
Written materials relating to an item on this agenda that are distributed to the legislative 
bodies within 72 hours before the item is to be considered at its regularly scheduled 
meeting will be made available for public inspection at the City Clerk’s Office, 300 
West Third Street 4th Floor during customary business hours. Agenda reports are also 
on the City of Oxnard web site at www.oxnard.org. 

 
 

In compliance with the Americans with Disabilities Act, if you require special assistance to participate in a meeting, please contact 
the City Clerk’s Office at 385-7803.  Notice at least 72 hours prior to the meeting will enable the City to reasonably arrange for 
your accessibility to the meeting. 

Agenda Item time estimates: (Staff Presentation / Committee Discussion / Public Comment)  
 

AGENDA 
OXNARD CITY COUNCIL 

FINANCE AND GOVERNANCE COMMITTEE 
Council Chambers, 305 West Third Street 

July 14, 2020 
Regular Meeting - 9:30 to 10:45 AM 

 

A. ROLL CALL, POSTING OF AGENDA, FLAG SALUTE 
    

 

B. PUBLIC COMMENTS ON ITEMS NOT ON THE AGENDA 

  

At this time, the legislative body will consider public comments for a maximum of fifteen minutes. A 
person may address the legislative body only on matters not appearing on the agenda and within the 
subject matter jurisdiction of the legislative body. Speaker requests shall be submitted as set forth on the 
first page of this agenda. Based on the number of speaker requests submitted, the presiding officer may 
impose time limits per speaker. Typically, speakers are limited to two minutes, but shorter time may be 
established as deemed necessary. The legislative body cannot enter into a detailed discussion or take 
action on any items presented during public comments at this time. Such items may only be referred to 
the City Manager for administrative action or scheduled on a subsequent agenda for discussion. 

    
 

C. CONSENT AGENDA 
    

 

  1. City Clerk Department  
    SUBJECT: Approval of Minutes. 

    RECOMMENDATION: That the Finance and Governance Committee approve the minutes of the 
June 23, 2020 regular meeting as presented. 

    Contact: Michelle Ascencion, (805) 385-7805 
 

This meeting is held pursuant to the State Emergency Services Act, the Governor's Emergency Declaration, and Governor's Executive Order N-29-20 
to allow members of the City Council or staff to participate via teleconference.  
Pursuant to the Ventura County Public Health Official’s order and Governor’s Executive Order N-33-20, all city buildings are temporarily closed to the 
public. The public is encouraged to view the meeting from home on the City’s website at Oxnard.org/city-meetings, Spectrum channel 10, Frontier 
channel 35, or YouTube at Youtube.com/oxnardnews. Video recordings are typically available online immediately following the meeting.  
The public may provide comments to the City Council via email at cityclerk@oxnard.org no later than 8:00 a.m. on the day of the meeting. Please 
identify the committee name, meeting date, and agenda item in the email Subject line.  
A telephone option for public comments is also available at this time due to the State of California “Stay At Home” order. Requests to speak must be 
submitted no later than 8:00 a.m. on the day of the meeting. Use the form on the city’s website to submit your request: Oxnard.org/city-meetings, or 
call the City Clerk’s Office at (805) 385-7803, or email your request to cityclerk@oxnard.org. 
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D. REPORTS 
    

 

  1. Finance Department  
    SUBJECT: Presentation of Internal Control - Integrated Framework. (20/20/10) 

    

RECOMMENDATION: That the Finance and Governance Committee receive a presentation on the 
Internal Control – Integrated Framework (ICIF), provide feedback on such framework and 
associated proposed policies, and give authorization for staff to present the item to City Council to 
adopt the following four framework implementing policies and approve the ICIF: 
1) FPOL 1.01 Adoption of Internal Control – Integrated Framework  
2) FPOL 1.02 Adoption of Internal Control Oversight Responsibilities 
3) FPOL 1.03 Internal Control - Finance and Governance Committee Duties and Responsibilities 
4) FPOL 1.04 Assignment of Authority and Responsibility for Achieving Operational, Reporting 
and Compliance Objectives 
5) City of Oxnard, California Internal Control – Integrated Framework. 

    Contact: Kevin Riper, (805) 385-7475 
 

  2. Information Technology Department  

    SUBJECT: Response to Grand Jury Report, “Cybersecurity Strategies for Cities in Ventura 
County.” (5/5/5) 

    

RECOMMENDATION: That the Finance and Governance Committee recommend the City Council 
authorizes the Mayor, the City Manager, and the Chief Information Officer to respond on behalf of 
the City Council, to the Grand Jury Report titled “Cybersecurity Strategies for Cities in Ventura 
County” dated May 21, 2020, in the form included as the attachment titled “Response To Grand 
Jury Report Form.” 

    Contact: Keith Brooks, (805) 385-7597 
 

  3. City Manager Department  
    SUBJECT: Annual Delegation of Investment Authority and Investment Policy. (5/5/5) 

    

RECOMMENDATION: That the Finance and Governance Committee recommend the City Council 
adopt a resolution: 
1. Delegating investment authority to the City Treasurer; and  
2. Adopting the FY 2020-21 investment policy for the City. 

    Contact: Alexander Nguyen, (805) 385-7430 
 

E. ITEMS FOR FUTURE AGENDAS 
    

 

F. ADJOURNMENT 
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M I N U T E S
OXNARD CITY COUNCIL

FINANCE AND GOVERNANCE COMMITTEE
Regular Meeting

June 23, 2020

A. ROLL CALL, POSTING OF AGENDA, FLAG SALUTE

At 9:32 a.m., Member Lopez (serving as Acting Chair), called to order the regular meeting of the 
Oxnard City Council Finance and Governance Committee in the City Hall Council Chambers at 305 
W. Third Street, Oxnard, California. The City Clerk called the roll and announced the posting of the 
agenda. Members Vianey Lopez and Bert E. Perello were present via videoconference; Chair Tim 
Flynn was absent (arrived at 10:12 a.m.).

Staff members present were Shiri Klima, Deputy City Manager; Stephen M. Fischer, City Attorney; 
Jay Duncan, Public Works Call Center Manager; Eden Alomeri, Assistant City Treasurer; and 
Michelle Ascencion, City Clerk.

B. PUBLIC COMMENTS ON ITEMS NOT ON THE AGENDA   (None received.)

C. CONSENT AGENDA

City Clerk Department

1. SUBJECT: Approval of Minutes.
RECOMMENDATION: That the Finance and Governance Committee approve the 
minutes of the May 26, 2020 regular meeting as presented.

It was moved by Member Perello, seconded by Member Lopez, to approve the minutes as presented. 
VOTE: Lopez and Perello voted in favor; the motion carried 2-0.

D. REPORTS

City Manager Department

1. SUBJECT: City of Oxnard Internal Audit Department Whistleblower Summary Update.
RECOMMENDATION: That the Finance and Governance Committee receive and file the 
Internal Auditor Update on Whistleblower Matters.

Henry Oum of Price Paige & Company gave a report. Discussion ensued among the Committee, 
staff, and Mr. Oum. No action was required.

Public Works Department

2. SUBJECT: Utility Rate Assistance Program (“Project Assist”) Update.
RECOMMENDATION: That the Finance and Governance Committee recommend that 
the City Council:
1. Adopt a Resolution for the Ratepayers Assistance Program (“Project Assist” – Year 4) 
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in Fiscal Year 2020-21 for utility bills to assist Oxnard low-income residents and 
authorize staff to grant financial relief equal to a constant $15.00 credit for the monthly 
utility service charged to customers who meet the eligibility requirements discussed in this 
staff report; and
2. Authorize staff to direct up to $145,000 from penalty fees charged to current customers 
who pay their bills late to fund the Utility Rate Assistance Program in Fiscal Year 2020-21.

The Public Works Call Center Manager gave a report. Discussion ensued among the Committee 
and staff. 

It was moved by Member Perello, seconded by Member Lopez, to forward the item for full Council 
consideration. VOTE: Lopez and Perello voted in favor; the motion carried 2-0.

City Manager Department

3. SUBJECT: Senior Utility Rate Assistance.
RECOMMENDATION: That the Finance and Governance Committee recommend that 
the City Council authorizes staff to distribute $13,200 collected from donations held in 
Fund 571 to assist low income seniors with utility payments.

The Assistant City Treasurer gave a report. (Chair Flynn arrived at this time.) Discussion ensued 
among the Committee and staff.

It was moved by Member Lopez, seconded by Member Perello, to approve the recommended action 
as presented. VOTE: Flynn, Lopez, and Perello voted in favor; the motion carried 3-0.

E. ITEMS FOR FUTURE AGENDAS   

Chair Flynn recommended reviewing previous requests for future items. Member Perello requested 
an update on the financial status of the three city utilities.

F. ADJOURNMENT

There being no further business on the agenda, and without objection, Chair Flynn adjourned the 
meeting at 10:26 a.m.

MICHELLE ASCENCION, CMC TIM FLYNN
City Clerk Chair
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 FINANCE AND GOVERNANCE COMMITTEE
 AGENDA REPORT

 

REPORTS
AGENDA ITEM NO. D.1 

  
  
DATE: July 14, 2020
  

TO: Finance & Governance Committee
  

FROM: Kevin Riper, Chief Financial Officer, (805) 385-7475, kevin.riper@oxnard.org
  

SUBJECT: Presentation of Internal Control - Integrated Framework. (20/20/10)
 

RECOMMENDATION
 

That the Finance and Governance Committee receive a presentation on the Internal Control – Integrated 
Framework (ICIF), provide feedback on such framework and associated proposed policies, and give 
authorization for staff to present the item to City Council to adopt the following four framework implementing 
policies and approve the ICIF:
1) FPOL 1.01 Adoption of Internal Control – Integrated Framework 
2) FPOL 1.02 Adoption of Internal Control Oversight Responsibilities
3) FPOL 1.03 Internal Control - Finance and Governance Committee Duties and Responsibilities
4) FPOL 1.04 Assignment of Authority and Responsibility for Achieving Operational, Reporting and 
Compliance Objectives
5) City of Oxnard, California Internal Control – Integrated Framework.
 

BACKGROUND
 

Internal controls are the mechanisms, rules and procedures implemented by an organization to ensure the 
integrity of financial and accounting information, promote accountability, and prevent fraud.  Internal controls 
can also help improve operational efficiency by improving the accuracy and timeliness of financial reporting. 

Over the past few years, the City began improving internal controls.  In the early stages, the City Manager 
relied on audit findings and recommendations of auditors and consultants to begin developing controls such as 
the Corrective Action Plan in which the Finance Department reports back to the Finance and Governance 
Committee and City Council every six months.  

In the fiscal year 2019-20 budget, the City Council approved a new position for the Finance Department – 
Senior Manager of Internal Controls – to focus primarily on helping the organization strengthen its internal 
controls and provide oversight and monitoring to ensure controls continue to operate as designed.  

DISCUSSION

The audit findings in the Single Audit Report for fiscal year ending 2015 and subsequent reports highlighted 
the need for the City to adopt an Internal Control - Integrated Framework (ICIF) as a policy document and to 
develop the necessary internal controls that will help the City safeguard its assets and achieve its purpose of 
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serving the Oxnard community.  The ICIF would take the internal control process one step further than what 
the City has done in the prior years by being more comprehensive. 

In July 2018, the City Council was first introduced to the concept of implementing the ICIF standards of the 
Committee of Sponsoring Organizations of the Treadway Commission (COSO).  The COSO ICIF is the most 
widely implemented standard for effective internal control systems.   

The ICIF recommends nine policies to be adopted, unless already implemented through other processes or 
controls.  The City Council policies define the City Council’s role with respect to internal controls.  Staff will 
be presenting the recommended policies in stages utilizing the framework components that will be discussed in 
the presentation.  The first four framework implementing policies are related to the control environment 
component of the framework. More specifically, the first four implementing policies recommended for Council 
consideration are:

- 1.01 The use of the recognized national and state internal control standards and practices, which include 
COSO's 17 internal control principles;

- 1.02 Council oversight responsibilities in the development and performance of internal control;

- 1.03 The Finance and Governance Committee serves as the audit committee in respect to internal controls; 
and

- 1.04 Delegation of authority to the City Manager and any elected officials with managerial responsibilities. 

