the government’s administration and
the structural changes within the City, staff recommends this plan be reviewed and
updated on an annual basis.

The internally developed allocation plan has been created by the finance department with
input from other directors and the City Manager to capture a percentage of time and cost
allocated to the appropriate functions within the City.

Finance Director Revievw:/\lﬂc;,\(
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Recommendation:

1. Discuss content of the Overhead Cost Allocation Plan.
2. Accept Overhead Cost Allocation Plan for FY18-19.
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CITY OF BEAUMONT

Allocation by Functional Expense

For FY19

General Govt
Personnel
c™M
Asst CM
Finance Dir
Admin Dir

Admin Department
Finance Department
HR/Risk Department

IT Department
Others

Operational {avg personnel}

Capital
Comm Development
Personnel
Operational
Capital
Comm Services
Personnel
Director (60%)
Others
Qperational
Capital
Public Safety
Personnel
Operational
Capital
Public Works
Personnel
Director
Others
Operational
Capital
Streets
Personnel
Operational
Capital
Facilities
Personnel
Operational
Capital
Grounds
Personnel
Operational
Capital
Sewer
Personnel
Manager
Others
Operational,
Capital
Transit
Personnel
Director (40%)
Others
Operational
Capital

Dept

Various

1350

Various

Various

3100

3250

6050

General | Restricted Grants CFD Sewer Transit TOTAL
25.0% 35.0% 35.0% 5.0% 100.0%
20.0% 10.0% 65.0% 5.0% 100.0%
38.0% 35.0% 25.0% 2.0% 100.0%
80.0% 2.0% 15.0% 3.0% 100.0%
90.0% 5.0% 5.0% 100.0%
65.0% 10.0% 15.0% 10.0% 100.0%
85.0% 5.0% 10.0% 100.0%
90.0% 5.0% 5.0% 100.0%
80.0% 10.0% 5.0% 5.0% 100.0%
63.7% 11.3% 19.4% 5.6% 100.0%

100.0% 100.0%
95.0% 5.0% 100.0%
100.0% 100.0%
100.0% 100.0%
35.0% 65.0% 100.0%
100.0% 100.0%
90.0% 10.0% 100.0%
100.0% 100.0%
100.0% Direct Costs Direct Costs 100.0%
100.0% Direct Costs Direct Costs 100.0%
100.0% Direct Costs Direct Costs 100.0%
50.0% Direct Costs 50.0%
75.0% Direct Costs 25.0% 100.0%
100.0% Direct Costs Direct Costs 100.0%
100.0% Direct Costs  Direct Costs 100.0%
5.0% 95.0% Direct Costs 100.0%
5.0% 95.0% Direct Costs 100.0%
5.0% 95.0% Direct Costs 100.0%
95.0% 5.0% 100.0%
95.0% 5.0% 100.0%
95.0% 5.0% 100.0%
20.0% 80.0% 100.0%
20.0% 80.0% 100.0%
20.0% 80.0% 100.0%
100.0% 100.0%

100.0% 100.0%

100.0% 100.0%

100.0% 100.0%

100.0% 100.0%

100.0% 100.0%

100.0% 100.0%

100.0% 100.0%
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FOOTNOTES TO ALLOCATION PLAN

General Government Departments:
Community Services Departments:
Public Safety Departments:

Unallocated Departments:
Legal and Risk
Building and Safety
Refuse

Considerations

1050, 1150, 1200, 1225, 1230, 1235
1550, 6100
2000, 2030, 2040, 2050, 2080, 2090, 2100

1300
2150
3150

ACM - percentage for sewer is reflective of the time necessary to coordinate and oversee the construction of the Wastewater
Treatment Plant and the Brine Line. This percentage is subject to change.

Admin Director - percentage for sewer is reflective of the time necessary for position development, recruitment, hiring and
orientation of the sewer staff established in FY18-19. this percentage is subject to change.

Community Services and Transit Director are the same individual, being split between the two departments. With the addition of
Community Services in FY18-19, that allocation is slightly higher than the already existing responsibility of Transit.

