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During our testing of payroll, we noted that direct deposit authorizations were destroyed for all
employees who began employment in 2003 or earlier. The City staff agreed to request the
authorizations from the respective employees. We recommend that the City establish a document
retention policy for payroll to avoid the reoccurrence of errors such as this.
Management's response: The Interim City Administrator has directed all employees to sign their time
cards in ink. Additionally, department heads have been instructed to have all time cards reviewed and
signed off as reviewed by the supervisor(s) responsible for reviewing time cards. This administrative
policy took effect in February 2011 after City departments were given an opportunity to work out the
logistics of timely submission of employee time cards upon receipt of the required signatures by
employee(s) and supervisor(s).
Notes Receivable
During our audit, we requested signed copies of note receivable agreements. City staff was unable to
provide the signed agreement with Quiet Cannon Montebello, Inc. for a note receivable over $2.4
million. In addition, we sent confirmation letters to a sample of home and business owners who have
outstanding balances with the City or the Montebello Redevelopment Agency (Agency). Two out of 15
letters sent came back with incorrect addresses. Finally, City staff was unable to provide an accurate
detail of Community Development Block Grant loans that agreed with the general ledger. We
recommend that City staff update the City's records of notes receivables.
Management's response: City staff was unable to provide the signed agreement with Quiet Cannon
Montebello, Inc. during the audit engagement. Subsequent to this management letter, a copy was
provided. City staff will work on updating the City's records of notes receivables.
Related-party Transactions
We requested a listing of related parties and related-party events and transactions by the City and its
component units for disclosure in the financial statements. We were informed that the City does not
maintain such a listing. Related-party transactions are not routinely identified by City personnel. We
recommend that policies and procedures be put into place to identify all related-party events and
transactions. A schedule detailing them should be prepared and reviewed by management as part of
year-end procedures.
Management's response: Policies and procedures will be established to identify all related-party events
and transactions. A schedule detailing the transactions will be prepared by staff and reviewed by
management as part of the year-end procedures.
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Fund Balance and Net Assets
The Governmental Accounting Standards Board (GASB) requires fund balances and net assets to be
classified into different categories. During our audit, we assisted the City staff in classifying the fund
balances and net assets of the City and its component units. We recommend that City staff maintain
adequate supporting documentation of net asset restrictions and fund balance reservations.
For periods beginning after June 15, 2010, GASB Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, will take effect. GASB Statement No. 54 revised the definitions
of fund balance classifications. We recommend that City staff obtain the necessary knowledge and
establish a process to implement the new pronouncement.
Management's response: Staff will obtain the necessary knowledge to establish a process to implement
the new pronouncement.
Cut-off Procedures
Cash received at the Golf Course and various other City departments is not promptly posted in the
general ledger in the proper accounting period. Management should design and implement appropriate
internal control to improve cut-off procedures.
Management's response: Cash received at the Golf Course and various other City departments are
deposited regularly. However, there is a timing difference between the deposits made and the records
that are remitted to the Finance Department. Management will design and implement appropriate
internal procedures to improve the timely receipt of deposit records for posting to the general ledger.
Minutes of Meetings of the City Council and the Agency's Board of Directors
During our audit, we noted that the minutes of meetings of the City Council and the Agency's Board of
Directors were not approved until several months after the meeting. For example, the minutes for the
meeting of the City Council on March 10, 2010 was approved on August 11, 2010. The minutes can be
used to communicate to the City's employees the decisions, policies, and plans of the City Council and
the Agency's Board of Directors. For the Finance Department staff who are responsible for maintaining
the City's accounting records as well as financial reporting, the minutes can provide guidance on
regulations that affect the City's accounting policies and procedures, significant judgments and
estimates that need to be included in financial reports, information regarding related-party events and
transactions, and other nonroutine events and transactions. The usefulness of the minutes is diminished
if it is not approved and published on a timely basis.
Management's response: Given the recent fiscal constraints and changes to the City's staffing levels,
the City Clerk's office has been understaffed. The Finance Department will forward this audit finding
so that the City Clerk's office is made aware of this finding and appropriate changes can be made.