A fifth policy titled “Performance Evaluations of City Manager and City Attorney” is not needed because the 
City already has a process for conducting these evaluations, which is managed by the Human Resources 
Department. 

The ICIF also includes sixteen Administrative Implementation Guidelines (Guidelines).  These Guidelines are 
to assist the City Manager in developing and deploying control activities throughout the organization.  For 
example, Guideline 6 is regarding financial management and operations training, and Guideline 7 is regarding 
succession and turnover contingency planning.  The Guidelines do not need to be adopted by City Council but 
rather are Guidelines that the City Manager will adopt and implement at the administrative level.  

Adoption of City Council policies and the ICIF is only the first step.  For them to be effective, the City will 
need to commit time, skills, technology, and appropriate financial resources.  Accountability for 
implementation will be required.  The lack of sufficient resources allocated to internal control resulted in the 
many problems identified over the years by third-party experts and the City’s own staff, Council and 
residents.  Additionally, management is accountable for developing and/or maintaining the necessary internal 
controls for the City’s most significant business systems and processes.  The combination of these factors will 
allow the City to build on and strengthen a culture that strives to provide the level of services desired by the 
community while protecting City resources. 

More detailed control documentation will be completed over the course of the next year to address remaining 
Single Audit findings and other identified issues.  Additionally, over the next two to three years, significant 
changes will affect the financial reporting environment of the City, especially the implementation of a new 
enterprise resource planning (ERP) system.  Many controls that are currently performed manually and therefore 
subject to human error can be automated in the ERP system, which will further reduce the risk of errors in 
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financial reporting.  

If the Committee recommends Council adopt the four framework implementing policies and approve the ICIF, 
staff will prepare a resolution of the Council adopting these policies, approving the ICIF, and modifying the 
Council Committee bylaws regarding the Finance and Governance Committee's delegated responsibilities 
accordingly.
 

STRATEGIC PRIORITIES
 

This agenda item supports the Organizational Effectiveness strategy. The purpose of the Organizational 
Effectiveness strategy is to strengthen and stabilize the organizational foundation of the City in the areas of 
Finance, Information Technology, and Human Resources, and to improve workforce quality while increasing 
transparency to the public. This item supports the following goals and objectives:

Goal 1. To help foster a healthy and accountable corporate foundation by strengthening the support functions of 
the organization, which include Finance, Information Technology and Human Resources. 

Objective 1b. Establish an Internal Audit Program to complete performance audits of identified programs to 
ensure compliance with state and federal law and that Council policy is adhered to.

Objective 1c. Develop written procedures to address Internal Control recommendations from Auditor.

Objective 1d. Ensure adequate systems are established, reviewed, and updated within the Human Resources 
Department related to personnel policies and procedures, employee compensation, benefits, recruitments, 
testing and other human resources related systems.
 

FINANCIAL IMPACT
 

There is no financial impact at this time. 
 

Prepared by: Christine Williams, Senior Manager, Internal Controls
 

ATTACHMENTS
1. FPOL 1.01 Adoption of Internal Control - Integrated Framework
2. FPOL 1.02 Adoption of Internal Control Oversight Responsibilities
3. FPOL 1.03 Internal Control - Finance Committee Duties and Responsibilities
4. FPOL 1.04 Assignment of Authority and Responsibility for Achieving Operational, Report and 

Compliance Objectives
5. City of Oxnard, Internal Control - Integrated Framework
6. Internal Control - Integrated Framework Presentation

ITEM #D-1

7



 
City of Oxnard Finance Policy 

TITLE 
 

Adoption of Internal Control – Integrated Framework 

PAGE   
 

1 of 5 

NUMBER  
 

FPOL 1.01 

VERSION 
 

1.0 

DOCUMENT OWNER 
 

Christine Williams 

EFFECTIVE DATE 
 

9/1/2020 

PROCEDURE OWNER 
 

Christine Williams 

TITLE 
 

Sr. Mgr, Internal Controls 

(Signature)  DATE 
 

7/14/2020 

 

1.0 POLICY STATEMENT 

The City Council adopts the Internal Control – Integrated Framework (ICIF) and includes in this policy the 

17 internal control principles of the Committee of Sponsoring Organizations (COSO).  The use of 

recognized national and state internal control standards and practices shall be expected of all City 

officials.  

The ICIF shall serve as the underpinning of all the City of Oxnard’s internal control policies and 

implementation guidelines and activities.  The City Manager is directed to use the ICIF and 17 COSO 

principles when creating policies and implementing internal controls whenever it is feasible, effective and 

efficient.   

2.0 SCOPE  

The policy covers all of the City of Oxnard’s internal control activities as it relates to the development and 

implementation of internal controls. It applies to all City officials.  The principles that follow have been 

adapted to the City of Oxnard environment.   

3.0 BACKGROUND 
 

3.1.1. The City of Oxnard needs an overarching and unifying framework for its internal controls.  

The California State Controller’s Office (SCO) issued Internal Control – Guidelines for Local 

Government Agencies in 2015 to improve local governments’ ability to reach their goals by 

maintaining strong internal controls.  The Federal Office of Management and Budget 

(OMB), through its Uniform Guidance (2 CFR 200) required federal grantees to implement 

effective internal controls in the first fiscal year following the December 2014 effective date 

of the regulations.  For the City of Oxnard this was the fiscal year ending June 30, 2016.   

Other recognized sources for developing and maintaining the ICIF include the Green Book 

of United States Government Accountability Office (GAO), the Statements of Auditing 

Standards (SAS) of the Auditing Standards Board (ASB) of the American Institute of 

Certified Public Accountants (AICPA), the California Committee on Municipal Accounting 

(CCMA), the Generally Accepted Government Auditing Standards (GAGAS, Yellow Book) 

of the GAO and best practices suggested by the Government Finance Officers Association 

(GFOA). 

ITEM #D-1

8



 

City of Oxnard Finance Policy 

TITLE 
 

Adoption of Internal Control – Integrated Framework 

PAGE  
 

2 of 5 

 NUMBER  
 

FPOL 1.01 

VERSION 

1.0 
DOCUMENT OWNER 
 

Christine Williams 

EFFECTIVE DATE 
 

9/1/2020 

 

4.0 DEFINITIONS 

Term Definition 

Internal Control – Integrated 
Framework (ICIF) 

A system of internal controls designed to address three main 
categories of internal control objectives which are 1. Operations 
2.  Reporting and    3. Compliance.  

Committee of Sponsoring 
Organizations (COSO) 

A joint initiative of the five private sector organizations 
(American Accounting Association, American Institute of 
Certified Public Accountants, Financial Executives International, 
Institute of Management Accountants, and the Institute of 
Internal Auditors) and is dedicated to providing thought 
leadership through the development of frameworks and 
guidance on enterprise risk management, internal control and 
fraud deterrence. 

California State Controller’s Office 
(SCO) 

Accountability and disbursement of the State of California’s 
financial resources.  

Federal Office of Management and 
Budget (OMB) 

An agency of the federal government that evaluates, 
formulates, and coordinates management procedures and 
program objectives within and among departments and 
agencies of the Executive Branch. 

Uniform Guidance (2 CFR 200) An authoritative set of rules and requirements for Federal 
awards.  

City Officials Managers of the organization at all levels. 

5.0 INTERNAL CONTROL OBJECTIVES 

The ICIF provides for three categories of objectives, allowing City leaders to focus on different aspects of 

internal control.  Objectives within each category are established by the City Manager to achieve City 

Council goals.  

5.1.1 Operations Objectives.  These pertain to effectiveness and efficiency of the City’s operations 

including operational and financial performance goals and safeguarding assets against loss.   

5.1.2 Reporting Objectives.  These pertain to internal and external financial and non-financial 

reporting and may encompass reliability, timeliness, transparency, or other objectives set forth by 

regulators, recognized standard-setters or City Council policies.  

5.1.3 Compliance Objectives.  These pertain to adherence to state and federal laws and 

regulations and to City Code provisions or City Council policies.  
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5.2 ICIF Components to Achieve Internal Control Objectives 

The ICIF is based on five components that are intended to work together to provide reasonable 

assurance that the operational, reporting and compliance objectives may be achieved.  The five 

components are:  

5.2.1.1 Control Environment.  Based on ethical conduct, competence and accountability, 

this is the foundation for an internal control system.  It provides the support and 

structure to help the City achieve its objectives.  

5.2.1.2 Risk Assessment. Identifies and analyzes the risks facing the City as it seeks to 

achieve its objectives.  This assessment provides the basis for prioritizing and 

developing appropriate internal controls to eliminate or reduce risks.  

5.2.1.3 Control Activities.  This component represents the actions management establishes 

through policies and procedures to achieve objectives and respond to risks in the 

internal control system, which includes the City’s information systems.  

5.2.1.4 Information and Communication.  These are the processes that produce relevant, 

quality information that managers and staff use to support the internal control system.  

5.2.1.5 Monitoring.  These are the processes managers establish and operate to assess the 

execution and quality of internal control activities over time and to promptly resolve 

the findings of audits and other reviews.  

6.0 INTERNAL CONTROL PRINCIPLES 

There are 17 principles within the five components of the ICIF.  The principles that follow have been 

adapted to the City of Oxnard environment.  The term “City officials” refers to managers of the 

organization at all levels.   
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Components of Internal 
Control Systems 

Principle 

A. Control Environment 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1. City officials demonstrate a commitment to integrity and ethical 
values. 

2. The City Council demonstrates independence from 
management and exercises oversight of the development and 
performance of internal control. 

3. City management establishes, with Council oversight, 
structures, reporting lines, and appropriate authorities and 
responsibilities in the pursuit of objectives.  

4. City officials demonstrate a commitment to attract, develop, 
and retain competent individuals in alignment with objectives.  

5. City officials hold individual(s) accountable for their internal 
control responsibilities in the pursuit of City of Oxnard 
objectives. 

B. Risk Assessment 6. City officials specify objectives with sufficient clarity to enable 
the identification and assessment of risks relating to objectives.  

7. City officials identify risks to the achievement of objectives 
across the entity and analyze risks as a basis for determining 
how the risks should be managed.  

8. City officials consider the potential for fraud in assessing risks 
in achieving objectives. 

9. City officials identify and assess changes that could 
significantly impact the systems of internal control. 

C. Control Activities 10. City officials select and develop control activities that contribute 
to the mitigation of risks in achieving objectives to acceptable 
levels.  

11. City officials select and develop general control activities over 
technology to support the achievement of objectives.  

12. City officials deploy control activities through policies that 
establish what is expected and procedures that put policies in 
place. 

D. Information and 
Communication 

13. City officials obtain or generate and use relevant, quality 
information to support the functioning of internal control. 

14. City officials internally communicate information, including 
objectives and responsibilities for internal control, necessary to 
support the functioning of internal control. 

15. City officials communicate with external parties regarding 
matters affecting the functioning of internal control. 
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E. Monitoring Activities 16. City officials select, develop, and perform ongoing and/or 
separate evaluations to ascertain whether the components of 
internal control are present and functioning. 

17. City officials evaluate and communicate internal control 
deficiencies in a timely manner to those parties responsible for 
taking corrective action, including Senior Manager of Internal 
Controls, senior management, Finance and Governance 
Committee, and the City Council, as appropriate.  

