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Independent Auditor’s Report on Internal Control Over Financial Reporting 
and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in 

Accordance with Government Auditing Standards 
 
 
 
To the Honorable Members of the City Council of the 
City of South Pasadena, California and the 
Los Angeles County Metropolitan Transit Authority 
 
We have audited, in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the Proposition A Local Return Fund, 
Proposition C Local Return Fund, Measure R Local Return Fund, Measure M Local Return Fund, and 
Transportation Development Act Article 3 Fund (collectively, the Funds) of the City of South Pasadena, 
California (the City), as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, and have issued our report thereon dated December 3, 2019. 
 
Internal Control Over Financial Reporting  
 
In planning and performing our audit of the Funds’ financial statements, we considered the City’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinions on the Funds’ financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of the City’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis.  A material weakness is a deficiency, or a combination of deficiencies, in 
internal control such that there is a reasonable possibility that a material misstatement of the entity’s 
financial statements will not be prevented, or detected and corrected on a timely basis. A significant 
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may 
exist that have not been identified. We did identify deficiencies in internal control that we consider to be 
material weaknesses. We did identify a deficiency in internal control described in the accompanying 
Schedule of Findings on Internal Control over Financial Reporting as Finding No. FS 2019-001 that we 
consider to be a material weakness.   
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the City’s Proposition A Local Return Fund, 
Proposition C Local Return Fund, Measure R Local Return Fund, Measure M Local Return Fund, and 
Transportation Development Act Article 3 Fund financial statements are free from material misstatement, 
we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not 
an objective of our audits, and accordingly, we do not express such an opinion. The results of our tests 
disclosed an instance of noncompliance or other matters that are required to be reported under Government 
Auditing Standards.  

City’s Response to Finding 

The City’s response to the finding identified in our audit is described in the accompanying Schedule of 
Findings on Internal Control over Financial Reporting.  The City’s response was not subjected to the 
auditing procedures applied in the audit of the City’s Proposition A Local Return Fund, Proposition C, 
Local Return Fund, Measure R Local Return Fund, Measure  M Local Return Fund, and Transportation 
Development Act Article 3 Fund financial statements and, accordingly, we express no opinion on the 
response.   

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the result of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

Los Angeles, California 
December 3, 2019 
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Finding No. FS 2019-001:  Bank Reconciliation 

Compliance Reference The Government Auditing Standards Section 5.26 lists examples of matters that 
may be reportable conditions: "e.g.: evidence of failure to perform tasks that are 
part of internal control, such as reconciliations not prepared or not timely prepared." 
Good internal controls require that cash be reconciled at least monthly and material 
reconciling items be properly supported."  In addition, according to Proposition A 
and Proposition  C Local Return Guidelines, Section V, Measure R Local Return 
Guidelines, Section VII, and Measure M Local Return Guidelines, Section XXV, 
"It is the jurisdictions’ responsibility to maintain proper accounting records and 
documentation to facilitate the performance of the audit prescribed in these 
guidelines..." 

Condition During the performance of audit procedures over cash, it was noted that the City 
did not prepare the bank reconciliation for the month ending June 30, 2019.  As a 
result, we were unable to verify whether the cash balance was fairly stated for 
Proposition A Local Return Fund, Proposition C Local Return Fund, Measure R 
Local Return Fund, Measure M Local Return Fund, and the Transportation 
Development Act Article 3 Fund in fiscal year 2018-19. 

Cause Due to shortage in staff, the City was unable to complete the bank reconciliation in 
a timely manner. 

Effect As bank reconciliation is an essential process to ensure actual cash disbursed agrees 
to the cash leaving an account at the end of a fiscal period, failure to reconcile and 
review bank reconciliation statements in a timely manner may lead to wrongful 
appropriation of funds or financial statement errors being undetected.  

Recommendation We recommend that the City ensure adherence to existing policies and 
procedures in relation to the preparation of bank reconciliation on a timely basis.  
Monthly bank reconciliations lead to more accurate records and quicker 
detection of errors in account balances, thus making them a vital part of the 
internal control process.  We also recommend the City to exercise proper 
oversight over the person responsible for completing the bank reconciliation.   

