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OFFICES: BEVERLY HILLS ∙ CULVER CITY ∙ SANTA MARIA 

MEMBER AMERICAN INSTITUTE OF C.P.A.’S ∙ CALIFORNIA SOCIETY OF MUNICIPAL FINANCE OFFICERS ∙ CALIFORNIA ASSOCIATION OF SCHOOL BUSINESS OFFICIALS 

Members of the City Council 
City of Artesia 
Artesia, California 

In planning and performing our audit of the financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of Artesia (City), 
as of and for the fiscal year ended June 30, 2021, in accordance with auditing standards generally accepted in 
the United States of America, we considered the City’s internal control over financial reporting (internal 
control) as a basis for designing our auditing procedures for the purpose of expressing our opinion on the 
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. 

Our consideration of internal control was for the limited purpose described in the preceding paragraph and 
was not designed to identify all deficiencies in internal control that might be significant deficiencies or 
material weakness and therefore, significant deficiencies or material weakness may exist that were not 
identified. However, as discussed below, we identified certain deficiencies in internal control that we consider 
to be significant deficiencies. 

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 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. We did not identify any 
deficiencies in internal control that we consider to be material weaknesses. 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 were 
not identified. Given these limitations, during our audit, we identified the deficiencies presented in the current 
year recommendation section as Finding 2021-01 that we consider to be a material weakness and 2021-02 to 
2021-09 that we consider to be significant deficiencies in internal control.  

The City’s response to the findings identified in our audit is described in the current year recommendations 
section. The City’s response was not subject to the auditing procedures applied in the audit of the financial 
statements and, accordingly, we express no opinion on it.  In addition, we would be pleased to discuss the 
recommendations in further detail at your convenience, to perform any additional study of these matters, or to 
assist you in implementing these recommendations. 
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We have included in this letter a summary of communications with the members of the City Council as 
required by professional auditing standards. We would like to thank the City’s management and staff for 
the courtesy and cooperation extended to us during the course of our engagement. The accompanying 
communications and recommendations are intended solely for the information and use of management, 
the members of the City Council, and others within the City, and are not intended to be, and should not 
be, used by anyone other these specified parties. 

MOSS, LEVY & HARTZHEIM, LLP 
Culver City, CA 
June 6, 2023 
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June 6, 2023 
 
Members of the City Council 
City of Artesia 
Artesia, California 
 
We have audited the financial statements of the City of Artesia (City) as of and for the fiscal year ended 
June 30, 2021. Professional standards require that we provide you with the information about our 
responsibilities under auditing standards generally accepted in the United States of America and 
Government Auditing Standards, as well as certain information related to the planned scope and timing of 
our audit.  We have communicated such information in our letter to you dated August 1, 2023.  
Professional standards also require that we communicate to you the following information related to our 
audit. 
 
Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 
 
Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by the City are described in Note 1 of the notes to the basic financial statements. 
We noted no transactions entered into by the City during the fiscal year for which there is a lack of 
authoritative guidance or consensus. All significant transactions have been recognized in the financial 
statements in the proper period. 
 
Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s knowledge and experience about past and current events and assumptions about 
future events.  Certain accounting estimates are particularly sensitive because of their significance to the 
financial statements and because of the possibility that future events affecting them may differ 
significantly from those expected. The most sensitive estimates affecting the financial statements were: 

 
Management has made estimates of the funding progress and net pension liability of CalPERS, the 
estimated historical cost and useful lives of capital assets, estimated allowances for doubtful accounts, 
estimates regarding contingent liabilities, and the assumptions used for estimating the other 
postemployment benefits liability.  These estimates are based on CalPERS’ actuarial estimates for net 
pension liability, historical data and industry guidelines for capital assets, historical collection data, advice 
from legal counsel, and actuarial tables provided by GASB and a third-party actuarial report for other 
postemployment benefits payable, respectively. We evaluated the key factors and assumptions used to 
develop the estimates above in determining that they are reasonable in relation to the financial statements 
taken as a whole.   
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The financial statement disclosures are neutral, consistent, and clear. 

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and completing our 
audit. 

Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all known and likely misstatements identified during the 
audit, other than those that are trivial, and communicate them to the appropriate level of management. We 
proposed adjusting journal entries for net pension liability, and deferred inflows and outflows. All entries 
proposed were accepted by management.      