7.0 ROLES AND RESPONSBILITIES 

Refer to FPOL 1.02 Adoption of Internal Control Oversight Responsibilities 

8.0 RELATED CITY OF OXNARD REFERENCES 

 
FPOL 1.02  Adoption of Internal Control Oversight Responsibilities 

FPOL 1.03  Internal Control – Finance Committee Duties and Responsibilities  

FPOL 1.04  Assignment of Authority and Responsibility for Achieving Operational, Reporting 

and Compliance Objectives 

9.0 DOCUMENT HISTORY 

 

Version Summary of Changes Reason for Changes 

1.0 New policy New policy 
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1.0 POLICY STATEMENT  

The City Council shall identify and accept its oversight responsibilities in the development and 

performance of internal control.  This includes the following:  

a. Ensuring that City Council appointees have the skills, knowledge, and experience necessary for 

their job duties and responsibilities;  

b. Applying objectivity in evaluating information and when making decisions;  

c. Ensuring the completion of periodic risk assessments; and  

d. Following up on completion of actions to address audit findings.  

2.0 SCOPE  

The policy applies to the City of Oxnard organization and benefits the City of Oxnard community by 

creating a control environment based on ethical practices, competency and compliance with laws, 

regulations and policies.   

3.0 BACKGROUND 
 

3.1.1. The City Council performs a critical oversight responsibility on behalf of the Oxnard 

community to provide a strong internal control framework and accurate financial reporting.  

The City Council does this by exercising its oversight duties and working with the City 

Manager, City Attorney and other officials to create a control environment based on ethical 

practices, competency and compliance with laws, regulations and policies.  

4.0 DEFINITIONS 

Term Definition 

Oversight  To exercise supervision/management/governance over the 
development and performance of internal control.  

Objectivity A person (or their judgment) not influenced by personal feelings 
or opinions in considering and representing facts. 

Risk Assessment A systematic process of evaluating the potential risks that may 
be involved in a projected activity or undertaking at all levels. 
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5.0 ROLES AND RESPONSIBILITIES 

 

Role Responsibility 

City Council  Exercise its oversight duties, working with the City Manager, City 
Attorney and other officials, to create a control environment based on 
ethical practices, competency and compliance with laws, regulations and 
policies.  

 
 

CITY OF OXNARD REFERENCES 

FPOL 1.01 Adoption of Internal Control – Integrated Framework 
 

6.0 DOCUMENT HISTORY 

 

Version Summary of Changes Reason for Changes 

1.0 New policy New policy 
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1.0 POLICY STATEMENT  

1.1.1 The City Council shall add audit committee responsibilities to the role of the Finance and 

Governance Committee (F&GC).  The F&GC was established through City Code Section 

2-1.1 and Bylaws (See Resolution No. 15,286 for such delegation).  The City Council 

establishes the F&GC as a critical element in the City’s internal control environment.  The 

responsibilities will be consistent with best practices recommended for an audit 

committee by the Government Finance Officers Association (GFOA) Best Practice – 

Audit Committees.  It is also consistent with the State Controller’s Office’s (SCO) 

recommendations in its publication Internal Control Guidelines – California Local 

Agencies.  

1.1.2 The City Council will adequately fund the work of the F&GC, including the cost of the 

financial auditors and internal auditors who report to it and the experts it engages to fulfill 

its responsibilities, through adoption of appropriations in the budget resolution.  The City 

Manager and City Attorney shall assign staff support to the F&GC. 

1.1.3 Composition and Meetings.  The F&GC shall be composed of three of the seven 

members from the City Council.  GFOA recommends that members of the F&GC have a 

basic understanding of governmental financial reporting and auditing or be willing to 

attend training to obtain that understanding.  

1.1.4 No elected or appointed official who exercises managerial responsibilities that fall within 

the scope of a financial audit or internal audit should serve as a member of the committee 

or as an advisor to the F&GC.  Members of the F&GC have a duty to exercise an 

appropriate degree of professional skepticism in their interactions with financial auditors, 

internal auditors, other elected officials with assigned internal control or managerial 

responsibility and management.   

1.1.5 The F&GC shall meet per City Code Section 2-1.1 and Bylaws (See Resolution No. 

15,286 for such delegation) but may schedule additional meetings as necessary to fulfill 

its duties and responsibilities.  The F&GC shall, at its discretion, have access to the 
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services of financial experts and appropriate specialists, if required, to assist in fulfilling 

responsibilities in its role as the audit committee of the City.  

The financial expert(s) and appropriate specialists should, through education and 

experience relevant to the government sector, understand generally accepted accounting 

principles (GAAP) and financial statements, be experienced in preparing or auditing 

financial statements of a comparable agency, be experienced with applying such 

principles in connection with accounting for estimates, accruals and reserves, be 

experienced with internal controls, and understand audit committee functions.   

Responsibilities.  The F&GC shall be responsible for all of the following:  

a. Advise the City Council and provide oversight for policies to implement or improve the City’s 

internal controls and financial condition.  

b. Review City Council appointees’ performance related to implementing internal control activities.  

c. Review instances where City staff has overridden internal controls in connection with significant 

or material matters.  

d. Review non-routine, significant or material financial matters so it can advise the City Council on 

those matters.  Non-routine matters include items not managed in the normal course of municipal 

operations or matters not covered by existing policies.  In this policy, “significance” relates to the 

potential for the matter to threaten achievement of significant operating, reporting or compliance 

objectives with financial implications.  “Materiality” relates to the size of the financial impact of the 

matter on the City.  

e. Advise the City Council on new and modified financial management policies.  Policies would 

include, but not be limited to, budgeting, capital improvement/construction in progress, revenues, 

fund balance, reserves, debt, accounting and risk management.  It may also review, discuss and 

recommend changes to policies or City Code sections to modernize the City’s administrative and 

regulatory framework to implement financial audit or internal audit findings or modernize and 

improve the City’s financial condition, internal control framework and business processes.  

f. Provide oversight of management’s development of policies relating to maintaining a strong 

control environment and work with management to plan periodic risk assessments related to 
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achieving the Council’s strategic goals and related operational, reporting and compliance 

objectives.  

g. Review finance related City Council policies at least every five years.  

h. Carry out Audit Committee responsibilities as follows:  

1. Recommend to the full City Council the appointment, compensation, retention and 

oversight of any independent accountants engaged for the purpose of preparing or 

issuing independent financial audit or internal audit reports or performing other 

independent financial audit or internal audit review, agreed upon procedures or attest 

services for the City. 

2. Ensure that all financial auditors and internal auditors engaged by the F&GC pursuant to 

this policy shall report directly to the Committee. 

3. Receive a report from the City Manager (or internal auditor or City Manager’s designee) 

about any employee complaints and their resolutions regarding accounting, internal 

accounting controls or financial auditing matters.  

4. Discuss auditor reports and financial statements with the City Manager, Chief Financial 

Officer and others as the City Manager designates and, at its discretion, meet with the 

City’s financial auditors and experts without management present to discuss reports and 

financial statements.  

5. Have access to all reports from internal and independent or regulatory external auditors.  

6. Exercise oversight to assure that financial audit and internal audit findings are promptly 

addressed by management.  

7. Review City Code Section 2-1.1 and Bylaws (See Resolution No. 15,286 for such 

delegation) establishing the F&GC not less than every five years to assess its continued 

adequacy.  

Nothing in this policy should be interpreted to limit the City Council from exercising its ultimate authority 

related to the matters described herein.  
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2.0 SCOPE  

The policy covers, as it relates to the City of Oxnard’s internal control environment, the oversight duties of 

the F&GC. It applies to the F&GC members as designated.   

3.0 BACKGROUND 
 

3.1.1. The City’s independent financial auditor identified the lack of an audit committee as a 

material weakness in the Fiscal 2015 Single Audit.  The SCO, Committee of Sponsoring 

Organizations of the Treadway Commission (COSO) and GFOA best practices recommend 

that a local government establish an audit committee to support the Council in its oversight 

responsibilities.  

4.0 DEFINITIONS 

Term Definition 

Internal Control – Integrated 
Framework  

A system of internal controls designed to address three main 
categories of internal control objectives which are 1.  
Operations   2.  Reporting and 3.  Compliance.  

California State Controller’s Office 
(SCO) 

Accountability and disbursement of the State of California’s 
financial resources. 

Government Finance Officers 
Association (GFOA) 

A professional organization that represents public finance 
officials throughout the United States and Canada.  The 
organization provides best practice guidance, consulting, 
networking opportunities, publications and periodicals, 
recognition programs, research, and training opportunities for 
those in the profession. 

Generally Accepted Accounting 
principles (GAAP) 

Common set of accounting principles, standards and 
procedures utilized by state and local governments. 

Significance The potential for the matter to threaten the achievement of 
significant operating, reporting or compliance objectives with 
financial implications.  

Oversight To exercise supervision/management/governance over internal 
control. 

Auditor Independent financial auditor or internal auditor.  
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5.0 ROLES AND RESPONSIBILITIES 

 

Role Responsibility 

Finance and 
Governance Committee 
(F&GC) 

Exercises oversight of internal controls and audit committee 
responsibilities consistent with GFOA best practices and the State 
Controller’s Office recommendations on internal control.  

 
 

CITY OF OXNARD REFERENCES 

FPOL 1.01 Adoption of Internal Control – Integrated Framework 
FPOL 1.02 Adoption of Internal Control Oversight Responsibilities 
 

6.0 DOCUMENT HISTORY 

 

Version Summary of Changes Reason for Changes 

1.0 New policy New policy 
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1.0 POLICY STATEMENT 

The City Council provides the following delegations:  

1.1.1 City Manager.  The City Council delegates to the City Manager responsibility for 

implementing the following:  

 

1. Strategic planning process for the City Council to establish its annual and/or 

multi-year goals.  

2. Budget and service planning processes.  

3. Efficient and effective staffing and organization structure.  Organization of staffing 

assignments and structures designed to achieve objectives and mitigate risks.  

4. Processes and delegations to implement the ICIF and risk mitigations.  

5. Individual accountability for performance related to internal control 

responsibilities, ethical behavior and achievement of objectives.  

 

 

1.1.2 The City Council further expects that the City Manager will hold department heads and all 

staff accountable for the following:  

1. Continuously improving systems by implementing best practices; 

2. Communicating expectations regarding implementing and adhering to the ICIF; 

3. Evaluating employees’ performance in implementing and adhering to ICIF; and  

4. Providing training to employees.  

 

1.1.3 Elected officials with managerial assignments.  Elected officials who also have 

managerial assignments are subject to the same standards of ethical behavior and 

performance as the City Manager and department heads.  For statutory responsibilities, 

limits on elected officials’ authority shall be clearly described in City Council policies.  

Where policies are unclear, the City Manager, elected officials or the City Council shall 

propose changes that result in improved clarity and performance.  

2.0 SCOPE  

The policy covers the oversight of the City of Oxnard organization in support of internal controls.  It 

applies to the City Council, elected officials with managerial assignments and the City Manager.  
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3.0 BACKGROUND 

 

3.1.1 Under the council-manager form of government, the City Council sets policy and the City 

Manager is responsible for carrying out that policy, along with managing the organization 

and ensuring accountability for performance of all employees under his or her direction.  As 

related to the Internal Control – Integrated Framework (ICIF), the City Council expects the 

City Manager to provide oversight of the organization in support of internal controls.  

Two types of control authorization are described below for this City Council policy.  

1. Risk-based controls.  Controls intended to address risks and objectives that will 

become a managerial responsibility and related performance measures must be 

approved by the City Manager or his/her designee. 

2. Compliance and reporting controls.  Controls and objectives that address legal 

compliance should be reviewed by the City Attorney or his/her designee.  Controls 

or reporting objectives related to financial management should be reviewed by the 

Chief Financial Officer or his/her designee.  Other compliance or reporting related 

controls and objectives should be reviewed with the City’s subject matter expert for 

non-financial reporting or non-financial compliance.  

The ICIF includes an expectation that structures will be in place that will provide 

reasonable assurance that the City is meeting its operational, reporting and compliance 

objectives for internal control.  The basic structures that should be in place, which rely on 

the City Manager to organize and manage, follow:  

1. Strategic plan.  A strategic plan or set of clear goals approved by the City Council 

based on:  

a. A clear understanding of the City’s current financial condition as well as 

long-range financial and economic forecasts; 

b. City Council and community priorities;  
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c. Periodic risk assessments identifying those risks that could prevent City 

leaders from achieving operating, reporting and compliance objectives 

or reaching its goals; and  

d. Consistent application of ethics and values.  

