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BETTY T. YEE 
California State Controller 

 

October 31, 2016 
 

The Honorable Robert C. Gonzales, Mayor 

City of San Fernando 

117 Macneil Street 

San Fernando, CA  91340 
 

Dear Mayor Gonzales: 

 

The State Controller’s Office audited the costs claimed by the City of San Fernando for the 

legislatively mandated Municipal Storm Water and Urban Runoff Discharges Program (Los 

Angeles Regional Water Quality Control Board, Order No. 01-182, Permit CAS004001, 

Part 4F5c3) for the period of July 1, 2002, through June 30, 2009. 

 

The city claimed $510,621 for the mandated program. Our audit found that the entire amount is 

unallowable because the city overstated the number of transit stop trash receptacles it maintained, 

did not provide documentation to support the number of annual trash collections performed by city 

employees, and did not offset the restricted revenues used to fund the mandated activities. The 

State made no payments to the city.   

 

This final audit report contains an adjustment to costs claimed by the city. If you disagree with the 

audit findings, you may file an Incorrect Reduction Claim (IRC) with the Commission on the State 

Mandates (Commission). Pursuant to Section 1185, subdivision (c), of the Commission’s 

regulations (California Code of Regulations, Title 3), an IRC challenging this adjustment must be 

filed with the Commission no later than three years following the date of this report, regardless of 

whether this report is subsequently supplemented, superseded, or otherwise amended. You may 

obtain IRC information on the Commission’s website at www.csm.ca.gov/forms/IRCForm.pdf. 

 

If you have any questions, please contact Jim L. Spano, Chief, Mandated Cost Audits Bureau, by 

telephone at (916) 323-5849. 

 

Sincerely, 

 
Original signed by 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

 

JVB/rg 

 
 

 



 

The Honorable Robert C. Gonzales, -2- October 31, 2016 

    Mayor 

 

 

 

cc: Nick Kimball, Finance Director 

  Finance Department, City of San Fernando 

 Sonia Garcia, Junior Accountant 

  Finance Department, City of San Fernando 

 Mary Halterman, Principal Program Budget Analyst 

  Local Government Unit, California Department of Finance 

 Danielle Brandon, Staff Finance Budget Analyst 

  Local Government Unit, California Department of Finance 

 Jay Lal, Manager 
  Division of Accounting and Reporting 

  State Controller’s Office 
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Audit Report 
 

The State Controller’s Office (SCO) audited the costs claimed by the City 

of San Fernando for the legislatively mandated Municipal Storm Water 

and Urban Runoff Discharges Program (Los Angeles Regional Water 

Quality Control Board, Order No. 01-182, Permit CAS004001, 

Part 4F5c3) for the period of July 1, 2002, through June 30, 2009. 

 

The city claimed $510,621 for the mandated program. Our audit found that 

the entire amount is unallowable because the city overstated the number 

of transit stop trash receptacles it maintained, did not provide 

documentation to support the number of annual trash collections 

performed by city employees, and did not offset the restricted revenues 

used to fund the mandated activities. The State made no payments to the 

city. 

 

 

The California Regional Water Quality Control Board, Los Angeles 

Region (Board), adopted a 2001 storm water permit (Permit CAS004001) 

that requires local jurisdictions to:  

 
Place trash receptacles at all transit stops within its jurisdiction that have 

shelters no later than August 1, 2002, and at all other transit stops within 

its jurisdiction no later than February 3, 2003. All trash receptacles shall 

be maintained as necessary.   

 

On July 31, 2009, the Commission on State Mandates (Commission) 

determined that part 4F5c3 of the permit imposes a state mandate 

reimbursable under Government Code section 17561 and adopted the 

Statement of Decision. The Commission further clarified that each local 

agency subject to the permit and not subject to a trash total maximum daily 

load (TMDL) is entitled to reimbursement.   

 

The Commission also determined that the period of reimbursement for the 

mandated activities begins July 1, 2002, and continues until a new 

National Pollutant Discharge Elimination System (NPDES) permit issued 

by the Board is adopted.  On November 8, 2012, the Board adopted a new 

NPDES permit, Order No. R4-2012-0175, which became effective on 

December 28, 2012.   

 

The program’s parameters and guidelines establish the state mandate and 

define the reimbursement criteria. The Commission adopted the 

parameters and guidelines on March 24, 2011. In compliance with 

Government Code section 17558, the State Controller’s Office issues 

claiming instructions to assist local agencies, school districts, and 

community college districts in claiming mandated program reimbursable 

costs.   

