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TO:  LOCAL AGENCY FORMATION COMMISSION 
 
 

SUBJECT: Agenda Item #4: Review and Accept Audit Report for Fiscal Year Ended 
June 30, 2015 

 
 
RECOMMENDATION:  
 

Staff recommends that the Commission receive and file the materials submitted by 
White Nelson Diehl Evans LLP related to the Commission’s audit for Fiscal Year 
2014-15. 

 
BACKGROUND:  
 
The public accounting firm of White Nelson Diehl Evans LLP has conducted the annual 
audit for the period of July 1, 2014 through June 30, 2015 (copy attached to this staff 
report).  The auditor has independently verified the financial statements prepared by 
LAFCO staff, outlined its professional responsibilities and findings, and disclosed its 
compliance with current Government Auditing Standards.  During the audit process, the 
auditor did not identify any deficiencies in internal controls.  
 
GASB 68 and GASB 71 
 
The financial statements typically consist of two parts – management’s discussion and 
analysis, and the basic financial statements.  Absent from this year’s audit is the Management 
Discussion and Analysis (MD&A) prepared by LAFCO staff.  This is the first year for 
implementation of GASB 68 (Accounting and Financial Reporting for Pensions) and GASB 71 
(Pension Transition for Contributions Made Subsequent to the Measurement Date).  Being so, 
the statements include new information and are in a different format.  Therefore, the purpose 
of the MD&A, comparison to the prior year, cannot be shown.  Upon the recommendation of 
the auditors, the MD&A is not provided for this audit but will resume in subsequent audits.   
 
Information regarding the Commission’s net pension liability is included in the Statement of 
Net Position per GASB 68.  The San Bernardino County Employees’ Retirement 
Association’s (“SBCERA”) actuary has estimated the Commission’s proportionate share of 
the net pension liability as of the June 30, 2014 measurement date to be $584,731.  This 
preliminary information can be found in Note 9 on page 25 of the financial statements. 
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Due to the implementation of GASB 68 and GASB 71(which now includes Net Pension 
Liability and associated items called Deferred Outflows and Deferred Inflows), reporting of 
the net pension liability is in the financial statements and is applied retroactively by restating 
the net position as of8 the beginning of the fiscal year.  The implementation of GASB 68 
and GASB 71 resulted in reducing net position in the statement of activities (page 5) by 
$495,275 as of July 1, 2014.  The reduction is calculated as follows:  
 

Prior Year Net Pension Liability     ($581,103) 
Contributions made to the pension during FY 2013-14    $   85,828 
Reduction of Net Position as of July 1, 2014          ($495,275) 

 
2014-15 Financial Statements 
 
The basic financial statements provide both short-term and long-term information about the 
Commission’s overall financial status, include additional budgetary information, and include 
notes that explain some of the information presented.  The auditor did not identify any 
deficiencies in internal controls.  The financial statements show positive changes in net 
position of $14,763 and fund balance of $33,613.  Some of the significant reasons for the 
changes in the revenues and expenses of the Commission’s governmental activities are 
outlined as follows: 
 

• Revenues 
o Proposal activity and related charges were essentially the same as prior year. 
o Apportionment contributions remained steady during the period due to the 

Commission’s determination to maintain overall costs. 
o Unassigned Carryover from the prior year was roughly $26,600 more than 

received in FY 2013-14. 
• Expenditures 

o Salaries and Benefits experienced increased expenditures due to increased 
retirement contributions, one-time incentive bonus, and scheduled step 
increases. 

o Services and Supplies experienced increased expenditures due to: 
 Increased County Information Services Department charges, and  
 The relocation of the County’s Workforce Development Department 

from 215 North “D” Street and the need to retain communications at 
the current level. 

• Overall, Net Position Ending continues to show movement in a positive direction. 
 
 
LAFCO staff does not have issues or concerns with the financial statements or audit letters 
provided by the auditors.  Therefore, an auditor representative was not requested to be 
present at the hearing.  Should you have any questions, LAFCO staff would be glad to 
answer them prior to or at the hearing. 
 
MT/  
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