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City of Oakley
Internal Controls

Introduction: With the adoption of the fiscal year budget the Team has concluded that this 
would be a perfect time to review the internal financial controls that are here at the City of 
Oakley.  Historically, internal controls relied heavily on segregation of duties, which 
continues to be the heart of establishing good internal controls; but the accounting 
profession broadened the definition of internal controls to include establishing a control 
environment, risk assessment, the flow of information and communication and monitoring.  

Control Environment: The control environment is the set of standards, processes and 
structures that provide the basis for carrying out internal controls across the entity.  The 
control environment starts at the top of any organization.  Ethical behavior and management 
integrity set the tone to establish the organization’s culture.  The City of Oakley uses policies 
and procedures to promote and maintain a proper control environment.  

Risk Assessment: Risk assessment is primarily handled by the Finance Department, 
although all supervisors and managers need to be aware of potential for fraud.  You can see 
how important an organization’s ethical standards and employee culture are to this process.  

Control Activities: This is the center of our internal controls.  The following are examples of 
City of Oakley policies and procedures that have established to maintain internal control:

Purchasing and Accounts Payable.

 No invoice is processed without an approval signature and account 
coding. 

 All purchases over $5,000 require a purchase order approved by the 
Department Head, Finance Director and City Manager

 Only the Finance Director or City Manager can print checks. 

 Blank checks are stored in a locked file cabinet at all times. 

 Each accounts payable check number is accounted for through the 
Financial Accounting system. 

Human Resources and Payroll 

 Each Personnel Action Form, establishing employees’ wages and 
budget account numbers are signed by the Human Resources 
Manager, Finance Director and City Manager and verified with the 
adopted salary schedule. 
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 All blank checks are stored in a locked file cabinet at all times and 
required two signatures, the City Manager and Finance Director. 

 All employees’ timesheets are approved by a Department Head and 
supervisor if applicable. 

Cash Receipts

 All receipts received in the Police Department will be entered into the 
Police cash register the same day. These receipts will be entered into 
the City’s cash receipting system at the Community Services Counter 
at least once a week.

 All other receipts will be entered into the cash register located at 
Community Services Counter the same day.

 At end of each day a member of the Finance Department will close 
register, count cash, and reconcile for deposit. Finance Director will 
recount cash, log on to the daily log, place in a cash bag, and lock up 
in the Finance Director’s office.  

 All receipts (checks, cash and credit cards) are reconciled at the end of 
each day and the receipts are posted to the accounting system the 
following morning after review by the Senior Accountant.  

Bank and Investment Reconciliations

 The general operating bank account, payroll bank account and 
successor agency bank account are reconciled monthly by the Senior 
Accountant that has no check preparation duties for the accounts.  
Canceled checks are not provided to the City although they are 
available online.  

 The Finance Director reviews and signs each monthly bank 
reconciliation. 

 The Local Agency Investment Fund (LAIF) and other investment pool 
accounts (CalTrust) are reconciled quarterly by the Senior Accountant. 

General Ledger

 All journal entries are reviewed and signed by either the Finance 
Director or Senior Accountant.  
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Budget

 The City Manager and Finance Director must sign a budget 
amendment for all over-budget amounts, with adequate explanation.   

Audits

 The City undergoes a yearly audit.  As part of governmental auditing 
standards, the auditor must review and test the City’s internal controls 
and issue a separate opinion on the City’s internal control.  The City 
has always received “clean” opinions on our financial report and on the 
auditors internal control report.  

Flow of Information and Communication:  Accessibility of financial information to all 
levels of the organization help to ensure correct and complete recording of financial 
transactions.  Each day the Eden Accounting System, generates daily revenue status and 
detail reports, expenditure status and detail reports and purchase order status reports which 
are accessible to all department managers over the City’s network.  

Monitoring: Monitoring activities are primarily following up on situations or transactions that 
come to the Finance Department’s attention when processing revenues and expenditures.  
By following up with the other departments, Team members realize that the City operates 
with tight controls.  This helps set the tone that the Finance Department monitors 
department financial transactions. 

Conclusion: I hope this quick summary of internal control concepts and specifically how the 
City works to safeguard the City of Oakley’s assets, is helpful.  The City’s Finance 
Department employees take great pride in the City’s great financial record and strive to 
continue maintaining effective internal controls, consistent with professional standard and 
practices, in a very dynamic environment.  
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Date: May 28, 2019

To: Bryan H. Montgomery, City Manager

From: Deborah Sultan, Finance Director
Kevin Rohani, City Engineer

SUBJECT: Approve Resolution Adopting the FY 2019 - 2020 Recommended Budget, 
Statement of Financial Policies, Appropriations Limit and 5-Year Capital 
Improvement Program (CIP) for Fiscal Years 2019-2020 through 2023-
2024 and Making Findings Related Thereto

Background and Analysis
The City Council held a budget work session on May 14 to review and discuss the 
Preliminary City Fiscal Year 2019-2020 Operating and Capital Budgets, and the 5-Year 
Capital Improvement Plan (CIP) for Fiscal Years 2019-2020 through 2023-2024.  The 
Preliminary Budget also included the City’s Fiscal Year 2019-2020 Appropriations Limit 
calculation and Statement of Financial Policies. 