Disagreements with Management 

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or 
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial 
statements or the auditor’s report.  We are pleased to report that no such disagreements arose during the 
course of our audit. 

Management Representations 

We have requested certain representations from management that are included in the management 
representation letter dated June 6, 2023. 

Management Consultations with Other Independent Accountants 

In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations.  If a consultation involves 
application of an accounting principle to the City’s financial statements or a determination of the type of 
auditor’s opinion that may be expressed on those statements, our professional standards require the 
consulting accountant to check with us to determine that the consultant has all the relevant facts.  To our 
knowledge, there were no such consultations with other accountants. 

Other Audit Findings or Issues 

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the City’s auditors.  However, these 
discussions occurred in the normal course of our professional relationship and our responses were not a 
condition to our retention. 

Other Matters 

We applied certain limited procedures to the Schedule of Revenues, Expenses, and Changes in Fund 
Balances – Budget and Actual, the Schedule of Funding Progress – Post-employment Health Insurance 
Benefits, the Schedule of the City’s Proportionate Share of the Net Pension Liability, and the Schedule of 
Contributions, which are required supplementary information (RSI) that supplement the basic financial 
statements. Our procedures consisted of inquiries of management regarding the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We did not audit the RSI and do not express an opinion or provide any assurance on 
the RSI. 
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Other Matters (Continued) 
 
We were engaged to report on the Schedule of Revenues, Expenses, and Changes in Fund Balances – 
Budget and Actual, combining statements for nonmajor governmental funds, combining statements for 
nonmajor enterprise funds, combining statements for internal service funds, and combining statements for 
agency funds which accompanies the financial statements but is not RSI. With respect to this 
supplementary information, we made certain inquiries of management and evaluated the form, content, 
and methods of preparing the information to determine that the information complies with accounting 
principles generally accepted in the United States of America, the method of preparing it has not changed 
from the prior period, and the information is appropriate and complete in relation to our audit of the 
financial statements. We compared and reconciled the supplementary information to the underlying 
accounting records used to prepare the financial statements or to the financial statements themselves. 
 
Restriction on Use 
 
This information is intended solely for the use of the City Council and management of the City and is not 
intended to be, and should not be, used by anyone other than these specified parties. 
 
 
Very truly yours, 

 
 
MOSS, LEVY & HARTZHEIM, LLP 
Culver City, CA  
June 6. 2023 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANICAL REPORTING 

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
Members of the City Council  
City of Artesia 
Artesia, California 
  

We have audited, in accordance with the 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 governmental activities, the business-type activities, 
each major fund, and the aggregate remaining fund information of the City of Artesia (City), as of and for the fiscal 
year ended June 30, 2021, and the related notes to the financial statements, which collectively comprise the City’s 
basic financial statements, and have issued our report thereon dated June 6, 2023. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the 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 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. We did identify deficiencies, presented in the current year recommendations section as finding 2020-1 
that we consider to be a material weakness in internal controls and findings 2020-2 through 2020-9, that we consider 
to be significant deficiencies in internal controls. However, material weaknesses or significant deficiencies may 
exist that have not been identified. 
 
Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the City’s 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 
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance that are required to be reported under Government Auditing Standards.  
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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 
results 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. 

Moss, Levy & Hartzheim, LLP 
Culver City, California 
June 6, 2023 



8 

CURRENT YEAR RECOMMENDATIONS 

Material Weakness 

2021-01 Finding – Financial reports are not issued in a timely manner: 
During our review of internal controls it was noted that financial statements are not being 
issued by the City in a timely manner. It is also not known whether a single audit was required 
during the same time period, due to the unavailability of financial data. 

Effect: 
The City is not in compliance with Local, State and Federal requirements regarding financial 
reporting and can cause issues with various oversight agencies and make it impossible for the 
City to acquire Federal and State grants and other intergovernmental funding. In addition, the 
residents of the City are not being informed regarding the financial health of the City.  

Recommendation: 
We recommend that the City ensure that the financial statements are issued within 9 months of 
each fiscal year end.  

Management’s Response: 
The City acknowledges that staff did not complete work for the year ended June 30, 2021, in 
a timely manner.  