2. Budget and service planning processes.  Budget and service planning processes 

that provide clear, measurable objectives to achieve the operating, reporting and 

compliance objectives needed to achieve the City Council’s strategic plan goals.  

3. Staffing and organization structure.  Organization staffing assignments and 

structures designed to achieve objectives and mitigate risks.  

4. Implementing internal controls.  Internal controls designed to achieve objectives 

and mitigate risks.  

5. Accountability.  Individual accountability for performance related to internal 

control responsibilities, ethical behavior and achievement of objectives.  

4.0 DEFINITIONS 

Term Definition 

Internal Control – Integrated 
Framework (ICIF) 

A system of internal controls designed to address three main 
categories of internal control objectives which are 1.  
Operations   2.  Reporting and 3.  Compliance.  

Risk Assessment A systematic process of evaluating the potential risks that may 
be involved in a projected activity or undertaking at all levels. 

5.0 ROLES AND RESPONSIBILITIES 

 

Role Responsibility 

City Council  Sets policy  

City Manager Responsible for carrying out policies along with 
managing the organization and ensuring 
accountability for performance of all employees 
under his or her direction 
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6.0 CITY OF OXNARD REFERENCES 

FPOL 1.01 Adoption of Internal Control – Integrated Framework 
FPOL 1.02 Adoption of Internal Control Oversight Responsibilities 
FPOL 1.03 Internal Control – Finance and Governance Committee Duties and Responsibilities 
 
 

7.0 DOCUMENT HISTORY 

 

Version Summary of Changes Reason for Changes 

1.0 New policy New policy 
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The audit findings in the Single Audit Report for fiscal year ending 2015, 

and subsequent reports, highlighted the need for the City of Oxnard 

(City) to adopt an Internal Control Integrated Framework (ICIF) as a 

policy document, and to develop the necessary internal controls that will 

ultimately help the City safeguard its assets and achieve its purpose of 

serving the Oxnard community. The Committee of Sponsoring 

Organizations of the Treadway Commission’s (COSO) ICIF provides a 

well-established, best practice framework for the adoption of internal 

control principles by the City. 

The City Council (Council) should review and formally adopt the 

recommended policies, unless already implemented through another 

process or control, indicated in the City Council Policies section of this 

document. Upon adoption of the policies, the City Manager and staff will 

then have the responsibility for implementing the Council’s policies, 

taking into consideration the Administrative Implementation Guidelines 

(Guidelines) provided herein. 

The Council Policies and Guidelines in this document are a work in 

progress. Management will continue in developing additional policies 

and Guidelines as necessary. The Guidelines, which address the nine 

recommended Council Policies, do not require Council action but rather 

are provided as background information for the City staff’s 

implementation of Council’s ICIF policies. 

Because the City will build its internal control system using the integrated 

framework over a period of years, the work will evolve. In the early 

stages, the City Manager relied on audit findings and recommendations 

of auditors and consultants to begin developing controls such as the 

Corrective Action Plan in which the Finance Department reports out to 

the F&GC and Council every six months. 

Adoption of the Council Policies and utilization of the Guidelines is only 

the first step. For them to be effective, the City will need to commit time, 

skills, technology, and accountability. Each is described below. 

Summary 

ITEM #D-1

27



Summary City of Oxnard 

2 

 

 

 
 

 Time will be needed by the Council to transfer new duties, 

including audit committee responsibilities, to the F&GC to review 

audit and other reports and recommendations by staff to 

strengthen internal control policies and processes. Time will be 

needed by City staff to develop detailed process workflow 

changes that will implement the many components of these 

internal control Guidelines. This includes training all employees 

who have any role in financial transactions from origination 

through approval, as well as those with recordkeeping and 

custodial responsibilities. It also includes having enough staff in 

administrative positions that can ensure proper oversight of 

internal controls and implementation of the procedures contained 

in the Guidelines. 

 Skills will be needed by members of the F&GC to carry out their 

roles. Skills will also be needed by City staff to carry out the 

additional requirements of internal controls. This means that staff 

must have the technical competence and expertise needed to carry 

out the procedures. They will also need continuous training on 

their responsibilities and any updates to City processes or 

regulatory standards required by rulemaking bodies or other 

third parties. 

 Technology will be needed to reduce the manual labor of the 

City’s current financial system and to introduce preventive 

internal controls that will reduce the potential for errors and 

fraud. 

 Accountability for implementation will be required. This should 

be in the form of performance expectations from the City Manager 

through executive staff to all managers and all employees. 

To provide the time, skills, technology and accountability needed, the 

City will need to commit appropriate financial resources. The lack of 

sufficient resources allocated to internal control results in the problems 

identified by third-party experts and the City’s own staff, 

Councilmembers and residents. 

As the City’s use of the framework matures, integration and operation of 

the system improves and becomes more reliable. Adoption of Policies and 

Guidelines will not be sufficient to change results. Commitment of 

resources and accountability for implementation will be required. 

Additionally, sections of its City Code and Bylaws may need to be 

amended to implement the ICIF. In some cases, the current City Code 
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includes control activities that are not tied to specific risks affecting 

objectives. When control provisions in the City Code do not support 

current objectives or address specific risks, they weaken the integrated 

control process. 

Staff will now be accountable for developing and/or maintaining the 

necessary internal controls for the City’s most significant business 

systems and processes. The combination of these factors will allow the 

City to create a culture that strives to provide the level of services desired 

by the community while protecting City resources. 
 

Organization of this Document 
This document is organized as described below. 

 ICIF Overview. An overview of the necessity for the organization 

to adopt an internal control - integrated framework, the objectives 

of an internal control structure, components to achieve internal 

control objectives, and internal control principles that are based on 

COSO’s Internal Control - Integrated Framework. 

 Council Policies. A set of nine policies for Council consideration 

and adoption, unless already implemented through another 

process or control, that addresses the five components of the 

control framework: 

o COSO Component A: Control environment; 

o COSO Component B: Risk assessment; 

o COSO Component C: Control activities; 

o COSO Component D: Information and communication; 

and 

o COSO Component E: Monitoring activities. 

 Guidelines. A set of sixteen Guidelines under the authority and 

responsibility of the City Manager. These Guidelines, which 

address the nine recommended Council policies, unless already 

implemented through another process or control, do not require 

Council action but rather are provided as background information 

for the City staff’s implementation of Council’s ICIF policies. 

COSO Principle 12 requires that City officials deploy control 

activities through policies that establish what is expected and 

procedures that put policies in place. 
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Internal Controls are the mechanisms, rules and procedures implemented 

by an organization to ensure the integrity of financial and accounting 

information, promote accountability, and prevent fraud. Internal controls 

can also help improve operational efficiency by improving the accuracy 

and timeliness of financial reporting. Internal control is a process, affected 

by the Council, the City Manager and other City personnel, designed to 

provide reasonable assurance regarding the achievement of objectives 

relating to operations, reporting and compliance. 

The following concepts are fundamental to the definition of internal 

control. Internal controls should: 

 Help to achieve operating, reporting and compliance objectives; 

 Consist of ongoing tasks and activities, a means to an end, not an 

end in itself; 

 Be effected by people and not be merely about policy and 

procedure manuals; 

 Provide reasonable, but not absolute, assurance to the City 

Manager, the senior leadership team (SLT) and the Council that the 

operational, reporting and compliance objectives are being 

achieved; and 

 Adapt to the City organization; be flexible in application for the 

entire City, a department, division, work unit or business process. 
 

ICIF Background 
The first ICIF version was released COSO in 1992.  In 2013 COSO 

updated the framework to include non-financial controls and risk 

considerations. Current COSO members include: 

 The American Accounting Association (AAA) - http://aaahq.org 

 The American Institute of Certified Public Accountants (AICPA) - 

http://www.aicpa.org/Pages/Default.aspx 
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 Financial Executives International (FEI) - 

https://www.financialexecutives.org 

 The Institute of Management Accountants (IMA) - 

https://www.imanet.org/?ssopc=1 

 The Institute of Internal Auditors (IIA) - 

https://na.theiia.org/Pages/IIAHome.aspx 
 

Widespread adoption of the COSO standard in the private sector 

increased interest in applying the framework to local government. In 2014, 

the Federal Office of Management and Budget (OMB) established 

Administrative Requirements for federal grant recipients that included 

implementation of effective internal controls and suggested that controls 

be based on the COSO model. https://www.gpo.gov/fdsys/granule/CFR- 

2014-title2-vol1/CFR-2014-title2-vol1-part200/content-detail.html 
 

In 2014, the Federal Government Accountability Office (GAO) released 

Standards for Internal Control in the Federal Government (Standards) 

based on the COSO framework to guide implementation at the federal 

level. GAO encouraged use of its internal control standards for 

organizations of all sizes. https://www.gao.gov/greenbook/overview 
 

In 2015, the California State Controller’s Office (SCO) Internal Control 

Guidelines – Local Government Agencies (Guidelines) were released 

recommending the use of the COSO ICIF or GAO Standards for local 

government agencies. https://www.sco.ca.gov/Files- 

AUD/2015_internal_control_guidelines.pdf 
 

The COSO ICIF is recommended as a current best practice of the 

Government Finance Officers Association (GFOA). 

http://www.gfoa.org/internal-control-framework 
 

COSO publications provide updated information on the application of 

ICIF, and GFOA has committed to providing ongoing guidance for 

practical application of ICIF for state and local agencies. A copy of the 

COSO ICIF Executive Summary is attached as an appendix to this guide. 

https://www.coso.org/Pages/ic.aspx 
 

Internal Control Objectives 
The ICIF provides for three categories of objectives, allowing City leaders 

to focus on different aspects of internal control. Objectives within each 

category are established by the City Manager to achieve Council goals. 
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1. Operations Objectives. These pertain to effectiveness and 

efficiency of the City’s operations including operational and 

financial performance goals and safeguarding assets against loss. 
 

2. Reporting Objectives. These pertain to internal and external 

financial and non-financial reporting and may encompass 

reliability, timeliness, transparency, or other terms set forth by 

regulators, recognized standard-setters or Council policies. 
 

3. Compliance Objectives. These pertain to adherence to state and 

federal laws and regulations and to City Code and bylaws 

provisions or Council policies. 
 

ICIF Components to Achieve Internal Control Objectives 
The ICIF is based on five components that are intended to work together 

to provide reasonable assurance that the operational, reporting and 

compliance objectives may be achieved. The five components are: 

1. Control Environment. Based on ethical conduct, competence and 

accountability, this is the foundation for an internal control system. 

It provides the support and structure to help the City achieve its 

objectives. 

2. Risk Assessment. Identifies and analyzes the risks facing the City 

as it seeks to achieve its objectives. This assessment provides the 

basis for prioritizing and developing appropriate internal controls 

to eliminate or reduce risks. 

3. Control Activities. This component represents the actions 

management establishes through policies and procedures to 

achieve objectives and respond to risks in the internal control 

system, which includes the City’s information system. 

4. Information and Communication. These are the processes that 

produce relevant, quality information that managers and staff use 

to support the internal control system. 

5. Monitoring. These are the processes managers establish and 

operate to assess the execution and quality of internal control 

activities over time and to promptly resolve the findings of audits 

and other reviews. 
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COSO. https://www.coso.org/Documents/COSO-ICIF-11x17-Cube- 

Graphic.pdf 

Table 1. COSO’s 17 Internal Control Principles for City of Oxnard 

 

 

Internal Control Principles 
There are 17 principles within the five components of the ICIF. The 

principles that follow have been adapted to the City of Oxnard 

environment. The term “City officials” refers to managers of the 

organization, at all levels. The original language was developed in 2013 by 
 

 

 

 
 

Components 
of Internal 

Control Systems 

 
Principle 

A. Control 
Environment 

1. City officials demonstrate a commitment to integrity and ethical values. 

2. The Council demonstrates independence from management and exercises oversight of 
the development and performance of internal control. 