Administrative Operational costs are calculated based on the percentage of all personnel applied to the various functions.

Restricted funds and Grants apply direct costs of the specific department, and no indirect costs are applied. Restricted funds from
the State Gas Tax is applied to the Streets department for continuing maintenance and represents approximately 95% of the

funding of that department.

Capital Projects are accounted for specifically in Funds 500 and 710 - so not included in overhead or functional expense allocation
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Agenda Item No. _* l

Staff Report
TO: Finance and Audit Committee Members
FROM: Melana Taylor, Director of Finance

DATE: March 4, 2019

SUBJECT: Fraud Program and Policy

Background and Analysis:

The fiscal year 2017 audit included an evaluation of the related internal controls within the
City. Finding #2017-003 indicates that a comprehensive Fraud Program and Policy should
be established for the City of Beaumont that includes a reporting mechanism for employees
and members of the public. Through inquiry of various members of City staff, the auditors
determined that no clear path of reporting fraud had been clearly identified or
communicated. As a result, significant research had been performed, and a program and
policy was drafted.

After further internal discussion, management has separated the fraud program and policy
between internal and external source notification. The audit finding relates to the internal
ability to report fraud, waste or abuse by employees of the City. To that end, the following
documents have been completed and staff training has been scheduled for March 2019:

1. Code of Core Values and Ethics
2. Fraud Program and Policy
3. Fraud Training Material

The public can report any suspected wrong-doing to the City Manager, a member of City
Council, the Chief of Police, the District Attorney’s Office, or any number of other agencies
and/or organizations. For this reason, the City is not implementing a fraud reporting
mechanism for the public.

//* ~0\

Finance Director Review: (L,

Recommendation:

1. Review and recommend any changes to the documents.
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CITY OF BEAUMONT

CODE OF CORE VALUES AND ETHICS

Page 20 of 73



2/20/19

CITY OF BEAUMONT
CODE OF CORE VALUES AND ETHICS

Goals of the Code of Core Values and Ethics

o To make the City of Beaumont (“City”) a better community, built on mutual respect
and trust

e To promote and maintain the highest standards of personal and professional conduct
among all involved in City government - elected officials, City employees,
volunteers, and members of the City's commissions and committees

1. Preamble

The proper operation of democratic government requires that decision-makers be
independent, impartial, and accountable to the people they serve. The City has adopted this
Code of Core Values and Ethics (“Core Values™) to promote and maintain the highest
standards of personal and professional conduct in the City’s government. All elected and
appointed officials, City employees, volunteers, and others who participate in the City’s
government are required to pledge to these Core Values, understand how it applies to their
specific responsibilities, and practice the eight core values in their work. Because we seek
public confidence in the City’s services and public trust of its decision-makers, our
decisions and our work must meet the most demanding ethical standards and demonstrate
the highest levels of achievement in following these Core Values.

2. Purpose
The purpose of the Core Values is to set a standard of conduct for all elected
officials, officers, employees, and members of advisory commissions and committees of

the City. This policy is not intended to supersede or invalidate any statute, ordinance, or
civil service rule or regulation.

3. Applicability

The Core Values shall apply to all elected officials, appointed officials, employees,
and members of advisory commissions, and committees, and volunteers of the City
(collectively, “Representatives™).

4. Core Values

Representatives of the City shall be ethical. Representatives shall endeavor to
practice the following core values:

a. As a Representative of the City, I will be ethical. In practice, I will:

1) Be trustworthy, acting with the utmost integrity and moral courage.
2) Be truthful, do what I say I will do.
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3) Make impartial decisions, free of bribes, unlawful gifts, narrow
political interests, and financial and other personal interests that
impair my independence of judgment or action.

4) Be fair, distributing benefits and burdens according to consistent and
equitable criteria.

5) Extend equal opportunities and due process to all parties in matters
under consideration. If I engage in unilateral meetings and
discussions, I do so without making voting decisions.

6) Show respect for persons, confidences, and information designated
as “confidential.”