Management’s 
Response 

Additional staff has been hired and trained to ensure timely preparation of bank 
reconciliations in the future.  
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Independent Auditor’s Report on Compliance 

To the Honorable Members of the City Council of the 
City of South Pasadena, California and the 
Los Angeles County Metropolitan Transit Authority 

Report on Compliance 

We have audited the compliance of the City of South Pasadena, California (the City) with the Proposition 
A and Proposition C Local Return Guidelines, Measure R Local Return Guidelines, Measure M Local 
Return Guidelines, Transportation Development Act Article 3, and the Los Angeles County Metropolitan 
Transportation Authority’s Funding and Allocation Guidelines for the Transportation Development Act 
Article 3 Bicycle and Pedestrian Funds (collectively, the Guidelines) for the year ended June 30, 2019.   

Management’s Responsibility 

Management is responsible for the City’s compliance with the Guidelines.  

Auditor’s Responsibility 

Our responsibility is to express an opinion on the City’s compliance based on our audit. We conducted our 
audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States, and the Guidelines referred to in the preceding paragraph. 
Those standards and the Guidelines require that we plan and perform the audit to obtain reasonable 
assurance about whether noncompliance with the types of compliance requirements referred to above that 
could have a direct and material effect on Proposition A Local Return Program, Proposition C Local Return 
Program, Measure R Local Return Program, Measure M Local Return Program, and Transportation 
Development Act Article 3 Program occurred.  An audit includes examining, on a test basis, evidence about 
the City’s compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances.   

We believe that our audit provides a reasonable basis for our opinion on compliance with the Guidelines. 
However, our audit does not provide a legal determination of the City’s compliance with the Guidelines.  

Opinion on Each Local Return Program and Transportation Development Act Article 3 

In our opinion, except as noted in the Compliance Matrix and the Schedule of Findings and 
Recommendations, the City complied, in all material respects, with the compliance requirements of the 
Guidelines for the year ended June 30, 2019. 
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Other Matters 

The results of our auditing procedures disclosed instances of noncompliance, which are required to be 
reported in accordance with the Guidelines and which are described in the accompanying Schedule of 
Findings and Recommendations as Finding Nos. 2019-001 and 2019-002. Our opinion on each local return 
program and Transportation Development Act Article 3 program is not modified with respect to these 
matters. 

The City’s responses to the noncompliance findings identified in our audit are described in the 
accompanying Schedule of Findings and Recommendations. The City’s responses were not subjected to 
the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the 
responses. 

Report on Internal Control Over Compliance 

Management of the City is responsible for establishing and maintaining effective internal control over 
compliance with the Guidelines referred to above. In planning and performing our audit of compliance, we 
considered the City’s internal control over compliance to determine the auditing procedures that are 
appropriate in the circumstances for the purpose of expressing an opinion on compliance, but not for the 
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we 
do not express an opinion on the effectiveness of the City’s internal control over compliance.  

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that we consider to be material weaknesses or significant deficiencies and therefore, material 
weaknesses or significant deficiencies may exist that have not been identified.  However, we identified 
certain deficiencies in internal control over compliance that we consider to be a material weakness and 
significant deficiencies. 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance on a timely basis. A material weakness in 
internal control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance under the Guidelines 
will not be prevented, or detected and corrected, on a timely basis. We consider the deficiency in internal 
control over compliance described in the Schedule Findings and Recommendations as Finding No. 2019- 
001 to be a material weakness. 

A significant deficiency in internal control over compliance is a deficiency, or a combination of 
deficiencies, in internal control over compliance with the Guidelines that is less severe than a material 
weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. We consider the deficiency in internal control over compliance described in the 
accompanying Schedule of Findings and Recommendations as Finding No. 2019-002 to be a significant 
deficiency. 
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The City’s responses to the internal control over compliance findings identified in our audit are described 
in the accompanying Schedule of Findings and Recommendations.  The City’s responses were not subjected 
to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on 
the responses.   
 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing 
of internal control over compliance and the results of that testing based on the requirements of the 
Guidelines.  Accordingly, this report is not suitable for any other purpose. 
 
 
 
 
Los Angeles, California 
December 3, 2019 
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Compliance Requirement In Compliance Questioned 
Costs 

If no, provide details 
and management 

response. 

Yes No N/A 
A. Proposition A and Proposition C Local Return Funds

1. Uses the State Controller’s Uniform System of 
Accounts and Records. 

X None 

2. Timely use of funds. X None 
3. Funds expended were approved and have not been 

substituted for property tax. 
X None 

4. Expenditures that exceeded 25% of approved 
project budget have approved amended project 
Description Form (Form A). 

X None 

5. Administrative expenses are within the 20% cap of 
the total annual Local Return Expenditures. 

X None 

6. All on-going and carryover projects were reported 
in Form B. 

X None 

7. Annual Project Summary Report (Form B) was 
submitted on time. 

X None See Finding No. 2019-
001 in the Schedule of 
Findings and 
Recommendations. 