There were no changes to the preliminary budget resulting from that discussion. 

Highlights of the Recommended Budget include:

Appropriations:
Total Fiscal Year 2019-2020 Recommended Appropriations (excluding transfers) by fund 
type are:

General Fund $18,831,623     

Special Revenue Funds $13,319,073

Debt Service Funds $2,422,860

Capital Projects Funds $5,656,097

Internal Service Funds $722,150

Approved and Forwarded to the City Council:

Bryan Montgomery, City Manager

STAFF REPORT

Agenda Date: ________

Agenda Item: ________
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General Fund Reserves:
The projected beginning unreserved, undesignated fund balance in the General Fund for 
the fiscal year 2019-2020 is approximately $5.52 million, or approximately 27% of 
recommended fiscal year 2018-2019 General Fund expenditures before transfers. The 
projected fiscal year-end unreserved, undesignated fund balance in the General Fund for 
fiscal year 2019-2020 is approximately $4.5 million, or approximately 22% of projected 
fiscal year 2019-2020 General Fund expenditures before transfers. The reduction in fund 
balance is due to the use of fund balance for transfers to other funds for Capital 
Improvement projects. 

A review of the 10 year plan, which anticipates the City’s continued restoration of services 
and transfers for roadway maintenance, shows the reserve level remaining above the
20% minimum level required by the City’s policies. Adjustments are expected to the Plan 
and further adjustments will be need to remain in compliance with the City’s policy.    

Financial Policies:
In preparing the Budget each year, Staff provides an update on the comprehensive 
Statement of Financial Policies and proposes changes, if appropriate. The Preliminary 
Budget included a brief review of what is in the Statement, an assessment of whether the 
City is actually complying with each policy, and any recommendations for policy changes. 
This year, Staff is recommending a change to the Reserve policy for the Equipment 
Replacement Fund.  The updated policy is the reserve will be at least 20% of total assets.  
All vehicles and equipment are estimated to have a useful life of five years and the 
updated policy will ensure the City’s ability to replace assets when they reach the end of 
their useful life.  

Internal Control:
Each year the City’s management team meets with the outside Auditors at the beginning 
of the fiscal year audit.  As part of that meeting, the Auditors suggested City Council 
annually review the internal controls of the City.  The attached report provides some 
background and the current controls in place.  

Capital Projects:
Each year, the City’s 5-Year CIP is presented to the Council with the Budget. Capital 
Projects planned for fiscal year 2019-2020 include new appropriations of $6,482,500. 
Major projects include Downtown Parking Lot, Downtown Train Platform, Laurel Road 
Widening, Reconstruction, and Intersection improvements, and Main Street & O’Hara 
Intersection Improvements.  Other projects include street repair and resurfacing, sidewalk 
repairs, traffic calming, Police Locker room expansion, and Delta DeAnza & Marsh Creek 
Trail Connection Safety Improvements. 

Appropriations Limit: 
State Law requires the annual calculation of the City’s Appropriation (Gann) Limit, and the 
City’s practice is to include the annual calculation and adoption at the same time as it 
reviews and approves the Budget. Staff has calculated the Fiscal Year 2019-2020 Limit 
at $11,925,888.  The calculation shown in the Budget shows last year’s adjusted Limit 
and the growth factors used to calculate the Fiscal Year 2019-2020 Limit.
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Fiscal Impact
The recommended operating and capital budgets total $40,951,803 and are supported by 
estimated fiscal year 2019-2020 revenues and estimated June 30, 2019 fund balances. 

A full discussion of the budget, and information regarding each fund’s revenues and each 
fund and department recommended expenditures are included in the attached 
Recommended Budget document. A separate tab includes additional information about 
the Capital Improvement Plan.

Recommendation and Alternatives
Staff recommends the City Council approve the attached Resolution that adopts the 
Fiscal Year 2019-2020 Recommended Budget, Statement of Financial Policies, 
Appropriations Limit, and CIP for Fiscal Years 2019-2020 through 2023-2024. As the City 
Council also currently serves in the role of the City’s Planning Authority, the Resolution 
also includes the findings necessary for the City Council, as the Planning Authority of the 
City, to adopt the City’s Recommended 5-Year Capital Improvement Plan for FY’s 2019-
2020 through 2023-2024, confirming the Plan is consistent with the adopted Oakley 
General Plan and meets the requirements of Section 65401 of the Government Code.  

The Council, as always, has the option of making changes to Recommended Budget 
prior to adoption.

Attachments
1) Resolution
2) Recommended Budget for Fiscal Year 2019-2020
3) Recommended 5-Year Capital Improvement Plan for Fiscal Years 2019-2020 through 

2023-2024
4) Internal Control Report
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