 

 

We conducted this performance audit to determine whether costs claimed 

represent increased costs resulting from the Municipal Storm Water and 

Urban Runoff Discharges Program for the period of July 1, 2002, through 

June 30, 2009.  

Summary 

Background 

Objectives, Scope, 

and Methodology 
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The legal authority to conduct this audit is provided by Government Code 

sections 12410, 17558.5, and 17561. We conducted this audit in 

accordance with generally accepted government auditing standards. Those 

standards require that we plan and perform the audit to obtain sufficient, 

appropriate evidence to provide a reasonable basis for our findings and 

conclusions based on our audit objectives. We believe that the evidence 

obtained provides a reasonable basis for our findings and conclusions 

based on our audit objectives. 
 

We limited our review of the city’s internal controls to gaining an 

understanding of the transaction flow and claim preparation process as 

necessary to develop appropriate auditing procedures. Our audit scope did 

not assess the efficiency or effectiveness of program operations. We did 

not audit the city’s financial statements.  
 

The objectives of our audit were to determine whether costs claimed were 

supported by appropriate source documents, were not funded by another 

source, and were not unreasonable and/or excessive. 
 

To achieve our audit objectives, we performed the following procedures: 

 Reviewed the annual claims filed with the SCO to identify any 

mathematical errors and performed analytical procedures to determine 

any unusual or unexpected variances from year-to-year. 

 Completed an internal control questionnaire and performed a walk-

through of claim preparation process to determine what information 

was used, who obtained, and how it was obtained. 

 Assessed whether computer-processed data provided by the city to 

support claimed costs was complete and accurate and could be relied 

upon.   

 Researched the city’s location within the Los Angeles River 

Watershed and gained an understanding of the trash TMDL effective 

date.  

 Reviewed the documentation provided to support the number of transit 

stops containing trash receptacles.  Corroborated the supporting 

documentation with physical inspections of a number of current transit 

stops.   

 Gained an understanding of the city’s transit stop trash collection 

process and reviewed the documentation provided to support the 

number of annual trash collections claimed. 

 Determined whether the city realized any revenue from the statutes 

that created the mandated program or reimbursements from any 

federal, state, or non-local source.   
 

 

Our audit found instances of noncompliance with the requirements 

outlined above. These instances are described in the accompanying 

Schedule (Summary of Program Costs) and in the Findings and 

Recommendations section of this report. 

  

Conclusion 
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For the audit period, the City of San Fernando claimed $510,621 for costs 

of the Municipal Storm Water and Urban Runoff Discharges Program. Our 

audit found that the entire amount is unallowable. The State made no 

payments to the city. 

 
 

We issued a draft audit report on September 30, 2016. Nick Kimball, 

Finance Director, responded by letter dated October 6, 2016 (Attachment), 

disagreeing with the audit results. This final audit report includes the city’s 

response letter.   

 
 

This report is solely for the information and use of the City of San 

Fernando, the California Department of Finance, and the SCO; it is not 

intended to be and should not be used by anyone other than these specified 

parties. This restriction is not intended to limit distribution of this report, 

which is a matter of public record. 

 

 

Original signed by 

 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

 

October 31, 2016 

 

 

Views of 

Responsible 

Officials 

Restricted Use 
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Schedule— 

Summary of Program Costs 

July 1, 2002, through June 30, 2009 
 

 

Reference 
1

July 1, 2002, through June 30, 2003

Ongoing activities:

August 28, 2002, through June 30, 2003:

Reasonable reimbursement methodology factor $ 6.74         $ 6.74         

Number of transit trash receptacles × 80            × 30            

Annual number of trash collections × 131          × 44            

Total ongoing costs 70,635      8,897        $ (61,738)     Finding 1

Less offsetting revenues -              (8,897)       (8,897)       Finding 2

Total program costs $ 70,635      -              $ (70,635)     

Less amount paid by the State -              

Allowable costs claimed in excess of (less than) amount paid $ -              

July 1, 2003, through June 30, 2004

Ongoing activities:

Reasonable reimbursement methodology factor $ 6.74         $ 6.74         

Number of transit trash receptacles × 80            × 30            

Annual number of trash collections × 156          × 52            

Total ongoing costs 84,115      10,514      $ (73,601)     Finding 1

Less offsetting revenues -              (10,514)     (10,514)     Finding 2

Total program costs $ 84,115      -              $ (84,115)     