7) Use my title(s) only when conducting official City business, for
information purposes, or as an indication of background and
expertise, carefully considering whether I am exceeding or
appearing to exceed my authority.

As a Representative of the City, I will be professional. In practice, I
will:

1) Apply my knowledge and expertise to my assigned responsibilities
and to the interpersonal relationships that are part of my job in a
consistent, confident, competent, and productive manner.

2) Approach my job and work-related relationships with a positive
attitude.

3) Keep my professional knowledge and skills current and growing.

As a Representative of the City, I will be service-oriented. In practice,
I will:

1. Provide friendly, receptive, courteous service to everyone.

2. Be attuned to, and show empathy for the needs and concerns of
citizens, public officials, and city workers.

3. Interact with constituents in an interested, engaged, and responsive
manner.

As a Representative of the City, I will be fiscally responsible. In practice,
I will:

1) Make decisions after prudent consideration of their financial impact,
taking into account the long-term financial needs of the City,
especially its financial stability.

2) Properly care for the City’s assets (e.g., personnel, time, property,
equipment, funds) and follow established procedures.

3) Make financial decisions that are in the best interest of the City and
its residents.
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As a Representative of the City, I will be organized. In practice, I will:

1 Act in an efficient manner, making decisions and recommendations
based upon research and facts, taking into consideration short and
long-term goals.

2) Follow through in a responsible way, keeping others informed, and
responding in a timely fashion.

3) Be respectful of established City processes and guidelines.

As a Representative of the City, I will be communicative. In practice, I
will:

1) Convey the City’s care for and commitment to its residents and
business community.

2) Communicate in various ways to show that I am approachable, open-
minded and willing to participate in dialog.

3) Engage in effective two-way communication, by listening carefully,

asking questions, and determining an appropriate response which
adds value to conversations.

As a Representative of the City, I will be collaborative. In practice, I
will:

1) Act in a cooperative manner with groups and other individuals,
working together in a spirit of tolerance and understanding.

2) Work towards consensus building and gain value from diverse
opinions.

3) Accomplish the goals and responsibilities of my individual position,
while respecting my role as a member of a team.

4) Consider the broader regional and State-wide implications of the

City’s decisions and issues.

As a Representative of the City, I will be progressive. In practice, I
will:

1. Exhibit a proactive, innovative approach to setting goals and
conducting the City’s business.
2. Display a style that maintains consistent standards, but is also

sensitive to the need for compromise, “thinking outside the box,”
and improving existing paradigms when necessary.

3. Promote intelligent and thoughtful innovation in order to forward the
City’s policy agenda and City services.
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5. Ethics Policy

In addition to the core values described above, the City has established an Ethics
Policy to promote the highest standards of personal and professional ethics by individuals
charged with carrying on the City’s business. This is a “values based” approach to ethical
behavior, rather than a rules-based system. It is not intended to address all potential ethical
issues which may arise, or to replace the various codes of ethics of professional associations
but to supplement those codes.

6. Integrity/Honesty

Representatives shall be honest with fellow officials, the public and others.
Representatives shall make the decision that is in the best interest of the public, without
consideration of popularity of said decision. Additionally, Representatives shall take
responsibility for their actions and disclose suspected instances of corruption to the
appropriate authorities.

7. Accountability/Responsibility

Representatives shall hold a high standard and be accountable to the public,
stakeholders, and other institutions. Such persons are required to be an agent of the
democratic process, thus receive input, explain actions, accept results of the body’s
decisions, and engage in continuous improvement. Representatives are prudent stewards
of public resources and actively consider the impact of their decisions on the financial and
social stability of the City and its residents.

8. Respect

Representatives shall treat fellow officials, employees and the public with courtesy
and civility, even when there is disagreement on what is best for the community.
Representatives shall actively listen, ask questions, seek diverse opinions and participate in
added value discussion for the purpose of consensus building, and make decisions and
recommendations based upon research and facts involving employees and stakeholders,
taking into consideration short and long-term goals. Furthermore, Representatives shall
support a positive work environment for City employees and others who serve the City.