3. City management establishes, with Council oversight, structures, reporting lines, and 
appropriate authorities and responsibilities in the pursuit of objectives. 

4. City officials demonstrate a commitment to attract, develop, and retain competent 
individuals in alignment with objectives. 

5. City officials hold individual(s) accountable for their internal control responsibilities in 
the pursuit of City of Oxnard objectives. 

B. Risk Assessment 6. City officials specify objectives with sufficient clarity to enable the identification and 
assessment of risks relating to objectives. 

7. City officials identify risks to the achievement of objectives across the entity and 
analyze risks as a basis for determining how the risks should be managed. 

8. City officials consider the potential for fraud in assessing risks in achieving objectives. 

9. City officials identify and assess changes that could significantly impact the system of 
internal control. 

C. Control 
Activities 

10. City officials select and develop control activities that contribute to the mitigation of 
risks in achieving objectives to acceptable levels. 

11. City officials select and develop general control activities over technology to support 
the achievement of objectives. 

12. City officials deploy control activities through policies that establish what is expected 
and procedures that put policies in place. 

D. Information and 
Communication 

13. City officials obtain or generate and use relevant, quality information to support the 
functioning of internal control. 

14. City officials internally communicate information, including objectives and 
responsibilities for internal control, necessary to support the functioning of internal 
control. 

15. City officials communicate with external parties regarding matters affecting the 
functioning of internal control. 

E. Monitoring 
Activities 

16. City officials select, develop, and perform ongoing and/or separate evaluations to 
ascertain whether the components of internal control are present and functioning. 

17. City officials evaluate and communicate internal control deficiencies in a timely 
manner to those parties responsible for taking corrective action including Senior 
Manager of Internal Controls, senior management, Finance and Governance 
Committee, and the Council, as appropriate. 
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Some City Code sections and Bylaws may need to be amended to 
accomplish this shift in focus. In some cases, the current City Code 

includes control activities that are not tied to specific risks affecting 

objectives. When control provisions in the City Code do not 

support current objectives or address specific risks, they conflict 

with the risk and objectives-based focus of the integrated control 

process. 

 

 

 

The ICIF is intended to be sustainable and adaptable to new goals, 

objectives and risks. Controls are intended to be implemented 

pursuant to ICIF principle 12 through policies that may change as 

the City’s circumstances change. 
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This section recommends the consideration and adoption of nine proposed 

Council policies associated with the ICIF. Each of the nine polices will be 

created and presented separately to the Council for adoption, unless 

already implemented through another process or control. Each policy is 

associated with one of the five COSO components described in the 

previous section of this report. Each of the components is associated with 

ICIF principles as shown in table 1. The nine proposed policies are shown 

in Table 2 below. 

Table 2. Policies Associated with the Internal Control—Integrated Framework 
 

COSO Category City Council Policies 

A. Control Environment 1. Adoption of Internal Control – Integrated Framework 

2. Adoption of Internal Control Oversight Responsibilities 

3. Finance and Governance Committee Duties and Responsibilities 

4. Assignment of Authority and Responsibility for Achieving Operational, 
Reporting and Compliance Objectives 

5. Performance Evaluations of City Manager and City Attorney 

B. Risk Assessment 6. Council’s Risk Assessment Responsibilities 

C. Control Activities 7. Development and Implementation of Internal Controls 

D. Information and 
Communication 

8. Commitment to Transparent and Complete Information and Communication 

E. Monitoring Activities 9. Creation of a Monitoring System 

 

COSO Category A: Control Environment 

Policy 1: Adoption of Internal Control – Integrated Framework 

Background 
The City of Oxnard needs an overarching and unifying framework for its 

internal controls. The California State Controller’s Office (SCO) issued 

Internal Control – Guidelines for Local Government Agencies in 2015 to 

improve local governments’ ability to reach their goals by maintaining 

strong internal controls. The Federal Office of Management and Budget 

(OMB), through its Uniform Guidance (2 CFR 200) required federal 

grantees to implement effective internal controls in the first fiscal year 

following the December 2014 effective date of the regulations. For the City 

of Oxnard this was the fiscal year ending June 30, 2016. 

City Council Policies 
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Other recognized sources for developing and maintaining the ICIF include 

the Green Book of United States Government Accountability Office (GAO), 

the Statements of Auditing Standards (SAS) of the Auditing Standards 

Board (ASB) of the American Institute of Certified Public Accountants 

(AICPA), the California Committee on Municipal Accounting (CCMA), 

the Generally Accepted Government Auditing Standards (GAGAS, Yellow 

Book) of the GOA and best practices suggested GFOA. 
 

Policy Statement 
The Council adopts the ICIF and includes in this policy the 17 internal 

control principles of COSO. The use of recognized national and state 

internal control standards and practices shall be expected of all City 

officials. 

The ICIF shall serve as the underpinning of all the City of Oxnard’s 

internal control policies and implementation Guidelines and activities. The 

City Manager is directed to use the ICIF and 17 COSO principles when 

creating policies and implementing internal controls whenever it is 

feasible, effective and efficient. 
 

Policy 2: Adoption of Internal Control Oversight 
Responsibilities 

Background 
The City Council performs a critical oversight responsibility on behalf of 

the Oxnard community to provide a strong internal control framework 

and accurate financial reporting. The City Council does this by exercising 

its oversight duties and working with the City Manager, City Attorney 

and other officials to create a control environment based on ethical 

practices, competency and compliance with laws, regulations and policies. 
 

Policy Statement 
The Council shall identify and accept its oversight responsibilities in the 

development and performance of internal control. This includes the 

following: 

a. Ensuring that Council appointees have the skills, knowledge, and 

experience necessary for their job duties and responsibilities; 

b. Applying objectivity in evaluating information and when making 

decisions; 

c. Ensuring the completion of periodic risk assessments; and 
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d. Following up on completion of actions to address audit findings. 
 

Policy 3: Finance and Governance Committee Duties and 
Responsibilities 

Background 
The City’s independent financial auditor identified the lack of an audit 

committee as a material weakness in the Fiscal 2015 Single Audit. The 

SCO, COSO and GFOA best practices recommend that a local 

government establish an audit committee to support the Council in its 

oversight responsibilities. 
 

Policy Statement 
The Council shall add audit committee responsibilities to the role of the 

F&GC. The F&GC was established through City Code Section 2-1.1 and 

Bylaws (See Resolution No. 15,286 for such delegation). The City Council 

establishes F&GC as a critical element in the City’s internal control 

environment. The responsibilities will be consistent with best practices 

recommended for an audit committee by GFOA Best Practice – Audit 

Committees. It is also consistent with SCO recommendations in its 

publication Internal Control Guidelines - California Local Agencies. 

The Council will adequately fund the work of the F&GC, including the 

cost of the financial auditors and internal auditors who report to it and 

the experts it engages to fulfill its responsibilities, through adoption of 

appropriations in the budget resolution. The City Manager and City 

Attorney shall assign staff support to the F&GC. 

Composition and Meetings. The F&GC shall be composed of three of the 

seven members from the City Council. GFOA recommends that members 

of the F&GC have a basic understanding of governmental financial 

reporting and auditing or be willing to attend training to obtain that 

understanding. 

No elected or appointed official who exercises managerial responsibilities 

that fall within the scope of a financial audit or internal audit should serve 

as a member of the committee or as an advisor to the F&GC. Members of 

the Committee have a duty to exercise an appropriate degree of 

professional skepticism in their interactions with financial auditors, 

internal auditors, other elected officials with assigned internal control or 

managerial responsibility and management. 

The F&GC shall meet per City Code Section 2-1.1 and Bylaws (See 

Resolution No. 15,286 for such delegation) but may schedule additional 

meetings as necessary to fulfill its duties and responsibilities. The F&GC 

shall, at its discretion, have access to the services of financial experts and 
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appropriate specialists, if required, to assist in fulfilling responsibilities in 

its role as the audit committee of the City. 

The financial expert(s) and appropriate specialists should, through 

education and experience relevant to the government sector, understand 

generally accepted accounting principles (GAAP) and financial statements, 

be experienced in preparing or auditing financial statements of a 

comparable agency, be experienced with applying such principles in 

connection with accounting for estimates, accruals and reserves, be 

experienced with internal controls, and understand audit committee 

functions. 

Responsibilities. The F&GC shall be responsible for all of the following: 

a. Advise the Council and provide oversight for policies to 

implement or improve the City’s internal controls and financial 

condition. 

b. Review Council appointees’ performance related to implementing 

internal control activities. 

c. Review instances where City staff has overridden internal controls 

in connection with significant or material matters. 

d. Review non-routine, significant or material financial matters so it 

can advise the Council on those matters. Non-routine matters 

include items not managed in the normal course of municipal 

operations or matters not covered by existing policies. In this 

policy, “significance” relates to the potential for the matter to 

threaten achievement of significant operating, reporting or 

compliance objectives with financial implications. “Materiality” 

relates to the size of the financial impact of the matter on the City. 

e. Advise the Council on new and modified financial management 

policies. Policies would include, but not be limited to, budgeting, 

capital improvement/construction in progress, revenues, fund 

balance, reserves, debt, accounting and risk management. It may 

also review, discuss and recommend changes to policies or City 

Code sections and Bylaws to modernize the City’s administrative 

and regulatory framework to implement financial audit or 

internal audit findings or modernize and improve the City’s 

financial condition, internal control framework and business 

processes. 

f. Provide oversight of management’s development of policies 

relating to maintaining a strong control environment and work 

with management to plan periodic risk assessments relating to 
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achieving the Council’s strategic goals and related operational, 

reporting and compliance objectives. 

g. Review finance related Council policies at least every five years. 

h. Carry out Audit Committee responsibilities as follows: 

1. Recommend to the full Council the appointment, 

compensation, retention and oversight of any independent 

accountants engaged for the purpose of preparing or 

issuing independent financial audit or internal audit 

reports or performing other independent audit review, 

agreed upon procedures or attest services for the City. 

2. Ensure that all financial auditors and internal auditors 

engaged by the F&GC pursuant to this policy shall report 

directly to the Committee. 

3. Receive a report from the City Manager (or Internal 

Auditor or City Manager’s designee) about any employee 

complaints and their resolutions regarding accounting, 

internal accounting controls or financial auditing matters. 

4. Discuss audit reports and financial statements with the City 

Manager, Chief Financial Officer and others as the City 

Manager designates and at its discretion, meet with the 

City’s financial auditors and experts without management 

present to discuss reports and financial statements. 

5. Have access to all reports from internal and independent or 

regulatory external auditors. 

6. Exercise oversight to assure that financial audit and 

internal audit findings are promptly addressed by 

management. 

7. Review City Code Section 2-1.1 and Bylaws (See Resolution 

No. 15,286 for such delegation) establishing the F&GC not 

less than every five years to assess its continued adequacy. 

Nothing in this policy should be interpreted to limit the Council from 

exercising its ultimate authority related to the matters described herein. 
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Policy 4: Assignment of Authority and Responsibility for 
Achieving Operational, Reporting and Compliance Objectives 

Background 
Under the council-manager form of government, the Council sets policy 

and the City Manager is responsible for carrying out that policy, along 

with managing the organization and ensuring accountability for 

performance of all employees under his or her direction. As related to the 

ICIF, the Council expects the City Manager to provide oversight of the 

organization in support of internal controls. 

Two types of control authorization are described below for this Council 

policy. 

1. Risk-based controls. Controls intended to address risks and 

objectives that will become a managerial responsibility and related 

performance measures must be approved by the City Manager or 

his/her designee. 

2. Compliance and reporting controls. Controls or objectives that address 

legal compliance should be reviewed by the City Attorney or 

his/her designee. Controls or reporting objectives related to 

financial management should be reviewed by the Chief Financial 

Officer or their designee. Other compliance or reporting related 

controls and objectives should be reviewed with the City’s subject 

matter expert for non-financial reporting or non-financial 

compliance. 