Less amount paid by the State -              

Allowable costs claimed in excess of (less than) amount paid $ -              

July 1, 2004, through June 30, 2005

Ongoing activities:

Reasonable reimbursement methodology factor $ 6.74         $ 6.74         

Number of transit trash receptacles × 80            × 30            

Annual number of trash collections × 156          × 52            

Total ongoing costs 84,115      10,514      $ (73,601)     Finding 1

Less offsetting revenues -              (10,514)     (10,514)     Finding 2

Total program costs $ 84,115      -              $ (84,115)     

Less amount paid by the State -              

Allowable costs claimed in excess of (less than) amount paid $ -              

July 1, 2005, through June 30, 2006

Ongoing activities:

Reasonable reimbursement methodology factor $ 6.74         $ 6.74         

Number of transit trash receptacles × 80            × 30            

Annual number of trash collections × 156          × 52            

Total ongoing costs 84,115      10,514      $ (73,601)     Finding 1

Less offsetting revenues -              (10,514)     (10,514)     Finding 2

Total program costs $ 84,115      -              $ (84,115)     

Less amount paid by the State -              

Allowable costs claimed in excess of (less than) amount paid $ -              

Cost Elements  Adjustment

Audit

Claimed

Actual Costs

per Audit

Allowable
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Schedule (continued) 
 

 

Reference 
1

July 1, 2006, through June 30, 2007

Ongoing activities:

Reasonable reimbursement methodology factor $ 6.74         $ 6.74         

Number of transit trash receptacles × 80            × 30            

Annual number of trash collections × 156          × 52            

Total ongoing costs 84,115      10,514      $ (73,601)     Finding 1

Less offsetting revenues -              (10,514)     (10,514)     Finding 2

Total program costs $ 84,115      -              $ (84,115)     

Less amount paid by the State -              

Allowable costs claimed in excess of (less than) amount paid $ -              

July 1, 2007, through June 30, 2008

Ongoing activities:

Reasonable reimbursement methodology factor $ 6.74         $ 6.74         

Number of transit trash receptacles × 80            × 35            

Annual number of trash collections × 156          × 52            

Total ongoing costs 84,115      12,267      $ (71,848)     Finding 1

Less offsetting revenues -              (12,267)     (12,267)     Finding 2

Total program costs $ 84,115      -              $ (84,115)     

Less amount paid by the State -              

Allowable costs claimed in excess of (less than) amount paid $ -              

July 1, 2008, through June 30, 2009

Ongoing activities:

July 1, 2008, through September 22, 2008:

Reasonable reimbursement methodology factor $ 6.74         $ 6.74         

Number of transit trash receptacles × 80            × 35            

Annual number of trash collections × 36            × 12            

Total ongoing costs 19,411      2,831        $ (16,580)     Finding 1

Less offsetting revenues -              (2,831)       (2,831)       Finding 2

Total program costs $ 19,411      -              $ (19,411)     

Less amount paid by the State -              

Allowable costs claimed in excess of (less than) amount paid $ -              

Summary: July 1, 2002, through June 30, 2009

Total ongoing costs $ 510,621    $ 66,051      $ (444,570)   

Less offsetting revenues -              (66,051)     (66,051)     

Total program costs $ 510,621    -              $ (510,621)   

Less amount paid by the State -              

Allowable costs claimed in excess of (less than) amount paid $ -              

Cost Elements  Adjustment

Audit

Claimed

Actual Costs

per Audit

Allowable

 
 

 

 

_________________________ 

1 See the Findings and Recommendations section. 
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Findings and Recommendations 
 

The city claimed reimbursement of $510,621 for ongoing maintenance of 

the transit stop trash receptacles for the audit period. We found that 

$66,051 is allowable and $444,570 is unallowable. The costs are 

unallowable because the city overstated the number of trash receptacles it 

maintained and did not provide documentation to support the annual 

number of trash collections performed by the city employees. 
 

The city claimed reimbursement for the ongoing maintenance costs using 

the reasonable reimbursement methodology (RRM) approved by the 

Commission on State Mandates. Under the RRM, the unit cost (which is 

$6.74 during the period of July 1, 2002, through June 30, 2009) is 

multiplied by the number of city-wide transit stop trash receptacles and by 

the number of annual trash collections.  
 