9. Fairness

Representatives shall be impartial when making decisions, avoiding the temptation
to favor those who have supported the covered person and disfavor those who have not.
They shall support the public’s right to know and will promote their meaningful
participation in the conduct of the public’s business. Furthermore, Representatives shall
treat all persons, claims, and transactions in a fair and equitable manner, and make decisions
based on the merits of the issue, with attention to due process.
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10. Comply with the Law

Representatives shall comply with the laws of the United States, the State of
California, and City in the performance of their public duties. These laws include but are
not limited to: the United States and California Constitutions; United States and California
codes, regulations, interpretive administrative findings and relevant case law, City
ordinances, City standard practices and procedures, and the City’s personnel and policy
manuals. These laws include, but are not limited to, topics relating to ethics and conduct,
including conflicts of interest, financial disclosure regulations, and campaign finance
contribution limitations and reporting requirements.  Additionally, certain City
professionals are guided by particular rules regarding ethics provided by their professional
organizations.

11. Act in the Public Interest

Recognizing that stewardship of the public interest must be their primary concern,
Representatives shall work for the common good of the people of the City and not any
private or personal interest, and they shall assure fair and equal treatment of all persons,
claims, and transactions coming before the City, including the City Council,
commissions, and committees.

12. Conflict of Interest

In order to assure their independence and impartiality on behalf of the common
good, Representatives shall not use their official positions to influence government
decisions in which they have a material financial interest or personal relationship which
may give the appearance of a conflict of interest. In accordance with the law,
Representatives shall disclose investments, interests in real property, sources of income,
and gifts, and they shall abstain from participating in deliberations and decisions-making
where conflicts may exist. (See California Government Code §§ 1090 ef seq., 81000 et
seq., 82000 et seq., 87100 et seq.; 87407, California Health & Safety Code §§ 33130 et
seq.; California Penal Code §68; 2 Code of California Regulations §§ 18700 et seq.)

13. Regulations Regarding Personal Advantages and Perquisites

Representatives shall comply with the requirements of the United States and
California Constitutions; United States and California codes, regulations, interpretive
administrative findings and relevant case law, relating to the acceptance and reporting of
gifts, loans, and other possible perquisites of office. (See California Constitution, Art. XII,
§ 7; Gov. Code §§ 3204, 8314, 36501 et seq., 82000 et seq., 87200 et seq., 87400 et seq.;
89001, 89500 et seq.; Pen. Code § 424 et seq.; 2 Code of Cal. Regs. §§ 18700 et seq, 18930
et seq.)

14. Confidential Information

Representatives shall respect the confidentiality of information concerning City
property, personnel or proceedings of the City. They shall neither disclose confidential
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information without proper legal authorization, nor use such information to advance their
personal interests. (See Gov. Code §§54963, 82000 ef seq.)

15. Use of Public Resources

Representatives shall not use public resources not available to the public in general,
such as City employees, time, equipment, supplies or facilities, for private gain.
Representatives shall not utilize the City’s name or logo for the purpose of endorsing any
political candidate. (See Gov. Code §§ 3204, 8314, 89001, 89500 et seq.; Pen. Code § 424
et seq.; 2 Code of Cal. Regs. §§ 18901.)

16.  Representation of Private Interests

In keeping with their role as stewards of the public interest, members of the City
Council shall not appear on behalf of the private interests of third parties before the City
Council or any board, commission, committee, or proceeding of the City, nor shall
members of boards, commissions and committees appear before their own bodies or before
the City Council on behalf of the private interests of third parties related to the areas of
service of their bodies.

17. Advocacy

Representatives shall represent the official policies or positions of the City Council,
commission or committee to the best of their ability. When presenting their individual
opinions and positions, Representatives shall explicitly state they do not represent their
body or the City of Beaumont, nor will they allow the inference that they do.

18.  Governmental Transparency Laws

Representatives are governed by relevant government transparency laws, including,
but not limited to, the California Brown Act (Gov. Code §§ 54950 et seq and California
Public Records Act (Gov. Code §§ 6250 et seq.)