The ICIF includes an expectation that structures will be in place that will 

provide reasonable assurance that the City is meeting its operational, 

reporting and compliance objectives for internal control. The basic 

structures that should be in place, which rely on the City Manager to 

organize and manage, follow: 

1. Strategic plan. A strategic plan or set of clear goals approved by the 

City Council based on: 

a. A clear understanding of the City’s current financial 

condition as well as long-range financial and economic 

forecasts; 

b. City Council and community priorities; 

c. Periodic risk assessments identifying those risks that could 

prevent City leaders from achieving operating, reporting 

and compliance objectives or reaching its goals; and 
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d. Consistent application of ethics and values. 

 

2. Budget and service planning processes. Budget and service planning 

processes that provide clear, measurable objectives to achieve the 

operating, reporting and compliance objectives needed to achieve 

the Council’s strategic plan goals. 

 

3. Staffing and organization structure. Organization staffing 

assignments and structures designed to achieve objectives and 

mitigate risks. 

 

4. Implementing internal controls. Internal controls designed to achieve 

objectives and mitigate risks. 

 

5. Accountability. Individual accountability for performance related to 

internal control responsibilities, ethical behavior and achievement 

of objectives. 
 

Policy Statement 
The Council provides the following delegations: 

 City Manager. The Council delegates to the City Manager 

responsibility for implementing the following: 

a. Strategic planning process for the Council to establish its 

annual and/or multi-year goals. 

b. Budget and service planning processes. 

c. Efficient and effective staffing and organization structure. 

Organization staffing assignments and structures designed 

to achieve objectives and mitigate risks. 

d. Processes and delegations to implement the ICIF and risk 

mitigations. 

e. Individual accountability for performance related to 

internal control responsibilities, ethical behavior and 

achievement of objectives. 

The Council further expects that the City Manager will hold 

department heads and all staff accountable for the following: 

o Continuously improving systems by implementing best 

practices; 
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o Communicating expectations regarding implementing and 

adhering to the ICIF; 

o Evaluating employees’ performance in implementing and 

adhering to ICIF; and 

o Providing training to employees. 

 

 Elected officials with managerial assignments. Elected officials who 

also have managerial assignments are subject to the same 

standards of ethical behavior and performance as the City Manager 

and department heads. For statutory responsibilities, limits on 

elected officials’ authority shall be clearly described in City Council 

policies. Where policies are unclear, the City Manager, elected 

officials or the Council shall propose changes that result in 

improved clarity and performance. 
 

Policy 5: Performance Evaluations of City Manager and City 
Attorney 

Background 
The council-manager form of government relies on a City Manager 

carrying out the policies of the Council and implementing an efficient and 

effective organization. Internal controls, to be effective, require the City 

Manager and City Attorney to be responsible for overseeing the system, 

providing resources, tools, assignments and systems needed for staff to 

implement the components of the ICIF. 

The Council wants reasonable assurance that the system of internal control 

will eliminate or mitigate risks that threaten the municipal corporation 

and service delivery objectives. Performance evaluations are an essential 

tool in creating this assurance. The Council has responsibility to evaluate 

the performance of its appointees in fulfilling assigned internal control 

responsibilities. The City Manager and City Attorney have responsibility 

to evaluate staff under their authority. 
 

Policy Statement 
The Council shall conduct a performance evaluation of the City Manager 

and City Attorney related to internal control responsibilities annually and 

may do so more often if desired. The evaluation shall include a review of 

the effectiveness of internal controls and implementation of the ICIF. The 

Council’s discretion in establishing criteria and evaluating performance of 

its appointees outside the scope of internal control oversight is not limited 

by this policy. 
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COSO Category B: Risk Assessment 

Policy 1: City Council’s Risk Assessment Responsibilities 

Background 
The Council understands the importance of ensuring that risk assessments 

are performed to serve as a basis for adapting the internal control 

framework to changing conditions. The Council policies define its control 

responsibilities, approved appointment of new independent certified 

public accountants as its independent auditors, and made improvements 

in the internal support and governance functions a strategic objective. 
 

Policy Statement 
The Council shall: 

a. Review the City’s risk tolerance and philosophy on a regular 

basis, 

b. Ensure that the City’s strategic goals and decisions are in 

alignment with the organization’s risk tolerance and 

philosophy, 

c. Stay apprised of the most significant risks and ascertain 

whether management is responding appropriately, 

d. Review the organization’s risk exposures and define the 

Council’s tolerance for risk by considering the cumulative 

impact of identified risks in relation to the organization’s risk 

tolerance, and 

e. Assign the F&GC to work with the Internal Auditor to identify 

and evaluate risk factors for fraud and oversee the City 

Manager’s response to such issues. 
 

COSO Category C: Control Activities 

Policy 1: Development and Implementation of Internal 
Controls 

Background 
To comply with standards for ICIF principles and components, the 

Council recognizes the need to eliminate or reduce risk based on 

reasonable standards and level of effort. Proper internal controls must be 

developed and implemented to safeguard assets and ensure the City 
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achieves its operational objectives. The responsibility to develop those 

controls must be established and evaluated on an ongoing basis. 
 

Policy Statement 
1. The Council directs the City Manager to develop internal controls 

that are tailored to the City’s specific structure, risk exposure and 

resource levels. To the extent resource levels are not adequate to 

reduce risk in some areas; the Council will reassess its risk 

tolerance philosophy and provide specific direction to the City 

Manager. 

2. City practices shall comply with ICIF principles and components 

related to control. 

3. Controls shall be developed that respond to and assure compliance 

with findings from external and/or internal audits and that 

consider the outcomes of risk assessments performed under the 

policies related to COSO Category B – Risk Assessment. 
 

COSO Category D: Information and Communication 

Policy 1: Commitment to Transparent and Complete 
Information and Communication 

Background 
The Council recognizes the importance of effective, accurate and 

comprehensive financial information for informed decision making. The 

community and the City organization expect the Council to provide policy 

leadership supportive of ongoing communication regarding the City’s 

financial health and long-term sustainability. Failure to identify and 

address financial reporting and compliance issues can result in significant 

financial losses, create potential liabilities, or force unplanned use of 

resources. 

Information and communication is critical to implement the ICIF and to 

achieve the City’s strategic goals and financial sustainability. Regular, 

timely and accurate information is critical regarding the City’s ability to 

adapt to changes in law, implementation of the ICIF, and compliance with 

governmental accounting standards. This requires leadership and a 

culture that encourages trust, and values open and courteous 

communication. Effective communication based on courtesy and respect is 

expected of all elected officials, employees and managers. 
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Policy Statement 
1. The Council is committed to providing full and transparent 

financial information to the public, aimed at long-term financial 

sustainability. 

2. The Council expects management to implement an information 

and communications framework that supports operational, 

reporting and compliance objectives. The products of the City’s 

information and communication systems are expected to be of 

sufficient quality and usefulness to enable the successful 

implementation of the ICIF and provide reasonable assurance to 

the Council that its goals and the City’s operating, reporting and 

compliance objectives will be achieved. 

3. The City Council directs the City Manager to implement the 

necessary communications protocols and information sharing 

processes within the organization and to elected officials and the 

public. 

4. The City’s business communications shall conform to the standards 

established by the Council through the policies documented in the 

Personnel Rules and Regulations. 

5. Elected and appointed officials and all employees shall 

demonstrate ethical behavior, competence, courtesy and respect in 

their daily actions. 
 

COSO Category E: Monitoring Activities 

Policy 1: Creation of a Monitoring System 

Background 
The Council recognizes that the ICIF and the City’s internal controls 

systems and processes must be monitored regularly and effectively. This 

requires that components of the internal control system not only exist but 

are also functioning properly, and that any deficiencies are reported to the 

Council and senior management, and that corrective action is taken in a 

timely manner. 
 

Policy Statement 
1. The Council directs that the City Manager implement a monitoring 

system for internal control processes. The monitoring system shall 

be one that gives the community, City Council, employees and 

other stakeholder’s reasonable assurance that the City is adhering 
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3. The City Manager shall evaluate and report to the Council any 

internal control deficiencies identified as part of the City’s 

monitoring activities and identify the corrective actions taken for 

curing the deficiencies. 

 

 

to ICIF principles and is achieving operating, reporting and 

compliance objectives. 

2. The City Manager shall report to the City Council the results of any 

evaluations conducted by staff, consultants or auditors about 

whether the internal control components are present and 

functioning properly no less than annually. 
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This section contains sixteen Guidelines associated with the ICIF, as 

shown in Table 3. Each Guideline is associated with one of the five COSO 

categories shown in the previous section of this report. 

As defined previously, the term “Guideline” is intended to incorporate the 

meaning of Committee of Sponsoring Organizations of the Treadway 

Commission (COSO) Principle 12 which requires that City officials deploy 

control activities through policies that establish what is expected and 

procedures that put policies in place. 

Table 3. Administrative Implementation Guidelines 

Administrative Implementation Guidelines 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

COSO Component Administrative Implementation Guidelines 

A. Control 
Environment 

1. Implementation of Internal Control – Integrated Framework by City Manager 

2. Management’s Internal Control Oversight Support Responsibilities 

3. ICIF Progress Reporting by Chief Financial Officer 

4. Integrity and Ethical Values 

5. Performance Expectations and Appraisal/Evaluation Systems 

6. Financial Management and Operations Training 

7. Succession and Turnover Contingency Planning 

8. Adequate Finance Management and Operations Staffing 

B. Risk Assessment 1. Risk Assessment Responsibilities 

C. Control Activities 1. Development of Controls 

2. Future Control Activities 

3. Administration of New and Restricted Funds 

4. Non-Standard Issues Related to Accounting, Compliance and Reporting Requirements 

D. Information and 
Communication 

1. Developing Effective Information and Communication Activities and Channels 

2. Expected Compliance with Information and Communication Principles and Activities 

E. Monitoring 
Activities 

1. Monitoring Responsibilities and Actions 

 

COSO Category A: Control Environment 
The City Manager and City Attorney, as the Council’s appointees, are 

responsible for ensuring the internal control environment is adequate. The 
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implementation authority may be delegated by the City Manager to the 

Chief Financial Officer. The senior leadership team and all employees are 

expected to support the ICIF and carry out practices to ensure the integrity 

of the City’s finances, manage risks, achieve City objectives, and fulfill 

obligations of public service. 

Best practice resources are available in carrying out these responsibilities. 

Resources include: “A Performance Management Framework for Local 

Government” published by the National Performance Management 

Advisory Committee (NPMAC); GFOA and its criteria for the 

achievement award for budget documents. Best practices expect that 

managers assign internal control responsibilities to employees reporting to 

them and incorporate the employees’ performance of assigned 

responsibilities into the performance review process pursuant to policies 

established by the City Manager. 
 

Guideline 1: Implementation of Internal Control – Integrated 
Framework by City Manager 

Background 
The independent auditors’ Single Audit Report for Fiscal Year ending 

2015, and subsequent reports, found that the City did not have a system of 

internal control that was documented and monitored effectively. Some 

controls existed in practice but were not integrated with other controls. 

The SCO and OMB recommend COSO’s Internal Control Integrated 

Framework for use by local governments. The framework is also 

recommended by the GAO that has based federal internal control 

standards on it. GFOA considers the framework a best practice in state 

and local government financial management. 

OMB requires implementation of an internal control system equivalent to 

the ICIF for federal grant recipients. OMB required use of the framework 

or an equivalent system of internal control by fiscal years beginning after 

December 2014 for entities receiving federal awards. OMB’s Yellow Book 

required Single Audit disclosures of material and significant weaknesses 

in controls affecting financial reporting. 
 

Administrative Guideline 
The City Manager shall: 

1. Ensure that City management and staff implement the ICIF 

consistent with national standards and best practices, and as 

recommended or required by the SCO and OMB. The ICIF will 
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incorporate recognized standards whenever feasible, effective and 

efficient. 