A summary of the claimed, allowable, and audit adjustment amounts for 

the ongoing maintenance costs for the audit period are as follows: 
 

Annual

No. of No. of No. of

Fiscal Trash Trash Trash Audit 

Year Receptacles Collections RRM Total Receptacles RRM Total Adjustment

2002-03 80 131 6.74$ 70,635$   30 44        
1

6.74$ 8,897$   (61,738)$   

2003-04 80 156 6.74   84,115     30 52        6.74   10,514   (73,601)     

2004-05 80 156 6.74   84,115     30 52        6.74   10,514   (73,601)     

2005-06 80 156 6.74   84,115     30 52        6.74   10,514   (73,601)     

2006-07 80 156 6.74   84,115     30 52        6.74   10,514   (73,601)     

2007-08 80 156 6.74   84,115     35 52        6.74   12,267   (71,848)     

2008-09 80 36 6.74   19,411     35 12        2 6.74   2,831     (16,580)     

Total ongoing costs 510,621$ 66,051$ (444,570)$ 

1
 For FY 2002-03, the reimbursement period is only 44 weeks (from August 28, 2002, through June 30, 2003)

2 For FY 2008-09, the reimbursement period is only 12 weeks (from July 1, 2008, through September 22, 2008)

Amount Claimed Amount Allowable

Annual

No. of

Collections

Trash

    Overstated number of trash receptacles 
 

For each fiscal year in the audit period, the city claimed reimbursement 

for 80 trash receptacles; however, the city could support only 30 bus stop 

trash receptacles for fiscal year (FY) 2002-03 through FY 2006-07 and 35 

bus stop trash receptacles for FY 2007-08 and FY 2008-09. 
 

All ongoing maintenance costs are recorded in Account 313 – Bus 

Shelter/Stop Maintenance. A description of the account located in the 

city’s adopted budgets for FY 2002-03 through FY 2006-07 states, “The 

City of San Fernando has 40 bus stop locations. Of these bus stop 

locations, 30 are equipped with palm-style bus benches with concrete 

receptacles.” In addition, the adopted budgets for FY 2007-08 and 

FY 2008-09 state, “The Bus Shelter / Stop Maintenance Division is 

responsible for the cleaning and maintenance of 41 stops located in the 

City of Fernando. Of these bus stop locations, 35 are equipped with palm-

style bus benches with waste receptacles.” We found that the city 

maintained 30 bus stop trash receptacles for FY 2002-03 through 

FY 2006-07 and 35 bus stop trash receptacles for FY 2007-08 and 

FY 2008-09. 

FINDING 1— 

Overstated ongoing  

maintenance costs 
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The parameters and guidelines, section VII. Records Retention, state: 

 
Local agencies must retain documentation which supports the 

reimbursement of the maintenance costs identified in Section IV.B. of 

these parameters and guidelines during the period subject to audit, 

including documentation showing the number of trash receptacles in the 

jurisdiction and the number of trash collections or pickups. 

 

Unsupported number of annual trash collections 

 

For each fiscal year in the audit period, the city claimed reimbursement 

for the maximum of three weekly collections per trash receptacle, totaling 

156 collections annually. We found that one weekly collection per trash 

receptacle, totaling 52 collections annually, is allowable. 

 

To support the annual number of trash collections claimed, the city 

provided a contract with its waste hauler stating: 

 
Article 3.13. Collection from City Street Receptacles  

 

Collector shall collect Solid Waste from the City Street Receptacles 

described in Exhibit E no less frequently than three (3) times per week 

on Monday, Wednesday, and Friday.   

 

During audit fieldwork, we were informed that the waste hauler never 

delivered on this provision because the trash receptacles were concrete and 

not serviceable with its claw-operating trash vehicle. The city did not 

replace the concrete trash receptacles and an impasse was ultimately 

reached. We were informed that city public works employees actually 

serviced the trash receptacles themselves during the audit period.   

 

The city did not provide any documentation to support the number of 

annual trash collections performed by its public works employees; 

however, we were informed that trash was collected three times a week 

from the transit receptacles throughout the audit period and is collected 

with the same frequency today. During audit fieldwork, we physically 

observed a number of the transit trash receptacles located throughout the 

city and confirmed that the city is currently performing trash-collection 

activities. Absent documentation to support more than one weekly 

collection, we determined that one weekly collection, totaling 

52 collections annually, is allowable.    
 

The parameters and guidelines, section VII. Records Retention, state: 
 

Local agencies must retain documentation which supports the 

reimbursement of the maintenance costs identified in Section IV.B. of 

these parameters and guidelines during the period subject to audit, 

including documentation showing the number of trash receptacles in the 

jurisdiction and the number of trash collections or pickups. 