The City did complete other required audits for the year ended June 30, 2021, including 
the annual MTA Audit of local return funds, as well as the SCAQMD audit. A single 
audit – defined as an organization-wide financial statement and federal awards' audit of a 
non-federal entity that expends $750,000 or more in federal funds in one year – was 
not performed because the City’s federal awards expenditures for the year were less than the 
audit threshold of $750,000, therefore not required. 

Furthermore, the City now has Staff in place that will ensure that financial statements for 
future years will be completed in a timely manner. 

Significant Deficiencies 

2021-02 Finding – Bank Reconciliations not performed properly in a timely manner: 
During our review of bank reconciliations, it was noted that bank reconciliations are not being 
completed in a timely manner. In addition, we noted a lack of documentation of approval on 
the bank reconciliations.  

Effect: 
When bank reconciliations are not being completed in a timely manner and there isn’t clear 
documentation regarding the approval of said reconciliations, errors and misappropriations 
may occur and go on occurring undetected.  

Recommendation: 
We recommend that the City ensure that all bank reconciliations be prepared within 30 days of 
the month close, and that the approval of the bank reconciliation is clearly documented on 
each reconciliation.  
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CURRENT YEAR RECOMMENDATIONS (CONTINUED) 

Management’s Response: 
The City acknowledges that staff did not complete work for the year ended June 30, 2021, in a 
timely manner. However, as of the date of this letter, bank reconciliations are being completed 
in a timely manner each month, and Finance personnel are committed to ensuring that bank 
reconciliations will continue to be prepared in a timely manner going forward. 

2021-03 Finding – Lack of internal control over cash receipts 
During our review of cash receipts, the following were noted: 

1. 1 instance where the City had not obtained updated lease agreements with a tenant while
charging them a higher rate.

2. 9 instances where there was a significant delay between date of collection and day of
deposit.

3. 5 instances where rent was being charged did not agree with rental agreements.

Effect: 
A lack of internal control over cash receipts can both create opportunities for misappropriation 
of assets that can go undetected, as well as the possibility of charging customers rates that 
were not approved by governance and/or agreed upon with the customer.  

Recommendation: 
We recommend that the City ensure that updated rental agreements are on file for all rental 
customers as well as updating cash receipt software to ensure that only council approved fee 
schedules are being charged.    

Management’s Response: 
The City acknowledges that internal control over cash receipts for the fiscal year June 30, 2021, 
was lacking. The City has taken several steps to address this, as of the issuance of these 
Financial Statements. 1) The City has hired a professional property management company 
that has put lease agreements in place with all tenants, and ensure rent collected is in line 
with those lease agreements. 2) Due to staff turnover and closure of City Hall due to the 
COVID pandemic during this audited fiscal year, cash was collected and stored in the safe 
until cash was able to be deposited at the bank. 

2021-04 Finding – Lack of internal control over payroll and personnel files 
During our review of payroll and personnel files, we noted the following: 

1. 9 instances where personnel action forms were either not approved properly or missing.
2. 8 instances where an employee’s timesheet was missing.
3. 8 instances where employee I-9 forms were missing.
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CURRENT YEAR RECOMMENDATIONS (CONTINUED) 

Effect: 
A lack of internal control over payroll and personnel files can create opportunities for 
misappropriation of funds as well as opportunities for non-compliance with Federal, State, or 
local laws. 

Recommendation: 
We recommend that the City review personnel files for all employees to ensure compliance 
with human resources requirements as well as Federal, State, and local regulations. In 
addition, we recommend that the City ensure that all payroll withholdings be reviewed by an 
appropriate member of management for mathematical accuracy as well as regulatory 
requirements.    

Management’s Response: 
The City acknowledges that internal control over payroll and personnel files for the fiscal year 
June 30, 2021, was lacking.  The City has hired a competent Human Resources Manager who 
has reviewed the personnel files of each active employee to ensure that all required forms and 
paperwork has been appropriately received and filed.  In addition, the Finance Manager reviews 
payroll reports to ensure that timesheets and employee withholding is accurate. 

2021-05 Finding – Investment policy not updated: 
During our review of policies and procedures, it was noted that the City’s investment policy 
has not been updated in a timely manner. The policy was lasted updated in 2010 and was 
required to have been updated by 2014 per City resolution.  

Effect: 
Without an updated investment policy, the City is not in compliance with its own City 
resolution that requires that the investment policy to be updated every 4 years.  