19. Positive Workplace Environment

City Council Members, Commissioner and Committee Members shall support the
maintenance of a positive and constructive workplace environment for City employees, for
persons dealing with the City, and for each other as well. These persons shall recognize
their special role in dealings with City employees and refrain from creating the perception
of inappropriate direction to employees.

20. Reporting

No employee may be adversely affected because the employee refused to carry out
a directive, which in fact, constitutes fraud or is a violation of federal or state law.

Insofar as possible, the identity of the reporting employee will remain confidential.
However, the City reserves the right to disclose the identity of the reporting employee if,
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in the City’s absolute discretion, the identity may have to be disclosed to conduct a thorough
investigation, to comply with applicable laws and/or to provide accused individuals their
legal rights of defense.

Reports of alleged improper activity or unlawful activity as described above and/or
any suspected incidents of fraud, waste, or abuse should provide as much specific
information as possible including names, dates, places, and events that took place. Itis a
violation of the Core Values to retaliate against an employee who makes a report
anonymously under California Labor Code Sections 1102.5 and 1106. Employees shall
direct reports of alleged improper or unlawful activity to their immediate supervisor or
director, Human Resources, and/or City Manager. If the reports of the improper or
unlawful activity involves the City Manager, such reports shall be made to the City
Attorney. If the reports of the improper or unlawful activity involves the City Attorney,
such reports shall be made to the Mayor.

21. Investigation and Enforcement

It is the duty of every employee to cooperate in an investigation involving a
violation or an alleged violation of the law and/or this policy. Upon the request of the City,
an employee will participate and fully cooperate in any investigation, whether conducted
by the City or its agent(s). If as a result of a good faith investigation and a resultant
reasonable conclusion that a violation of this policy has occurred, the offending employee
may be subject to disciplinary action up to and including termination.

22. Enforcement

Any official found to be in violation of the Core Values may be subject to censure
by the City Council. Any member of an advisory commission or committee or volunteer
found to be in violation may be subject to dismissal. In the case of an employee, appropriate
action shall be taken by the City Manager or by an authorized designee.

ACKNOWLEDGMENT OF RECEIPT

I have read and understand the CITY OF BEAUMONT CODE OF CORE VALUES AND
ETHICS.

Print Name

Signature

Date:
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FRAUD PROGRAM AND POLICY
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February 28, 2019

CITY OF BEAUMONT

Fraud Preventative Measures

The City is implementing an internal fraud prevention and reporting policy and procedure. The
most effective fraud prevention system is for it to be easily understood and accessible. This
procedure will allow employees to report fraud at any time, anonymously, and without fear of
retaliation.

Employee Education

A PowerPoint course has been developed by City staff and will be administered to all employees
on an annual basis, much like the workplace harassment training that is conducted annually.
Additionally, a poster has been developed and will be maintained at all City employee locations
that instructs employees how to report suspected fraud or waste. Periodically, training bulletins
will be sent out to all employees reminding them of their responsibility to report fraud and waste.

Reporting

Reports of alleged improper activity or unlawful activity as described herein, and/or any
suspected incidents of fraud, waste, or abuse should provide as much specific information as
possible including names, dates, places, and events that took place. Employees can submit
reports of alleged improper or unlawful activity to Human Resources, the City Manager or email
to fraud@beaumontca.gov . If the reports of the improper or unlawful activity involves the City
Manager, such reports are to be made to the City Attorney. If the reports of the improper or
unlawful activity involves the City Attorney, such reports are to be made to the Mayor. Itis a
violation of this Code to retaliate against an employee who makes a report anonymously under
California Labor Code Sections 1102.5 and 1106.

Response, Inquiry and Reporting

The City will designate a responsible individual with the primary task of reviewing reports and
maintaining a log of reports received. The log would include, but not be limited to: Date, Time,
Reporting Party (if provided), and complaint.

An investigative committee will be formed, comprised of key City staff, the Mayor and a member
of the Finance and Audit Committee. Complaints will be separated by department under inquiry,
and the applicable Director would not be allowed to participate in the review and investigation
of the complaint. Other Committee members would be responsible for investigating, reporting,
and concluding/closing complaints.