 

Recommendation 
 

No recommendation is applicable for this finding, as the period of 

reimbursement expired on December 27, 2012, with the adoption of a new 

permit. 
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City’s Response 

 
Finding 1: Overstated ongoing maintenance costs. 

 

City Response: During the review, the City provided documentation 

identifying all of the trash receptacles throughout the City as well as the 

frequency those trash receptacles were serviced per week during the 

review period (Exhibit 1). The number of receptacles eligible for 

mandated cost claims are included in the section labeled “Bus Stops.”  

The City also provided a map identifying all of the bus stops in the City 

(Exhibit 2) broken down by MTA (buses) stops, City Trolley stops, and 

shared (MTA and Trolley) stops.  It is important to note that the City, not 

MTA, maintains and collects the trash receptacles at each stop. 

 

Exhibit 1 identifies 57 total trash receptacles at all bus stops, inclusive 

of MTA, Trolley, and shared stops. Exhibit 2 identifies 46 MTA stops, 

22 Trolley Stops, and 7 shared stops, for a total of 75 stops located in the 

City of San Fernando. Based on this information, approximately 75% of 

bus stops located in the City have a trash receptacle. 

 

According to the on-site auditors, Trolley stops are not eligible for 

reimbursement as mandated cost claims. As a result, only 46 MTA bus 

stops and 7 shared stops are eligible for reimbursement claims. The City 

disagrees with the 30 eligible trash receptacles identified in the audit 

report as documentation provided supports 39 eligible trash receptacles 

(53 eligible stops multiplied by 75% of stops with a trash receptacle). 

 

With regards to the number of collections annually, the audit report using 

one collection per week despite documentation provided to the contrary.  

As noted earlier, this was not a reimbursable mandate at the time the 

service was being provided, so employees did not separately document 

trash receptacle collection and maintenance activities on their 

timesheets. However, during the measurement period, the City had a 

contract with Crown Disposal Company, Inc. to provide solid waste and 

recyclables collection, processing, and disposal service (Exhibit 3).  

Section 3.13 beginning on page 19 of the contract with Crown Disposal 

reads, in relevant part, as follows: 

 

Section 3.13. Collection from City Street Receptacles 

 

Collector shall collect Solid Waste from the City Street 

Receptacles described in Exhibit E no less frequently than three 

(3) times per week on Monday, Wednesday, and Friday. 

Collector shall also collect from any Street Receptacle that is 

overflowing, regardless of which day of the week it is, even if 

Collector has collected from that Street Receptacle three (3) 

times that week… 

 

This section of the contract was never enforced because the City had 

special tamper resistant receptacles at each bus stop. Unfortunately, the 

tamper resistant receptacles were not compatible with the waste hauler’s 

automated collection equipment. Therefore, City staff continued to 

provide collection and maintenance manually. 

 

Section 3.13 of the contract reflects the need for at least 3 trash 

collections per week, or 156 per year, rather than the 1 collection 

reflected in the audit report. 
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Additionally, page 7 of the audit report states that the on-site auditors 

physically observed a number of the transit trash receptacles located 

throughout the City and confirmed that the City is currently performing 

trash collection activities. Based on this physical observation during a 

small random sample size (a few hours during one work day), it is 

reasonable extrapolate that collection activities are performed on 

multiple days. 
 

Despite the information provided, the on-site auditors relied solely on 

the narratives included in the annual Adopted Budget (Exhibit 4). The 

narrative in the budget states, in the applicable part, “Of these bus stops 

locations, 30 (or 35 in later years) are equipped with palm-style benches 

with concrete waste receptacles.” The narrative goes on to state that the 

division is also responsible for cleaning, maintaining, and repairing 20 

(or 19 in earlier years) bus shelters. Although the narrative does not 

explicitly indicate the number of bus shelters that have trash receptacles, 

most bus shelters do have associated trash receptacles. By relying solely 

on the budget narrative, the audit report accounts for receptacles at bus 

stop locations with benches and does not account for receptacles at bus 

shelters. 
 

Consequently, the City asserts the summary of claimed, allowable, and 

adjustment amounts table included on page 6 of the draft audit report 

should reflect the following: 
 

Annual No. Annual No.