Recommendation: 
We recommend that the City updates its investment policy as soon as possible to be in 
compliance with City resolutions.  

Management’s Response: 
In 2018, City staff sought and received direction from the Finance Subcommittee of the City 
Council to include in the revised Investment Policy the ability for the City to invest its reserves 
in Certificates of Deposit. A revised Investment Policy was drafted by staff but was not 
presented to the City Council for approval. As of the issuance of these Financial 
Statements, the City Council was presented with, and adopted, a Statement of Investment 
Policy for future use. 

2021-06 Finding – Stale dated checks not reviewed and updated: 
During our review of the bank reconciliations, it was noted that some stale dated checks on the 
bank reconciliation have been outstanding for more than 5 years. The City does not have 
policies and procedures to address the checks by contacting the vendor, reissuing, or 
resubmitting to the State Controller’s office.  

Effect: 
The City may not be in compliance with State requirements regarding unclaimed property. 
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CURRENT YEAR RECOMMENDATIONS (CONTINUED) 

Recommendation: 
We recommend that the City review and address long outstanding checks by contacting 
vendors, reissuing, and/or submitting to the State Controller’s office as required.  

Management’s Response: 
The City has implemented a policy in which the outstanding checks listed on the bank 
reconciliation are being handled in accordance with Section 50050 and 50051 of the 
Government Code, and vendors of uncashed checks are being contacted to determine whether 
the check needs to be voided and reissued. 

2021-07 Finding – Lack of internal control over contractor deposits: 
During our review of deposits payable, it was noted that the City did not have procedures to 
reconcile deposits held by the City from contractors and builders. 

Effect: 
A lack of internal control over deposits payable makes it impossible for the City to determine 
when deposits should be returned to contractors or recognized as revenue upon completion of 
a certain project or after a certain time period.   

Recommendation: 
We recommend that the City review all deposits on an annual basis and determine the 
accuracy and appropriateness of deposit accounts.   

Management’s Response: 
Deposits were reconciled for the year ended June 30, 2018, however, due to staff turnover, the 
current fiscal year has not been able to be reconciled.  Deposits will again be reconciled by the 
end of the calendar year 2022. 

2021-08 Finding – Budget was not prepared and adopted in an appropriate manner: 
During our review of the budget, it was noted that the annual budget was not prepared with 
accurate fund balance amounts from the accounting records. In addition, the budget does not 
disclose actual operating results from the prior fiscal year.  

Effect: 
The budget is an essential document that allows the City Council, residents, and management 
to monitor the operating results of the City, assess its financial health, and make fiscally 
responsible financial plans for the future. Without providing accurate fund balance amounts 
and accurate prior year operating results, the budget is missing key components that make it 
useful as a tool to gauge the city’s operational results. In addition, it makes it impossible to use 
budget as a key audit tool to detect misappropriations and internal budgetary controls.    

Recommendation: 
We recommend that the City ensure that the budget is passed in a timely manner and in an 
appropriate format.  

Management’s Response: 
The current Finance Manager came on board in October 2020, at which time the books had not 
been closed since 2018. The then-City Manager closely drove the budget process and made the 
decision not to include prior year actuals. The arrival of an Interim City Manager in January 
2022 led to budget changes, including the inclusion of actuals. As of the fiscal year ended June 
30, 2022, fund balances are routinely reviewed to ensure accuracy of the budget. 
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2021-09 Finding – Lack of internal control over disbursements: 
During our review of the City’s disbursements, it was noted that the City posted the wrong 
amount to a general ledger account 

Effect: 
A lack of internal control over disbursements makes it easier for the misappropriation of funds 
and fraud to occur. 

Recommendation: 
We recommend that the City reviews disbursement entries on a monthly basis and ensure that 
the data entry is accurate. 

Management’s Response: 
The City acknowledges that internal control over disbursements for the fiscal year June 30, 
2021, was lacking. Additional controls have been put in place to ensure accuracy of the 
General Ledger postings. 

STATUS OF PRIOR YEAR RECOMMENDATIONS 

Material Weakness 

2020-01 Finding – Financial reports are not issued in a timely manner: 
During our review of internal controls it was noted that financial statements are not being 
issued by the City in a timely manner. It is also not known whether a single audit was required 
during the same time period, due to the unavailability of financial data. 