8. Annual Expenditure Report (Form C) was 
submitted on time. 

X None 

9. Cash or cash equivalents are maintained. X None 
10. Accounting procedures, record keeping and 

documentation are adequate. 
X None See Finding No. 2019-

002 in the Schedule of 
Findings and 
Recommendations. 

11. Pavement Management System (PMS) is in place 
and being used for Street Maintenance or 
Improvement Projects Expenditures. 

X None 

12. Local Return Account is credited for reimbursable 
expenditures. 

X None 

13. Self-Certification was completed and submitted 
for Intelligent Transportation Systems projects or 
elements. 

X None 

14. Signed Assurances and Understandings form was 
on file. 

X None 

15. Recreational transit form was submitted on time. X None 
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Compliance Requirement In Compliance Questioned 
Costs 

If no, provide details 
and management 

response. 
Yes No N/A 

B. Measure R Local Return Fund

1. Funds were expended for transportation 
purposes. 

X None 

2. Funds were used to augment, not supplant, 
existing local revenues being used for 
transportation purposes unless there is a funding 
shortfall. 

X None 

3. Signed Assurances and Understandings form 
was on file. 

X None 

4. Separate Measure R Local Return Account was 
established. 

X None 

5. Revenues received including allocations, project 
generated revenues and interest income was 
properly credited to the Measure R Local Return 
Account. 

X None 

6. Funds were expended with Metro’s approval. X None 

7. Expenditure Plan (Form One) was submitted on 
time. 

X None 

8. Expenditure Report (Form Two) was submitted 
on time. 

X None 

9. Timely use of funds. X None 
10. Administrative expenditures are within the 20% 

cap. 
X None 

11. Fund exchanges were approved by Metro. X None 
12. A separate account was established for Capital 

reserve funds and Capital reserve was approved 
by Metro. 

X None 

13. Recreational transit form was submitted on 
time. 

X None 
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Compliance Requirement In Compliance Questioned 
Costs 

If no, provide details 
and management 

response. 
  Yes No N/A   

C. Measure M Local Return Fund      
1. Funds were expended for transportation 

purposes. 
  X None  

2. Funds were used to augment, not supplant 
existing local revenues being used for 
transportation purposes unless there is a fund 
shortfall. 

  X None  

3. Signed Assurances and Understandings form 
was on file. 

X   None  

4. Separate Measure M Local Return Account was 
established. 

X   None  

5. Revenue received including allocations, project 
generated revenues and interest income was 
properly credited to the Measure M Local 
Return Account. 

X   None  

6. Funds were expended with Metro’s approval.   X None  
7. Expenditure Plan (Form M-One) was submitted 

on time. 
X   None  

8. Expenditure Report (Form M-Two) was 
submitted on time. 

X   None  

9. Timely use of funds. X   None  
10. Administrative expenses are within the 20% cap.   X None  
11. Fund exchanges were approved by Metro.   X None  
12. A separate account was established for Capital 

reserve funds and Capital reserve was approved 
by Metro. 

  X None  

13. Recreational transit form was submitted timely.   X None  
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Compliance Requirement In Compliance Questioned 
Costs 

If no, provide details 
and management 

response. 
Yes No N/A 

D. Transportation Development Act Article 3 Fund
1. Timely use of funds. X None 
2. Expenditures were incurred for activities relating to 

pedestrian and bicycle facilities and amenities. 
X None 
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PALRF and PCLRF:  Finding No. 2019-001  

Compliance Reference According to Proposition A & Proposition C Local Return Guidelines, Section I 
(C), “Jurisdictions shall submit on or before August 1 of each fiscal year an Annual 
Project Update to provide current information on all approved on-going and 
carryover LR projects.” 

Condition The City did not meet the August 1, 2018 deadline for submission of the Annual 
Project Update (Form B). However, the City submitted the Form B on August 13, 
2018. 

This is a repeat finding from the prior two fiscal years. 

Cause A new employee was assigned to manage the LACMTA audit awards.  However, 
he was not aware of the form submission deadlines. 

Effect The City’s Form B was not submitted timely as required by Proposition A and 
Proposition C Local Return Guidelines. 