Fiscal No. of Trash of Trash No. of Trash of Trash Audit 

Year Receptacles Collections RRM Total Receptacles Collections RRM Total Adjustment

2002-03 80 131 6.74$   70,635$     39 131 6.74$   34,435$     (36,201)$     

2003-04 80 156 6.74     84,115       39 156 6.74     41,006       (43,109)       

2004-05 80 156 6.74     84,115       39 156 6.74     41,006       (43,109)       

2005-06 80 156 6.74     84,115       39 156 6.74     41,006       (43,109)       

2006-07 80 156 6.74     84,115       39 156 6.74     41,006       (43,109)       

2007-08 80 156 6.74     84,115       39 156 6.74     41,006       (43,109)       

2008-09 80 36 6.74     19,411       39 36 6.74     9,463         (9,948)         

Total ongoing costs 510,622$   248,928$   (261,694)$   

Amount Claimed Amount Allowable

 
SCO’s Comments 
 

The finding and recommendation remain unchanged.  
 

Number of transit stop trash receptacles  
 

The city states, “Exhibit 1 identifies 57 total trash receptacles at all bus 

stops inclusive of MTA, Trolley, and shared stops.” Exhibit 1 is a 

spreadsheet that states the total number of bus stop trash receptacles per 

street. This spreadsheet is not a sufficient source document, as it does not 

identify the intersections for which we can confirm the existence of either 

a transit stop or a trash receptacle. Furthermore, we are unable to 

corroborate that this spreadsheet is a contemporaneous document that was 

in existence during the audit period, as it is dated April 12, 2016, several 

weeks after initiation of this audit.   
 

The city goes on to state, “Exhibit 2 identifies 46 MTA stops, 22 Trolley 

stops, and 7 shared stops, for a total of 75 stops located in the City of San 

Fernando.” Exhibit 2 is a map identifying the intersection of all MTA, 

Trolley, and shared stops throughout the city. We do not consider this map 

a contemporaneous document that identifies the existence of the transit 

stops during the audit period, as the map is dated January 2013—three and 

a half years after the end of the audit period. 
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Based on information presented in Exhibits 1 and 2, the city believes that 

“the documentation provided supports 39 eligible trash receptacles….” To 

arrive at this conclusion, the city multiplied 53 eligible transit stops (46 

MTA stops plus seven shared stops) by 75%, which is the percentage of 

transit stops believed to contain trash receptacles (57 total trash receptacles 

identified in Exhibit 1 divided by 75 total transit stops identified on the 

map in Exhibit 2). The city properly excluded the 22 trolley stops from 

this calculation, as the trolley stops were not in existence until after the 

audit period ended on June 30, 2009. However, we question the 

appropriateness of the city’s application of 75%. As the 22 trolley stops 

are fairly new, they are likely to contain a trash receptacle, leaving 35 trash 

receptacles for the remaining MTA and shared stops (57 total trash 

receptacles identified in Exhibit 1 less 22 possible trolley stop trash 

receptacles). Coincidentally, we did allow reimbursement for 35 trash 

receptacles at transit stops for both FY 2007-08 and FY 2008-09.  

 

Without sufficient source documentation identified in either Exhibit 1 or 

Exhibit 2, we used information specified in the city’s adopted budget to 

determine the number of transit stop trash receptacles in existence for each 

fiscal year in the audit period. We believe the city’s budget to be a 

sufficient document, as it is prepared annually with assistance from both 

the Finance Department and the Public Works Department and is adopted 

by the city council.   

 

The city contends that by relying solely on information contained in the 

annual budget, “the audit report accounts for receptacles at bus stop 

locations with benches only and does not account for receptacles at bus 

shelters.” Comments regarding additional bus shelter trash receptacles are 

without merit as the city has not provided any documentation to support 

the number of trash receptacles maintained at bus shelters for any fiscal 

year in the audit period.  For example, Exhibit 1 specifies “bus stops” and 

Exhibit 2 is titled “Bus and Trolley Stops.” In addition, we question 

whether the city separately distinguishes between bus stops and bus 

shelters. For example, the FY 2012-13 adopted budget states that the city 

is responsible for “maintenance of 79 stops located in the City of San 

Fernando…Of these bus stop locations, 18 are currently equipped with bus 

shelters.”   

 

Number of annual trash collections 

 

The city references Section 3.13 of the Crown Disposal Company, Inc., 

which states “Collector shall collect Solid Waste from the City Street 

Receptacles described in Exhibit E no less frequently than three (3) times 

per week on Monday, Wednesday, and Friday.” The city agrees with us 

that “this section of the contract was never enforced….” Because the 

activity was not actually performed by the waste hauler, the number of 

collections agreed on by the waste hauler and the city have no merit. 

