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7c 
AGENDA REPORT 
Business | Action 

 
 
June 3, 2024 
 
TO:               Commissioners  
 
FROM: Keene Simonds, Executive Officer  
 Michaela Peters, Interim Commission Clerk  
  
SUBJECT: Outside Audit Report on Fiscal Year 2022-2023 
__________________________________________________________________________________________________________________ 

 
SUMMARY 
 
The San Diego County Local Agency Formation Commission (LAFCO) will receive an outside 
audit report on the financial statements issued for 2022-2023.  The outside audit has been 
prepared by O’Conner & Associates (Novato) and concludes all tested transactions were 
accompanied by sufficient documentation and no material weaknesses were identified.  The 
audited fund balance finished at $1.613 million and reflects a year end change of $0.108 million 
or 7.2% from the prior fiscal year and ties to an operating surplus.  The outside audit and 
accompanying management letter are being presented to the Commission to formally accept 
and file as well as to provide direction to staff on related matters going forward.  
 
BACKGROUND 
 
Accounting Procedures 
 
San Diego LAFCO’s financial transactions are managed by the Executive Officer and divided 
between maintaining accounts with the County of San Diego and San Diego County Credit 
Union.   Accounts with the County serve as the primary depository for the fund balance and 
used for most receivable/payable transactions.  LAFCO maintains these accounts through a 
County issued PeopleSoft license via the Auditor-Controller’s Office.  An account with the San 
Diego County Credit Union is separately used to cover relatively small and/or time sensitive 
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transactions and provides LAFCO access to its own credit line.   Transactions within this 
account are maintained through QuickBooks.  Management of all LAFCO accounts is also 
aided through a contract with Leaf and Cole LLP (San Diego) to provide monthly 
bookkeeping and reconciliation services.1    

 
DISCUSSION  
 
This item is for San Diego LAFCO to receive an outside audit prepared by O’Conner & 
Associates (Novato) on the financial statements prepared by staff for 2022-2023.  The report 
is part of the adopted workplan and accompanied by a management letter addressed to the 
Commission summarizing O’Conner & Associates’ findings with respect to compliance and 
internal controls.  An outlining of key items drawn from the outside audit follow and further 
detailed in the management’s discussion and analysis section included in the report.  
 

• LAFCO finished June 30, 2023 with a fund balance of $1,613,310 and reflects a change 
over the prior fiscal year of 108,369 or 7.2%.  This change ties to an operating surplus 
marked by revenues exceeding budgeted totals and similarly expenses falling short 
of budgeted totals.  The ending fund balance is entirely unrestricted. 

 
• LAFCO’s finished June 30, 2023 with a net position of $20,628, which includes all 

accrued long-term liabilities (i.e., pension).     The total reflects an improvement over 
the prior fiscal year of $51,392 or 167.1%.    
 
-  LAFCO’s adjusted net position less any accrued pension liabilities totals $1,358,633 

and reflects a change of 213,255 or 14.7%.   
 

• No adjustments were necessitated during the audit process. 
 

• The management letter makes no new recommendations. 
 

• The management letter notes the recommendation from last year’s audit covering 
2021-2022 remains outstanding to establish a capitalization policy for right-to-use 
lease liabilities over $40,000.  

 
ANALYSIS  
 
The outside audit and accompanying management letter from O’Conner & Associates 
affirmatively attest San Diego LAFCO’s financial statements accurately reflect the 
Commission’s financial position as of June 30, 2022.   It also attests LAFCO’s accounting 
practices are good with no material weaknesses and/or omissions were identified.   Credit for 
this clean audit belongs to Commission Clerk Erica Sellen and Interim Commission Clerk 
Michaela Peters along with LAFCO’s contract bookkeeper – Leaf and Cole LLP.   
 

 
1  San Diego LAFCO amended its fiscal policies in March 2009 to establish an annual outside audit process.  Davis Farr (Irvine) prepared 

the first outside audit covering 2008-2009 and proceeded to prepare annual audits thereafter through 2017-2018.  The Commission 
transitioned outside auditing services to R.J. Ricciardi (now O’Conner & Associates) beginning with 2018-2019. 
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RECOMMENDATION  
 

It is recommended San Diego LAFCO formally receive and accept the outside audit and 
associated management letter for 2022-2023 and provide any direction to staff going 
forward.  This recommendation is provided as Alternative One in the proceeding section.  
 
ALTERNATIVES FOR ACTION 
 
The following alternatives are available to San Diego LAFCO through a single motion: 

 
Alternative One (recommended): 
Accept and file the audit report and accompanying management letter for 2022-2023 with 
any related direction going forward. 
 
Alternative Two: 
Continue the item to the next regular meeting and provide direction to staff for additional 
information as needed. 
 

PROCEDURES  
 
This item has been placed on the agenda for action as part of San Diego LAFCO’s business 
calendar.  The following procedures, accordingly, are recommended. 
 

1)  Receive verbal report from staff unless waived. 
2)  Commission discussion.  
3)  Consider the staff recommendation.  

 
On behalf of staff,  

 
Keene Simonds       
Executive Officer       
 
 
 

 
 
 
 
 
 
 
 

 

Attachments:   
 
1)    Audit Management Letter 
2)   Outside Audit for 2022-2023 
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