Recommendation We recommend that the City establish procedures to ensure that the Form B is 
properly prepared and submitted before the due date of August 1st so that the City’s 
expenditures of the Proposition A and Proposition C Local Return Funds will be in 
accordance with LACMTA’s approval and the guidelines. Furthermore, we 
recommend the City to retain a confirmation of receipt by LACMTA to indicate 
the form was submitted in a timely manner. 

Management’s 
Response 

Several employees in the City departments are currently trained with the required 
deadlines to ensure timely submission of the form. 

Finding Corrected 
During Audit 

The City subsequently submitted the Form B on August 13, 2018. No follow-up 
is required. 
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PCLRF:  Finding No. 2019-002  

Compliance Reference According to Proposition A and Proposition C Local Return Guidelines, Section II, 
“A proposed expenditure of funds shall be deemed to be for public transit purposes 
to the extent that it can reasonably be expected to sustain or improve the quality 
and safety of and/or access to public transit services by the general public or those 
requiring special public transit assistance” and Section V, “It is jurisdictions’ 
responsibility to maintain proper accounting records and documentation…” 

Condition To support the propriety of expenditures being charged to the PCLRF, non-payroll 
expenditures should be supported by properly executed contracts, invoices, and 
payment vouchers. Although payments to vendors were allowable and were 
properly supported by invoices and cancelled checks, the expenditures for Senior 
Dial-A-Ride Program Project Code 130-05 were not supported by an existing 
contract or purchase order form for the following vendors: 

a) Seventeen (17) payments made to Jack’s Auto Repair in the total amount of
$6,955;
b) Seven (7) payments made to Sunset Vans, Inc. in the total amount of $2,020.

This is a repeat finding from the prior year. 

Cause In fiscal year 2018-19, the Finance Department moved to a different location and 
could not locate the original copy of the purchase orders.  

Effect No contract or purchase order form to support the payments made to the vendors 
indicates a weakness in the City’s internal control. 

Recommendation We recommend that the City establish controls to ensure that the costs charged to 
the Local Return Funds, although allowable, are adequately supported by contracts, 
purchase orders, invoices, canceled checks or similar documentation so that Local 
Return expenditures are in compliance with the Guidelines. 

Management’s 
Response 

On July 1, 2019, the City transitioned to an electronic purchase order which will 
ensure easy access and availability in the future.  
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CITY OF SOUTH PASADENA 
PROPOSITION A LOCAL RETURN FUND, PROPOSITION C LOCAL RETURN FUND,  
MEASURE R LOCAL RETURN FUND, MEASURE M LOCAL RETURN FUND, AND 

TRANSPORTATION DEVELOPMENT ACT ARTICLE 3 FUND  
EXIT CONFERENCE 

June 30, 2019 
 
An exit conference was held on December 16, 2019 with the City of South Pasadena. Those in attendance 
were: 

 
 

Simpson & Simpson Representative: 
 
 Yung Dang, Senior Auditor 

 
 

City’s Representatives: 
 
Armine Trashian, Accounting Manager 
Esteban Alvarez, Accounting Technician I 
 

Matters Discussed: 
 

Results of the audit disclosed one (1) material weakness, one (1) significant control 
deficiency, and two (2) non-compliance issues with Metro Guidelines. 

 
A copy of this report was forwarded to the following City representative(s) for their comments prior to 
the issuance of the final report: 

 
Armine Trashian, Accounting Manager 
Esteban Alvarez, Accounting Technician I 

 
 
 
 
 
 



 

 
 

Simpson & Simpson, LLP 
633 West 5th Street, Suite 3320 
Los Angeles, CA 90071 
 
 
RE:   CITY OF SOUTH PASADENA ANNUAL FINANCIAL REPORT OF THE PROPOSITION A 

LOCAL RETURN FUND, PROPOSITION C LOCAL RETURN FUND, MEASURE R LOCAL 
RETURN FUND, MEASURE M LOCAL RETURN FUND, AND TRANSPORTATION 
DEVELOPMENT ACT ARTICLE 3 FUND FOR THE FISCAL YEARS ENDED JUNE 30, 2019 
AND 2018 

 
 

I have received the annual financial report of the Proposition A Local Return Fund, Proposition C Local 
Return Fund, Measure R Local Return Fund, Measure M Local Return Fund, and Transportation 
Development Act Article 3 Fund for the years ended June 30, 2019 and 2018 for the City of South Pasadena 
and agree with the contents of the report except as indicated below: 
 
 
(Attach additional pages if necessary) 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
Very truly yours, 
 
_____________________________ 

Name 
_____________________________ 

Title 
_____________________________ 

Date 
 