 

The city states, “Based on this physical observation during a small random 

sample size (a few hours during one work day), it is reasonable [sic] 

extrapolate that collection activities are performed on multiple days.” We 

disagree with this logic. Just because the receptacle was not full the one 

day of our physical observation does not mean that city employees collect 

trash multiple days of the week. It is possible that the trash receptacle was 
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emptied the day prior to our physical observation. Absent 

contemporaneous documentation, the frequency of current trash-

collection activities is not an indicator of the frequency of trash collections 

activities that occurred during the audit period. 

 

The program’s parameters and guidelines require the city to support 

reimbursement of the maintenance costs incurred during the period subject 

to audit, including documentation showing the number of trash 

collections. During audit fieldwork, we requested that the city provide 

documentation to support the number of weekly trash-collection activities 

performed by city employees. Examples of such documentation may 

include route maps, duty statements, policy and procedural manuals, or 

time logs. The city did not provide any documentation to support the 

frequency of trash collection activities. Therefore, without documentation 

to support the number of annual trash collections, we allowed one weekly 

collection.  

 

 

The city did not offset any revenues on its claim forms for the audit period.  

We found that the city should have offset $66,051 in Proposition A funds 

used to pay for the ongoing maintenance of transit stop trash receptacles 

during the audit period.   

 

As stated in Finding 1, we found that $66,051 for ongoing maintenance 

costs of the transit stop trash receptacles is allowable; and all ongoing 

maintenance costs of the transit stop trash receptacles are recorded in 

Account 313 – Bus Shelter/Stop Maintenance. We confirmed that for each 

fiscal year in the audit period, the Transportation Sales Tax Fund (Fund 7) 

made an annual transfer of Proposition A money to Account 313 for 

reimbursement of the various bus stop and bus shelter maintenance costs 

incurred. Beginning in FY 2008-09, all bus stop and bus shelter 

maintenance costs were posted directly to Fund 7. The Transportation 

Sales Tax Fund is a special revenue fund type. Special revenue funds are 

used to account for the proceeds of specific revenue sources that are 

legally restricted to expenditures for specified purposes.  

 

Proposition A is a half-cent sales tax measure approved by Los Angeles 

County voters in 1980 to finance transit programs. Twenty-five percent of 

the Proposition A tax is designated for the Local Return Program to be 

used by cities in developing and/or improving public transit and related 

transportation infrastructure. Local return funds are distributed monthly to 

cities based on a per-capita basis.  

 

The Proposition A Local Return Guidelines, section II. Project Eligibility, 

identify reimbursement for bus stop maintenance as follows: 

 
2. BUS STOP IMPROVEMENTS AND MAINTENANCE (Codes 

150, 160, & 170) 

Examples of eligible Bus Stop Improvement and Maintenance 

projects include installation/replacement and/or maintenance of: 
 

 Concrete landings – in street for buses and at sidewalk for 

passengers 

 Bus turn-outs 

 Benches 

FINDING 2— 

Unreported offsetting 

revenues 
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 Shelters  

 Trash Receptacles 

 Curb cuts 

 Concrete or electrical work directly associated with the above 

items 
 

The following table summarizes the total amount of Proposition A funds 

used each fiscal year in the audit period on bus stop and bus shelter 

maintenance: 
 

Fiscal Proposition A

Year Funds

2002-03 32,480$       

2003-04 32,395         

2004-05 22,513         

2005-06 23,032         

2006-07 26,062         

2007-08 45,506         

2008-09 40,708         

Total 222,696$      
 

 
As the city used Proposition A funds authorized to be used on the 

mandated activities, it did not have to rely on the use of discretionary 

general funds to pay for the mandated activities.   

 

The parameters and guidelines, section VIII. Offsetting Revenues and 

Reimbursements, state: 

 
In addition, reimbursement for this mandate received from any federal, 

state or non-local source shall be identified and deducted from this claim. 

 

Recommendation 

 

No recommendation is applicable for this finding, as the period of 

reimbursement expired on December 27, 2012, with the adoption of a new 

permit. 

 

City’s Response 

 
Finding 2: Unreported offsetting revenues. 

 

City Response: The City did not report offsetting Proposition A revenues 

that were used to supplement bus stop and bus shelter maintenance 

services during the measurement period. However, the amount included 

in the audit report reflects the Proposition A offset for the full fiscal year.  

As noted in the audit report, the reimbursement period for FY 2002-03 

is only 44 weeks, or 85% of the fiscal year, and the reimbursement period 

for FY 2008-09 is only 12 weeks, or 23% of the fiscal year.  