2. Direct the CFO to be responsible for implementing control 

activities and measures required to build and maintain an internal 

control system. 

3. Convey that all City employees are expected to support the CFO in 

managing and maintaining the internal control system overseen by 

the City Manager and Council. 

4. Conduct periodic risk assessments to help the Council and 

managers have reasonable assurance that operational, reporting 

and compliance objectives essential to achieving the Council’s 

goals are in place. 

5. Conduct periodic Council study sessions to discuss the status and 

effectiveness of controls implemented to eliminate or mitigate risks 

identified in the risk assessment. 

6. Direct the CFO, with the support of the senior management team, 

to implement the ICIF. Priority attention should be directed to risks 

that could result in inaccurate financial reporting and risks that 

could pose opportunities for fraud. 

7. Assure that training is provided to City employees to implement 

the ICIF and that accountability for implementation is included in 

all performance evaluations. 

8. Assure that publications and regular updates will be available to 

staff to support ongoing maintenance and improvement of the 

internal control system. 

9. Recruit, train and retain employees with knowledge and 

experience in effective internal control systems. 

10. Establish the expectation that the CFO and staff will continuously 

improve systems to streamline practices while ensuring proper 

internal controls and management of risks. Where there are time- 

consuming practices that have little impact on risks, the CFO and 

others are encouraged to identify methods of streamlining to 

achieve efficiencies. 

11. For control activities related to systems and processes that depend 

on the participation of multiple departments to function 

effectively, it is expected that the CFO establish and communicate 
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control responsibilities for employees in other departments 

consistent with the direction of the City Manager and in 

consultation with the responsible department head. 
 

Guideline 2: Management’s Internal Control Oversight 
Support Responsibilities 

Background 
The Council assigns specific responsibilities to the City Manager relating 

to internal control standards and practices and for supporting the Council 

in the performance of their oversight responsibilities. An effective system 

of internal control is required by grantors and provides reasonable 

assurance that the City can reach operating, reporting and compliance 

objectives essential to assuring the Council’s goals will be achieved. 

The Council expects the City Manager and management staff to create an 

organizational control environment based on ethical practices, competency 

and compliance with Federal, State and local law, regulations and policies. 

The Council, the City Manager and management staff oversee the City’s 

system of internal controls. Proper oversight requires employees charged 

with internal control oversight and support responsibilities to monitor and 

report on the operation of the system of internal controls. 

This guideline has several purposes: 

 To establish the City Manager’s policies for implementing support 

for the internal control oversight policies of the Council and 

management. 

 To assign responsibility for oversight of the system of internal 

control to specific management team members. 

 To establish processes that assess risks to provide the Council and 

management reasonable assurance that operating, reporting and 

compliance objectives essential to reach Council goals are achieved. 

 To establish processes that monitor and report on the status of the 

City’s ICIF as required by Council policy. 
 

Administrative Guideline 
The City Manager maintains overall authority and responsibility for the 

effective implementation of the ICIF. Activities and actions shall include 

the following: 
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1. Regular discussions about the operation and effectiveness of 

internal controls by the senior leadership team to make 

recommendations to the City Manager for improvements in 

effectiveness and efficiency. 

2. Regular reviews by the senior leadership team with their 

management team regarding assigned control responsibilities and 

their effectiveness. 

3. Regular reporting to the F&GC by the CFO regarding the results of 

periodic internal control reviews. 

4. Annual reviews of the effectiveness of the City’s ICIF with the 

Council and a complete review of all ICIF policies at least every 

four years. 

5. Annual review of the direct internal control responsibilities of 

senior managers with the Council. 

6. Regular reporting to the F&GC regarding significant internal 

control decisions and new or changed control activities pertaining 

to significant or material risks affecting operating, reporting and 

compliance objectives. 

7. Periodic updates to the F&GC and, if required, regulators 

regarding the status of new policies and control activities that 

address problems identified by internal and external auditors and 

consultants. 

8. Annual reporting by the CFO to the Council from the F&GC 

regarding the Committee’s activities and accomplishments in 

fulfilling its responsibilities. 

9. Preparation of reports and presentations regarding significant 

internal control and financial management policies and issues 

based on consultation with the Mayor and the Chair of the F&GC. 

10. Conducting periodic risk assessment processes by the City 

Manager, City Attorney and Chief Financial Officer to identify 

those that may impact operating, reporting and compliance 

objectives essential to reaching the Council’s goals. Such risk 

assessments shall incorporate the results of focused risk 

assessments or analyses completed by departments, internal and 

external auditors and consultants. The results shall be reported to 

the Council’s F&GC. 
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Guideline 3: ICIF Progress Reporting by Chief Financial Officer 

Background 
The Council has directed the City Manager to make periodic reports on 

the progress made on implementing the ICIF. The City is going through 

implementation of the integrated framework, implementation of a new 

financial management system and projects to correct issues identified by 

the City’s auditors and consultants. No standards for the content of the 

periodic reports have yet been established. 

The purpose of this guideline is to describe the expected basic standard for 

the periodic internal control progress report presented to the Council. 

These Guidelines should and will be refined over time by City 

management. 
 

Administrative Guideline 
The CFO will create an effective report format to convey information to 

the F&GC, the Council and others. The following describes the types of 

content to be provided in the report, including resources and objectives of 

each major section. 

1. Transmittal Letter. This letter should be signed by the City Manager, 

whose focus will be the impact of the ICIF on operating objectives; 

the City Attorney, whose focus will be on compliance objectives; 

and the CFO, whose focus will be on reporting objectives. The 

letter should cite the policies that led to the creation of the report 

and describe highlights of progress on the ICIF as it relates to 

objectives and the Council’s goals. 

2. Executive Summary. The summary should focus on the current 

status of the ICIF and progress made on improving the framework 

since the last periodic report. Progress information should include 

information about: 

 New policies adopted to implement internal controls, 

 Results of monitoring of control operation and 

effectiveness, 

 Status of significant auditor and consultant 

recommendations relating to the control framework, 

 Major issues revealed by the most recent risk assessment, 

 Significant instances where management overrode internal 

controls, and 

 Challenges affecting ICIF implementation efforts. 
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3. Progress reports by category. Reports of progress on each ICIF 

component describing implementation status of policies relating to 

that component, as follows: 

a. Control environment, 

b. Risk assessment, 

c. Control activities, 

d. Information and communication, and 

e. Monitoring activities. 

 

4. Finance and Governance Committee Reports. Status of the following: 

a. Audit committee annual report, 

b. Copy of most recent Comprehensive Annual Financial 

Report and all accompanying reports on the evaluation of 

internal controls, 

c. Most recent Single Audit Corrective Action Plan, and 

d. Copy of most recent Single Audit Report. 

 

5. Exhibits. Recommended exhibits to the periodic report, as 

appropriate for any particular period report, include: 

a. COSO Internal Control – Integrated Framework Executive 

Summary, 

b. SCO Guidelines for Internal Control – Local Government 

Agencies, 

c. Glossary of abbreviations, 

d. Internet links for major resources and references, 

e. Risk assessment, 

f. Sources of deficiency findings and recommendations for 

improvement. These may be full reports or sections of 

reports with findings and recommendations, such as: 

i. Management Partners’ Report on Oxnard Strategic 

Plan: Phase 1 – Corporate Support, Accountability 

and Value Systems. 

ii. The independent auditor’s internal Control section 

of the most recent Single Audit report and other 

audits described in the audit committee report. 

iii. Relevant sections of reports on maintenance 

districts, development related capital fees, etc. 

iv. Relevant sections of reports from the City’s internal 

auditors. 
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Recommended schedule 
The following schedule is intended to minimize conflicts between ICIF 

work and the annual audit and budget efforts. 

 January and February: Prepare and present a periodic report to the 

Council. This timing will allow incorporation of the most recent 

independent audit findings and the Audit Committee report from 

the F&GC. 

 November and January: Prepare and present risk assessment and 

related reports. This schedule provides for regular incorporation of 

this effort in the City’s budget and service planning process so that 

risks can be identified and related control measures can be funded. 

 June through September: Prepare detailed component status report to 

document internal control system activities and update the 

Corrective Action Plan for the independent auditors. 
 

Guideline 4: Integrity and Ethical Values 

Background 
Effective internal controls depend on a competent and ethical 

organization. Competence incorporates creation of an atmosphere of 

courtesy and respect in the workplace to assure that integrated 

cooperative efforts can be sustained. To document its commitment to 

ethical practices, the Council approved the Ethics Advisory Subcommittee 

Report relating to standards of conduct for the Council and appointees to 

City boards and commissions. 

Management should maintain and document its commitment to ethical 

standards through policies, codes of conduct and performance evaluation 

to make expectations of ethical conduct clear. 

The purpose of this guideline is to: 

 Establish and communicate expectations for ethical conduct by 

City employees; 

 Prioritize training in ethical behavior and legal compliance for City 

staff with priority focus on employees signed to internal control 

responsibilities; 

 Support the City’s policy of including discussion of ethical and 

compliance issues in employee performance evaluations; and 
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 Provide sustainable processes to evaluate and improve ethical 

conduct. 
 

Administrative Guideline 
1. The City Manager, with the assistance of the City Attorney, will 

report to the Council on the effectiveness of the Code of Conduct in 

creating a culture of courtesy and respect and improving ethical 

behavior in the City. This report will be presented in connection 

with the periodic Council internal control review. 

2. The senior leadership team shall review and update the Code of 

Conduct as it applies to City employees at least every five years to 

determine whether changes are needed to fully implement the 

internal control integrated framework. The Code of Conduct 

should: 

a. Be consistent with the values expressed in the ethical 

conduct principles adopted by the Council. 

b. Reinforce organizational values and clearly state 

expectations regarding compliance with applicable laws, 

regulations and policies. 

3. The Human Resources Director and City Attorney shall coordinate 

Code of Conduct training for employees throughout the year in 

accordance with the following: 

a. Code of Conduct training for all new employees (full- and 

part-time) shall occur within 30 days after being hired. 

b. Employees will receive training in the current version of the 

Code of Conduct no less than every three years. 

c. Each employee will be required to execute a statement 

acknowledging receipt of a copy of the Code of Conduct 

and their understanding of their obligation to model 

expected behaviors in their work and professional 

relationships. 

d. Designated employees will receive additional training by 

the City Attorney’s Office in state laws regarding ethics, 

including but not limited to AB 1234, FPPC Form 700, and 

the Brown Act. 

4. The senior leadership team shall discuss issues of concern 

regarding compliance with the Code of Conduct in connection 
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with periodic internal control reviews and make recommendations 

for improvement. 

5. The City’s performance evaluation process for employees shall 

include a discussion of ethical values and behaviors required by 

the Code of Conduct. 

6. The City Manager, City Attorney and CFO shall review workforce 

knowledge and experience regarding managing legal compliance 

in administrative functions to develop a program that continuously 

improves organizational capacity and competency relating to 

compliance objectives. 
 

Guideline 5: Performance Expectations and 
Appraisal/Evaluation Systems 

Background 
Ongoing employee performance evaluations will support the Council’s 

goal of creating a strong control environment by assuring that the City of 

Oxnard is served by an ethical, competent and accountable workforce. The 

SCO’s Internal Control Guidelines for Local Government Agencies 

recommend implementation of a performance evaluation system that 

includes elements related to assigned internal control responsibilities. The 

OMB’s Uniform Guidance for Federal Award Recipients also emphasizes 

performance management and performance reporting for grant-funded 

activities. The GFOA considers performance evaluation a best practice. 

The City implemented a new employee performance evaluation system in 

FY 2017-18. The Council has directed the City Manager to implement an 

ICIF consistent with COSO standards as recommended by the SCO and 

OMB. 

The Council establishes strategic goals for the City and wants reasonable 

assurance that the system of internal control will eliminate or mitigate 

risks that threaten achievement of those goals. Performance evaluations 

are an essential tool in creating this assurance. 