Effect: 
The City is not in compliance with Local, State and Federal requirements regarding financial 
reporting and can cause issues with various oversight agencies and make it impossible for the 
City to acquire Federal and State grants and other intergovernmental funding. In addition, the 
residents of the City are not being informed regarding the financial health of the City.  

Recommendation: 
We recommend that the City ensure that the financial statements are issued within 9 months of 
each fiscal year end.  

Current Status: 
Not implemented see Finding 2021-01. 

Significant Deficiencies 

2020-02 Finding – Bank Reconciliations not performed properly in a timely manner: 
During our review of bank reconciliations, it was noted that bank reconciliations are not being 
completed in a timely manner. In addition, we noted a lack of documentation of approval on 
the bank reconciliations.  

Effect: 
When bank reconciliations are not being completed in a timely manner and there isn’t clear 
documentation regarding the approval of said reconciliations, errors and misappropriations 
may occur and go on occurring undetected.  
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STATUS OF PRIOR YEAR RECOMMENDATIONS (CONTINUED) 

Recommendation: 
We recommend that the City ensure that all bank reconciliations be prepared within 30 days of 
the month close and that the approval of the bank reconciliation are clearly documented on 
each reconciliation.  

Current Status: 
Not implemented see Finding 2021-02. 

2020-03 Finding – Lack of internal control over cash receipts 
During our review of cash receipts, the following were noted: 

1. 21 instances where there was a significant delay between date of collection and day of
deposit.

2. 3 instances where rent was being charged did not agree with rental agreements.
3. 4 instances where there was no backup documentation provided  i.e., rental agreements or

bills

Effect: 
A lack of internal control over cash receipts can both create opportunities for misappropriation 
of assets that can go undetected, as well as the possibility of charging customers rates that 
were not approved by governance and/or agreed upon with the customer.  

Recommendation: 
We recommend that the City ensure that updated rental agreements are on file for all rental 
customers as well as updating cash receipt software to ensure that only council approved fee 
schedules are being charged.    

Management’s Response: 
The City acknowledges that internal control over cash receipts for the fiscal year June 30, 2021, 
was lacking. The City has taken several steps to address this. 1) The City has had a dedicated 
review of all leases performed by an employee and reviewed by the Deputy City Manager.  
New lease agreements have been executed for all current tenants. 2) Due to staff turnover and 
closure of City Hall due to the COVID pandemic during this fiscal year, cash was collected and 
stored in the safe until cash was able to be deposited at the bank. 3) Rents did not agree with 
rental agreements, as during the fiscal year, the City began charging tenants a Common Area 
Maintenance (CAM) fee. However, the rental/lease agreements were not updated to reflect 
these new amounts. 

2020-04 Finding – Lack of internal control over payroll and personnel files 
During our review of payroll and personnel files, we noted the following: 

1. 12 instances where personnel action forms were either not approved properly or missing.
2. 9 instances where employee I-9 forms were missing.
3. 1 instance where employee w-4 was missing

Effect: 
A lack of internal control over payroll and personnel files can create opportunities for 
misappropriation of funds as well as opportunities for non-compliance with Federal, State, or 
local laws. 
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STATUS OF PRIOR YEAR RECOMMENDATIONS (CONTINUED) 
 

Recommendation: 
We recommend that the City review personnel files for all employees to ensure compliance 
with human resources requirements as well as Federal, State, and local regulations. In 
addition, we recommend that the City ensure that all payroll withholdings be reviewed by an 
appropriate member of management for mathematical accuracy as well as regulatory 
requirements.    
 
Management’s Response: 
The City acknowledges that internal control over payroll and personnel files for the fiscal year 
June 30, 2020, was lacking.  The City has hired a competent Human Resources Manager who 
has reviewed the personnel files of each active employee to ensure that all required forms and 
paperwork has been appropriately received and filed.  In addition, the Finance Manager reviews 
payroll reports to ensure that timesheets and employee withholding is accurate. 

 
2020-05 Finding – Investment policy not updated: 

During our review of policies and procedures, it was noted that the City investment policy has 
not been updated in a timely manner. The policy was last updated in 2010 and was required to 
have been updated by 2014 per City resolution.  

 
Effect: 
Without an updated investment policy, the City is not in compliance with its own City 
resolution that requires that the investment policy to be updated every 4 years.  
 