It is recommended that an investigative committee be comprised of the following members:
e Mayor
e Chair of the Finance and Audit Committee
e City Manager

Page1of2
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e Chief of Police

Director of Administrative Services

Director of Finance

Other Members Deemed Appropriate to Review Each Specific Complaint

The City Attorney has the responsibility of approving the format of how complaints may be
received. Recipients of the fraud investigation findings report will include the reporting party (if
known), the investigative committee members, and possibly, the City Attorney. The investigation
documentation will not be released to members of the committee or reporting party due to any
potential criminal investigation.

The findings of all reports found to be sustained will be reported to Human Resources and the
Beaumont Police Department. It will be the responsibility of the Chief of Police to report the
findings in a police report which will be forwarded to the District Attorney’s Office for review.

Complaints about members of the Police Department will continue to be handled in the same
manner as prescribed in the Beaumont Police Department Policy Manual, California Penal Code

and California Government Code.

Other Support for the Fraud Prevention and Detection Program

WHAT TO REPOR
TERM DEFINITION . EXAMPLES
e Falsifying financial records to
conceal the theft of money or
Any intentional act or omission designed to clty propert.y. .
. L - . e Theft or misuse of city money,
deceive others, resulting in the victim (City of . .
FRAUD . equipment, supplies, and/or
Beaumont) suffering a loss and/or the .
perpetrator achieving a gain. Gther materlals.
e Soliciting or accepting a bribe or
kickback.
o Falsifying payroll information.
The intentional or unintentional expenditure, | ® Unnecessary and/or excessive
WASTE consumption, mismanagement, use or spending of city funds to
squandering of city resources. purchase supplies or equipment.
e Failure to report damage to city
Intentional destruction, diversion, equipment or property.
ABUSE OF manipulation, rTlisapplication, maltreatment, | ¢ Receiving favor 'for awarding
AUTHORITY/ orm i:ssue of city resources. Extrava.g.ant or contrécts to certain vendors.
POSITION | EXCessive use as to abuse one’s position or | e Creating unneeded overtime.
authority. Abuse can occur in financial ornon- | ¢ Making procurement or vendor
financial settings. selections that are contrary to
existing policies.
Page 2 of 2
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CITY OF BEAUMONT
550 E. 6th Streef, Beaumont, CA 92223

BEAUMONT Phone (951) 769-8520 Fax (951) 769-8526

—CALIFORNIA—
BeaumontCa.gov

REPORT OF FRAUD OR ABUSE

Reporter Name (Optional):
Is a final report of findings requested? DYES I:]NO

Please select the method to receive the final report:

Email:
Phone:
INCIDENT REPORT
Date: Time:
Location:

Individuals involved:

Description of incident:

Other information:

Witnesses:

pporting documents or evidence available:
es, attached
es, will provide upon request

No, none available

Incorporated November 18, 1912
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CITY OF BEAUMONT

FRAUD TRAINING MATERIAL
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Agenda Item No. 6

Staff Report
TO: Finance and Audit Committee Members
FROM: Melana Taylor, Director of Finance
DATE: March 4, 2019
SUBJECT: Business License Reconciliation Control

Background and Analysis:

The fiscal year 2017 audit included an evaluation of the related internal controls within the
City. Finding #2017-007 indicates that an individual independent of the business license
issuance and collection functions review and reconcile the amounts from the HdL business
license program to the revenues posted in the City’s general ledger.

A procedure has been developed for monthly reconciliation between the two independent
programs that will serve as a mitigating control until a decision can be made regarding the
business license software and potential integration.

The procedure was tested against two randomly selected months and the results were as
follows:

Month C/R - No License - No C/Rin GL - No Notes
License C/R License
Nov 2017 #1 | $ 5775 |#1 | $ 30.00| N/A N/A N/A
April 2018 #3 | $ 32150 | #1 | $ 5625 |#2 |$ 181.00 | $30 Cherry Festival

The differences identified in November 2017 were both related to timing issues., as was
April 2018, except for one entry in the general ledger. In April 2018, $30 was received in
business license revenue for a booth being set up at the annual Cherry Festival. This
receipt was taken in originally as event income and was reclassified by the finance
department to properly record the revenue generated.

