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2017-001 RESTATMENT OF PREVIOUSLY ISSUED FINANCIAL STATEMENTS 
 
Criteria: 
The City is responsible for the fair presentation of the financial statements in conformity with accounting 
principles generally accepted in the United States of America. 
 
Condition: 
The City recorded restatements to previously issued financial statements for the following: 

- To correct allocation of revenues to appropriate funds 
- Eliminate unavailable revenues recorded to offset loans receivable 
- To correct reconciliations of cash and investment 
- To correct capital assets based on updated inventory listings 
- To correctly account for payroll paid in the current fiscal year but incurred in the prior fiscal year 

 
Cause: 
The City’s internal controls over financial reporting did not identify the misstatement in a timely manner. 
 
Context and Effect: 
The previously issued financial statements were not presented in conformity with accounting principles 
generally accepted in the United States of America. 
 
Recommendation: 
We recommend that the City enhance its internal control over financial reporting to ensure complete and 
accurate financial reporting. The City can accomplish this by expanding its year-end closing procedures to 
ensure that all nonroutine and nonsystematic transactions were accounted for, the appropriate accounting 
standards were applied, and transactions were accounted for in the proper period. 
 
Management Response: 
 

A full-time Accountant (CPA) was hired towards the end of FY 2017. She was tasked with timely General 
Ledger closing and with improving financial controls over reporting. However, she found that due to the 
lack of accounting skills within the department prior to her arrival, she had to devote a substantial part of 
her time during the first six months cleaning up. In fairness to the City, it must be recognized here that 
several of the conditions listed above are those that were disclosed to the auditors, having been previously 
identified and rectified by the Accountant. She now has had the chance to get caught up, and the City has 
been able to enhance its internal control by expanding its closing procedures in FY 2018.  
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2017-002 FINANCIAL CLOSING AND REPORTING 
 
Criteria: 
The City is responsible for fair presentation of the financial statements in conformity with accounting 
principles generally accepted in the United States of America. In addition, an effective internal control 
system over financial closing and reporting provides reasonable assurance for the safeguarding of assets, 
the reliability of financial information, and compliance with laws and regulations. 
 
Condition: 
During the performance of the audit, we noted that there were delays in closing of accounting records. 
 

Cause: 
The City had previously experienced turnover in accounting positions and was in the process of 
implementing new accounting systems, processes, and reconciling old balances. 
 
Context and Effect: 
Delays in closing of accounting records and performing reconciliation of account balances reduce the 
usefulness of financial information presented in the financial statements. 
 
Recommendation: 
We recommend that the City enhance its internal control over financial reporting to ensure complete and 
accurate financial reporting. The City can accomplish this by expanding its year-end closing procedures to 
ensure that all nonroutine and nonsystematic transactions were accounted for, the appropriate accounting 
standards were applied, and transactions were accounted for in the proper period. 
 
Management Response: 
 
A full-time Accountant (CPA) was hired towards the end of FY 2017. She was tasked with timely General 
Ledger closing and with improving financial controls over reporting. However, she found that due to the 
lack of accounting skills within the department prior to her arrival, she had to devote a substantial part of 
her time during the first six months cleaning up.  
 
She now has had the chance to get caught up, and the City has been able to enhance its internal control by 
expanding its closing procedures in FY 2018.  
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2017-003 ABILITY OF THE CITY TO CONTINUE AS A GOING CONCERN 
 
Criteria: 
General purpose local governments, regardless of size, at a minimum should maintain a fund balance in the 
general fund of either 1) no less than 5 to 15 percent of regular general fund operating revenues, or 2) no 
less than 1to 2 months of regular general fund operating expenditures. 
 
Condition: 
The City’s available fund balance in the General Fund was a deficit $186,227.  The ability of the City to 
continue as a going concern and meet required operating obligations is dependent on the City’s ability to 
develop and implement a plan that will successfully increase cash flows. 
 

Cause: 
The City has either overspend its budget in the past or the budget was not balanced which depleted 
available fund balance. 
 
Context and Effect: 
Deficiency in fund balances may require significant cost cutting measures to reach a budget that will recoup 
the negative fund balance as well as provide the necessary revenues and financing for continued operations 
of the City. 
 
Recommendation: 
We recommend the City continue to analyze all potential cost cutting measures and revenue sources, and 
review options to establish a budget plan for the General Fund and other funds to recoup the deficit fund 
balance as well as provide continued financing for City operations. 
 
Management Response: 
The City is budgeting General Fund cash reserves at a sustainable rate, based on revenue growth. The FY 
2018-20 adopted Budgets project a 3.4% reserve ratio. Steps have also been taken to monitor Capital 
spending and reimbursements closely. Staff is confident that the Real Property Transfer Tax that will be on 
the November 2018 ballot, if successful, will make a noticeable contribution towards the reserve goal in a 
short period of time. 
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2017-004 INTERFUND BORROWINGS 
 
Criteria: 
Long term borrowings between City funds should be approved by the City Council with agreed upon 
repayment schedules. In addition, classification of interfund borrowings as due to other funds and due 
from other funds is intended solely for borrowings that are expected to be repaid in a relative short period 
of time (i.e. less than one year); borrowings that will be repaid over many years should be classified as 
advances from other funds and advances to other funds. 
 
Condition: 
During the performance of the audit, we noted that there was a newly created advance in the General Fund 
due from the El Cerrito Redevelopment Agency Successor Agency Fund, this advance was not been 
approved by the City Council. 
 
We also noted that the Capital Improvement Capital Projects Fund and the Integrated Waste Management 
Enterprise Fund has significant borrowings from the General Fund of $950,748, and $449,605 respectively 
that are classified as due to other funds. These borrowings have existed for more than three years, and are 
unlikely to be repaid within the following fiscal year. 
 

Cause: 
The borrowing between the General Fund and the El Cerrito Redevelopment Agency Successor Agency 
Fund was created when there were insufficient monies in the El Cerrito Redevelopment Agency Successor 
Agency Fund to make payments due to the State of California Department of Finance, as a result a 
borrowing from the General Fund was recorded. 
 
The City’s Capital Project Fund and Integrated Waste Management Fund have been incurring more 
expenditures than funded, creating an accounting negative cash position in the fund that is reclassified as a 
due to other fund (i.e. General fund). 
 
Context and Effect: 
The classification of these interfund borrowings may be misunderstood to be short term and mislead 
management and users of the financial statements to believe the General Fund’s cash will be returned in a 
relative short period of time. Not addressing the repayment of these borrowings may cause them to 
increase in future years and cause cash flow difficulties and possible General Fund borrowings from 
restricted resources. 
 
Recommendation: 
We recommend that the interfund borrowings noted above be formally approved with repayment 
schedules, and also be reclassified to advances to other funds and advances from other funds. 
 
 
Management Response: 
Staff accepts the recommendation and will work towards implementing it. 