Recommendation: 
We recommend that City update its investment policy as soon as possible to be in compliance 
with City resolutions.  
 
Current Status: 
Not implemented see Finding 2021-05. 

 
2020-06 Finding – Stale dated checks not reviewed and updated: 

During our review of the bank reconciliations, it was noted that some stale dated checks on the 
bank reconciliation have been outstanding for more than 5 years. The City does not have 
policies and procedures to address the checks by contacting the vendor, reissuing, and/or 
submitting to the State Controller’s office.  

 
Effect: 
The City may not be in compliance with State requirements regarding unclaimed property. 
 
Recommendation: 
We recommend that the City review and address long outstanding checks by contacting 
vendors, reissuing, and/or submitting to the State Controller’s office as required.  

 
Current Status: 
Not implemented see Finding 2021-06. 

 
2020-07 Finding – Lack of internal control over contractor deposits: 

During our review of deposits payable, it was noted that the City does not have procedures to 
reconcile deposits held by the City from contractors and builders. 
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Effect: 
A lack of internal control over deposits payable makes it impossible for the City to determine 
when deposits should be returned to contractors or recognized as revenue upon completion of 
a certain project or after a certain time period.   

Recommendation: 
We recommend that the City review all deposits on an annual basis and determine the 
accuracy and appropriateness of deposit accounts.   

Current Status: 
Not implemented see Finding 2021-07. 
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10. LIABILITY, PROPERTY, AND WORKERS’ COMPENSATION PROTECTION, Continued 
 
B. Self-Insurance Programs of the Authority, Continued 
 
Workers’ Compensation Coverage:  The City of Artesia also participates in the workers’ compensation pool 
administered by the Authority.  In the workers’ compensation program claims are pooled separately between 
public safety (police and fire) and general government exposures. (1) The payroll of each member is evaluated 
relative to the payroll of other members. A variable credibility factor is determined for each member, which 
establishes the weight applied to payroll and the weight applied to losses within the formula. (2) The first 
layer of losses includes incurred costs up to $50,000 for each occurrence and is evaluated as a percentage of 
the pool’s total incurred costs within the first layer. (3) The second of losses includes incurred costs from 
$50,000 to $100,000 for each occurrence and is evaluated as a percentage of the pool’s total incurred costs 
within the second layer. (4) Incurred costs in excess from $100,000 to statutory limits are distributed based on 
the outcome of cost allocation within the first and second loss layers.   
 
For 2020-21 the Authority’s pooled retention is $2 million per occurrence, with reinsurance to statutory limits 
under California Workers’ Compensation Law.   
 
Employer’s Liability losses are pooled among members to $2 million. Coverage from $2 million to $5 million 
is purchased as part of a reinsurance policy, and Employer’s Liability losses from $5 million to $10 million 
are pooled among members. 
 
C. Purchased Insurance 
 
Pollution Legal Liability Insurance - The City of Artesia participates in the pollution legal liability insurance 
program (formerly called environmental insurance) which is available through the Authority. The policy 
covers sudden and gradual pollution of scheduled property, streets, and storm drains owned by the City of 
Artesia. Coverage is on a claims-made basis. There is a $50,000 deductible. The Authority has a limit of 
$50 million for the 3-year period from July 1, 2019 through July 1, 2021. Each member of the Authority has a 
$10 million sub-limit during the 3-year term of the policy. 
 
Property Insurance - The City of Artesia participates in the all-risk property protection program of the 
Authority.  This insurance protection is underwritten by several insurance companies. City of Artesia 
property is currently insured according to a schedule of covered property submitted by the City of Artesia to 
the Authority. City of Artesia property currently has all-risk property insurance protection in the amount of 
$50,000,000.  There is a $10,000 deductible per occurrence Premiums for the coverage are paid annually and 
are not subject to retrospective adjustments. 
 
Earthquake and Flood Insurance - The City of Artesia purchases earthquake and flood insurance on a portion 
of its property.  The earthquake insurance is part of the property protection insurance program of the 
Authority. City of Artesia property currently has earthquake protection in the amount of $18,531,170.  There 
is a deductible of 5% per unit of value with a minimum deductible of $100,000.  Premiums for the coverage 
are paid annually and are not subject to retrospective adjustments. 
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