The monthly reconciliation procedure as drafted will segregate the duties and verify the
posting of business license revenue to comply with the recommendation made by the
auditors.

Finance Director Revie{v@ {i

Recommendation:
1. Receive and file.
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CITY OF BEAUMONT
POLICY AND PROCEDURES
RECONCILIATION OF BUSINESS LICENSE REVENUE

The City of Beaumont issues business licenses through a software that is not integrated with the
cashiering or general ledger software programs. In order to ascertain that all business licenses issued
had a corresponding license payment and conversely that all license payments have a corresponding
business license issued, a monthly reconciliation is to be performed.

ADMINISTRATIVE SERVICES
The administrative services department is responsible for collection of various fees, including business
licenses, and for issuance of business licenses. Business licenses are renewed on an annual basis
between May and July, but new business licenses can be issued at any time during the fiscal year.
FINANCE DEPARTMENT
Monthly, the following reports will be generated:

1. Cash receipt report from Incode 9 (cashiering) for code 120 (Business License)

2. Business license software report for all payments posted to the system for the month

3. General ledger report from Incode 10 (finance) for business license income
The reconciliation will begin with a comparison of report #1 to report #2. A listing will be created of all
payments in report #1 that have no corresponding business license issued in report #2 and licenses

issued in report #2 that had no payment recorded in report #1.

The results from the first comparison will be reviewed against any entries that may have been made into
the report #3 for adjustments or Energov based payments.

The finance department will create a report of differences and submit to the administrative services
supervisor for resolution or explanation.

Upon completion of review, the report of differences will be returned to the finance department with all
applicable responses. Unresolved differences will be escalated for further investigation. The final report
will be maintained in an electronic file.

Feb 2019
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Agenda Item No. (_p

Staff Report
TO: Finance and Audit Committee Members
FROM: Melana Taylor, Director of Finance

DATE: March 4, 2019

SUBJECT: Internal Control Checklist

Background and Analysis:

The fiscal year 2017 audit included an evaluation of the related internal controls within the
City. The Pun Group has issued an Independent Auditor’s Report on Internal Control over
Financial Reporting and on Compliance with Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards. This report
does not provide an opinion on the effectiveness of the internal controls or compliance.

Finding # Finding Description Status
2017-001 Internal Control over Financial Reporting Complete
2017-002 Policies and Procedures Complete
2017-003 Comprehensive Fraud Program and Policy Complete
2017-004 Segregation of Duties — Cash Receipts Complete
2017-005 Segregation of Duties - Building Permits Complete
2017-006 Development Impact Fees Complete
2017-007 Segregation of Duties — Business Licenses Draft
2017-008 Transient Occupancy Tax and Utility Users Tax Complete
2017-009 Oversight for Fuel Credit Card Activity Complete
2017-010 Overhead Cost Allocation Activity Draft
2017-011 Segregation of Duties — Police Department Complete
2017-012 Segregation of Duties - Bus Passes Complete

All findings have been addressed and corrective actions will be fully implemented by March
31, 2019.

‘/_- ~ B
Finance Director Review: “ «L/

Recommendation:

1. Receive and file.
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CITY OF BEAUMONT
Internal Control Matters
Identified as of 6/30/17