Consequently, the Proposition A revenue offset for those fiscal years 

should be adjusted accordingly. 
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The City asserts that the table of Proposition A funds used in each fiscal 

year included on page 9 of the audit report should reflect the following: 
 

Fiscal Proposition

Year A Funds

2002-03 27,608$       

2003-04 32,395         

2004-05 22,513         

2005-06 23,032         

2006-07 26,062         

2007-08 45,506         

2008-09 9,363           

Total 186,479$     

  
 

SCO’s Comments 
 

The finding and recommendation remain unchanged.      
 

The city agrees with our finding when it states, “The City did not report 

offsetting Proposition A revenues that were used to supplement bus stop 

and bus shelter maintenance services during the measurement period.”  

However, the city disagrees with the amount shown in the table and states 

that a pro-rata reduction for FY 2002-03 and FY 2008-09 should be made.  

We disagree. The table identifies the total amount of Proposition A funds 

used by the city for bus stop and bus shelter maintenance. It is a fixed 

amount that was transferred annually from Fund 7 (Transportation Sales 

Tax Fund) to Account 313 (Bus Shelter/Stop Maintenance) for FY 2002-

03 through FY 2007-08. For FY 2008-09, a fixed total of $40,708 was 

posted directly to Fund 7 to cover the bus stop and bus shelter maintenance 

costs. Furthermore, this issue is irrelevant as the actual amount offset and 

identified as a finding is only $66,051. 
 

 

In the city’s response letter, the city questions the SCO’s documentation 

requirements, as follows: 
 

As noted in the audit report, the Municipal Storm Water and Urban 

Runoff Discharges Program was not determined to be a legislative 

mandate until July 31, 2009; however, the service period being reviewed 

is July 1, 2002 through June 30, 2009. Therefore, this service was not 

considered an unfunded mandate at the time the service was provided.  

At the time the service was provided, there was no reason for the City to 

retain documentation to support the reimbursement of maintenance costs 

because there was no reimbursement available. It stands to reason that 

the records retention guide reference on page 7 of the audit report only 

apply to claims submitted after the date the service was deemed to be a 

reimbursable mandate, which was July 31, 2009. 

 

Due to the fact that the mandate did not become reimbursable until years 

after the service was provided and the audit review was conducted for 

services provided 7 to 14 years ago, it was very difficult to provide 

specific supporting documentation. In many cases, the City provided 

documentation that reasonably supported the claims filed and is 

proposing amending the claim amounts for each year based on that 

reasonable documentation (see Conclusion).    

 

OTHER ISSUE— 

Documentation 

standards 
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As stated in the city’s response letter, the Statement of Decision for the 

Municipal Storm Water and Urban Runoff Discharges Program was 

adopted by the Commission on July 31, 2009. The program’s parameters 

and guidelines were adopted by the Commission on March 24, 2011.   

 

The city submitted its initial reimbursement claims for FY 2002-03 

through FY 2008-09 on September 28, 2011. None of the city’s claims 

included sufficient source documentation that is in compliance with the 

parameters and guidelines. The issuance date of the parameters and 

guidelines has no effect on the city’s responsibility to support costs 

claimed.   

 

 

In the city’s response letter, the city asserts that its claim for the Municipal 

Storm Water and Urban Runoff Discharges Program for the period of 

July 1, 2002, through June 30, 2009, should be reduced from $510,621 to 

$66,949, as follows:  

 
Conclusion:  

 

Based on the documentation provided by the City during the audit review 

and as part of the response included herein, the City asserts our claim for 

mandated costs for the Municipal Storm Water and Urban Runoff 

Discharges Program is $66,949. 

  

LESS: Mandated

Fiscal Amount Proposition Claim

Year Allowable A Funds Amount

2002-03 34,435$       27,608$      6,827$      

2003-04 41,006         32,395        8,611        

2004-05 41,006         22,513        18,493      

2005-06 41,006         23,032        17,974      

2006-07 41,006         26,062        14,944      

2007-08 41,006         45,506        -                

2008-09 9,463           9,363          100           

Total 66,949$     
 

Based on this response, the city acknowledges that the costs claimed were 

overstated by $443,672. However, we disagree with the city’s contention 

that it has supported $66,949. As referenced in both Finding 1 and Finding 

2, our findings and recommendations remain unchanged. In addition, per 

Government Code section 17568, the deadline for the city to amend these 

claims has long since passed.   

 

 

 

 

OTHER ISSUE— 

City’s conclusion to 

reduce claim amount 
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