Finding #[ Type] Finding Description Goal Priority Acti Taken thru 3/4/18 Pending Actions % Compl Due Date | Completion [ 1st Full FY
2017-001 M internal Control over Financial Reporting  |Financial report accuracy, completeness, 3 Done Month End close checklist started July 2017 71117 MT  06/30/2018
reliability, compliance, efficiency and timeliness Year End Checklist being used 6/30/18
Additional staffing in place effective October 2018
2017-002 M Policies and Procedures Formal policies and procedures with approval 6 Done City-wide financial policies established 9/20/16 9/20/16 MT 06/30/2018
by City Council to be evaluated annually and Finance department policies established 1/16/18 1/16/18 MT 06/30/2019
ONGOING CONTINUAL PROCESS updated as necessary that provides guidance CFD bond debt policies established 2/20/18 2/20/18 MT 06/30/2019
to staff and management Develop further debt policy, project accounting
policies, purchase order policies
2017-003 M Comprehensive Fraud Program and Policy |[Formal and comprehensive policy that provides | 8 Done Established funding in FY18-19 Budget
clear expectations as well as guidance for
reporting potential problems Employee training scheduled for March 02/27/2019 06/30/2020
Remove ability to edit/void transactions by those Restructure of oversight, additional required
2017-004 M Segregation of Duties - Cash Receipts with custody of cash 4 Done authorization for credits and voids 7118 MT _ 06/30/2019
Remove ability to issue permits without receiving Permit/plan checks issued through integrated
2017-005 M Segregation of Duties - Building Permits __|proper payment 1 Done software started December 2017 12/1/17 MT__06/30/2019
Monthly independent reconciliation started July
2017-006 M Development Impact Fees Remove opportunity for DIF revenues to be 5 Done 2017 7117 MT  06/30/2018
misstated due to error or fraud Integrated software still being implemented
Remove ability to issue licenses without receiving Drafting interim process to reconcile existing
2017-007 M Segregation of Duties - Business Licenses |proper payment 9 Drafted system data until new system is in place Software solutions are being investigated 95%| 03/31/2019
Determine that all revenues are reported and TOT reporting entities notified of penalties for
2017-008 Transient Occupancy Tax and remitted to the City on a timely basis 10 Done delinquent filings effective QE 9/30/18 711118 MT  06/30/2019
Potential revenue recovery for "audit" of
Utility Users Tax remittances Monthly checklist utilized Refine data captured for reconciliation 714117 MT  06/30/2018
2017-009 S Oversight for Fuel Credit Card Activity Remove opportunity for misuse of city fuel 2 Done Fuel statements utilized to review usage monthly 12/1/16 MT 06/30/2018
account credit cards Administrative access has been fimited
New/replacement cards can only be issued by
Finance
Formalize recognition of management cost of
effort to be allocated between other functions
2017-010 § Overhead Cost Allocation Activity within the City 11 Drafted 95%| 03/31/2019
Discussed with PD staff and documented process
2017-011 O Segregation of Duties - Police Dept Formalize after hours receipt of funds process 7 Done in writing. 2/4/19 MT _ 06/30/2020
2017-012 O Segregation of Duties - Bus Passes Remove opportunity to issue bus passes without |12 Done Transit dept has established tracking system Implement one recongiliation at a time 2/4/19 MT  06/30/2020
receiving proper payment Starting with highest value pass
TYPE: M Material Weakness
S Significant Deficiency
O Other Matter
Status as of 1/7/19




Agenda Item No. 7

Staff Report
TO: Finance and Audit Committee Members
FROM: Melana Taylor, Director of Finance

DATE: March 4, 2019

SUBJECT: CFD Overview

Background and Analysis:

The City of Beaumont has a significant amount of Communities Facilities Districts (CFD)
areas and bond debt to manage. CFDs were created through the Mello-Roos Community
Facilities Act of 1982 and California Government Code Section 53311 and have significant
amount of technical aspects, both legal and financial.

Flow charts are attached, providing a general overview and understanding of the flow of
information and funds.

A presentation was made by Albert A. Webb Associates at a City Council Special Meeting

Workshop on February 22, 2016, about the basics of CFDs in California. I have provided a
copy of that presentation with this staff report.

Finance Director Revim

Recommendation:

1. Receive and file.
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CITY OF BEAUMONT

FINANCE AND AUDIT COMMITTEE

AGENDA ITEM
CFD OVERVIEW

FLOW CHARTS
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CITY OF BEAUMONT

FINANCE AND AUDIT COMMITTEE

AGENDA ITEM
CFD OVERVIEW

February 22, 2016
Power Point Presentation
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