The purpose of this guideline is to: 

 Establish the elements of the City’s employee performance 

evaluation system that will apply to persons with financial 

management and operations internal control responsibilities as 

recommended by the SCO. Elements may also be adapted from 

GFOA’s best practices. 
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 Implement internal control-related elements in the City’s employee 

performance evaluation program. 

 Encourage recruitment and retention of competent, ethical 

employees. 

 Encourage regular discussions of ethical standards of conduct, 

internal control responsibilities and performance related to 

operating, reporting and compliance objectives to assure that the 

people operating the system of internal control can identify and 

manage threats by adapting the control system to current and 

expected conditions. 

 Create a fair and supportive system focused on accountability for 

assigned responsibilities. 
 

Administrative Guideline 
The City Manager shall ensure that a meaningful performance evaluation 

system is in place generally, and specifically as related to implementing 

the ICIF. This includes the formal annual review process and regular, 

ongoing performance discussions. Review of problems or issues should 

not be delayed until the annual review but should be discussed as they 

arise. 

1. City employees will be required to possess and maintain a level of 

competence that allows them to accomplish their assigned 

responsibilities, as well as understand the importance of effective 

internal control. Management shall establish and communicate 

expectations of competence for key roles, and other roles at 

management’s discretion, to help the City achieve its objectives. 

Managers will assess the related competence levels of staff and, to 

the extent necessary, provide training, mentoring, and coaching 

opportunities to reduce the competency gap. 

2. Managers will hold all City employees accountable for performing 

their assigned internal control responsibilities by incorporating 

those responsibilities into the performance expectations for each 

affected position and discussing them during the periodic 

performance evaluations for each position. 

3. Employees with internal control responsibilities shall be evaluated 

annually. All managers and supervisors shall evaluate those 

employees who report to them directly. 
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4. Performance evaluations shall include discussions about 

operations, reporting and compliance objectives that support the 

Council’s goals consistent with the City’s internal control policies. 

Such discussions will include ethical conduct and internal control 

roles and responsibilities. Internal control performance evaluations 

will be based on specific control assignments for systems, 

processes and control activities. 

5. Performance evaluation forms shall be updated to incorporate 

performance assessments related to compliance with internal 

control related operational, reporting and compliance objectives. 

6. Performance that falls below City standards will be addressed by 

providing recommendations for improving performance. 

Performance that is deemed egregious or creates significant 

deficiencies in internal control operations may become subject to 

progressive disciplinary procedures detailed in the City’s 

Personnel Rules and/or the memorandum of understanding for the 

affected employee. This may result in a performance improvement 

plan or other disciplinary actions up to and including termination 

from employment. 

7. The Finance Department shall provide regular feedback to City 

employees and managers regarding actions, policies and 

procedures that strengthen or weaken the system of internal 

control. 

Department heads and designees have the responsibility to provide direct 

and constructive feedback to employees regularly and not wait until a 

problem arises, and take action as needed to correct performance 

problems related to internal control. The following tasks are expected to be 

carried out by department heads and their designees. 

1. Establish measurable objectives for each employee based on 

internal control responsibilities. 

2. Conduct performance evaluations with each direct report at least 

annually and within a period not greater than 60 days after the end 

of the period to which the evaluation applies. Evaluations may be 

more frequent in periods of significant change or when 

performance issues require more frequent discussion. 

3. Identify risks, including fraud, that could affect objectives and 

controls needed to provide assurance that goals can be completed. 
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4. Identify training and development opportunities that would 

improve effective performance of responsibilities and prepare 

employees for future career opportunities. 

5. When appropriate, discuss succession, turnover, and contingency 

planning to reduce the risk that lapses resulting from turnover 

would create in internal control. 

 
 

Guideline 6: Financial Management and Operations Training 

Background 
The ICIF standards required for implementation of a Control Environment 

need to be based on ethical behavior, competency and individual 

accountability. Individual accountability cannot be effective unless 

internal control responsibilities are performed by employees who are 

experienced and knowledgeable about their assignments. Persons 

involved in financial management and services in the Finance and 

operating departments have responsibility for critical control activities that 

require technical knowledge and training. 

This guideline is to ensure that persons charged with responsibility for 

financial management and financial services receive training so they may 

perform, build and maintain assignments competently. 
 

Administrative Guideline 
1. Financial managers in all departments, including elected officials 

with managerial responsibilities, shall be required to competently 

administer and implement the City’s internal control system. 

Knowledge and skills should include, but not be limited to the 

following areas: 

a. Financial and regulatory reporting, 

b. Budget and financial analysis, 

c. Major transaction processing systems, 

d. Cash and investments, 

e. Issuance and management of long term debt, 

f. Continuing disclosure to capital market participants, 

g. Grant management, 

h. Utility financial management and reporting, 
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i. Development related systems including special districts 

and impact fees, 

j. Personnel related expenditures, and 

k. Non-personnel related expenditures. 

2. Managers and supervisors shall meet with each employee 

performing finance related work to develop an individual training 

plan to improve or maintain competence in operational and 

strategic priority areas related to their assignments for the next 

year. Copies of those plans shall be forwarded to the Finance 

Department prior to the beginning of the annual budget process 

based on instructions issued by the Budget Division. 

3. Finance Department managers will meet other department 

directors annually to identify training requirements for employees 

outside the department who have internal control responsibilities 

to develop a plan to meet finance-related training needs. 

4. Annual budgets shall provide adequate funding to provide in- 

house and external training required to maintain competency in 

financial functions. Training recommendations shall be based on 

internal and external resources, which may include: 

a. California Statement Municipal Finance Officers association 

(CSMFO) - webinars, chapter meetings, conference and 

group training; 

b. California Debt and Investment Advisory Commission 

(CDIAC) – group training; 

c. Government Finance Officers’ Association (GFOA) – 

publications, online training, webinars, Certified Public 

Financial Officer (CPFO) certification, group training and 

conference; 

d. League of California Cities – Conferences; 

e. American Institute of Certified Public Accountants (AICPA) 

or California Society of Certified Public Accountants 

(CSCPA) – Conferences and online training; 

f. Municipal Securities Rulemaking Board (MSRB) – Online 

and webinar training; 

g. California Municipal Treasurers’ Association (CMTA) – 

Conference and group training; 
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h. Association of California Water Agencies (ACWA) – 

Conference; 

i. California Public Employees Retirement System (CalPERS) 

– Contract Agency Conference; 

j. Public Retirement Journal – Annual seminars; 

k. American Payroll Association – conferences, group 

training, online training, webinars; 

l. California Association of Public Procurement Officials 

(CAPPO) – Conference, certification; 

m. California Municipal Revenue & Tax Association (CMRTA) 

– Conference. 

5. In-house training will be presented by City subject matter experts 

to ensure employees can fulfill specific financial internal control 

responsibilities that may be unique to Oxnard. 

6. Training plans and schedules should specifically incorporate the 

following elements: 

a. Specific external training where dates are known, e.g. 

conferences, GFOA training. 

b. Planned training hours and specified subject areas in 

employee training plans. Employees and supervisors 

should regularly review online, webinar and group training 

offerings from trusted providers to meet plan objectives. 

c. Sessions on fraud prevention and detection for employees 

working with transaction systems and vulnerable assets. 

d. Documentation, tracking and reporting of courses taken 

and completed by each employee. 

7. Employees participating in any training sessions should: 

a. Prepare a brief memo or email for their supervisor 

discussing the highlights of the training and describing 

what action they will take to apply the training at work. 

b. Share information with associates at regularly scheduled 

staff meetings following the training. 

c. Identify important issues in the training and make 

presentations in department meetings or present internal 

classes to improve knowledge and understanding. 
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8. Finance managers should meet annually to review and discuss 

training needs, develop objectives for the next fiscal year, review 

results of the prior year’s training activities and propose changes 

required to meet objectives. The results of this assessment should 

be incorporated in the budget request and shared with the City 

Manager and the senior leadership team. 
 

Guideline 7: Succession and Turnover Contingency Planning 

Background 
Implementing operating, reporting and compliance objectives are 

dependent on an adequate internal control system. Without adequate 

planning, employee turnover can cause disruption in the operation of 

internal control systems. The Finance Department has a critical role in the 

ICIF with responsibilities in all components of the framework. The SCO 

specifically recommends succession and temporary staffing contingency 

plans to mitigate or eliminate the risk that turnover will disrupt the 

internal control systems. 

This guideline defines the scope and frequency of succession and turnover 

contingency planning to create a sustainable system that ensures plans are 

created and regularly updated. 
 

Administrative Guideline 
1. The CFO and Human Resources Director shall identify financial 

management positions in the City and develop specific succession 

plans for all positions. Positions shall be reviewed annually to 

address turnover risk, and plans shall be updated at least every 

three years. City experience in recruiting and hiring individuals 

qualified to fill critical positions shall be considered in developing 

succession plans. 

2. The CFO and finance managers will identify those positions within 

and outside of the Finance Department considered critical to 

prevent disruptions in internal control systems and financial 

services. This should include identifying priorities for 

documenting important historical knowledge. 

3. The HR Director and CFO should review the existing 

characteristics of the employees of the department and other City 

employees with critical financial control responsibilities using the 

following criteria: 

a. Eligibility for retirement within five years, 
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b. Employees in a performance improvement program or 

subject to discipline, 

c. High-performing employees, 

d. Gaps identified in employee training plans, 

e. Employees seeking promotion or applying to other 

agencies, 

f. Possible successors to employees in critical positions, 

g. Years of experience, and 

h. Knowledge not shared by others in the organization. 

4. The CFO shall prioritize critical positions and develop specific 

succession and turnover contingency plans for critical positions. 

Plans should be prepared or reviewed for all critical positions on a 

three-year cycle with at least one-third of such position plans 

updated each year. A succession and turnover contingency plan 

should include several components as described below. 

a. A position profile that includes, at a minimum, the 

following information: 

 The approved position description; 

 Required training; 

 Documented and undocumented historical knowledge; 

 Contacts in and out of the department necessary to 

perform the job; 

 Critical competencies, knowledge, skills and traits 

needed to succeed; and 

 Assigned internal control responsibilities. 

b. A description of the planned approach to develop 

knowledge, skills and abilities needed to prepare possible 

successors for assignment to the critical position. These can 

include, among other things: 

 Mentoring and coaching, 

 Job shadowing, 

 Cross training, 

 Job sharing, and 

 Continuing education in relevant topics coordinated 

with employee training plans. 
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c. A plan for reassigning responsibilities and, if needed, 

acquiring part-time or consulting assistance, in the event of 

unexpected turnover in the critical position. 
 

Guideline 8: Adequate Finance Management and Operations 
Staffing 

Background 
ICIF standards indicate that excessive workload and inadequate staffing 

can compromise internal control activities. In prior years, the City has 

been significantly impacted by inadequate staffing and training and high 

turnover in administrative support functions with significant internal 

control responsibilities. Issues and findings identified by consultants and 

auditors left the City with major challenges to remedy past problems, 

develop the knowledge and skills of existing staff and build new systems 

and processes. Recruiting municipal financial professionals across the 

State is also challenging due to generational changes and the lack of 

professional development resulting from budget constraints. 

The combined challenges of supporting ongoing operations, fixing legacy 

problems in existing software systems, upgrading financial management 

systems, and training inexperienced staff significantly increase the risk 

that internal controls will be disrupted. These Guidelines are to develop a 

sustainable process to ensure necessary financial staff across the City is in 

place to mitigate and eliminate operational, reporting and compliance risk. 
 

Administrative Guideline 
1. The City Manager shall explicitly address resource needs in the 

annual budget for financial management services based on his/her 

independent evaluation of risks and priorities. 

2. The City Manager will report to the F&GC each year by December 

31 regarding the level of staffing and resources of the Finance 

Department and other financial management functions with 

respect to the following: 

a. Support for normal financial management operations with 

existing employees and expertise consistent with objectives 

assigned by the City Manager; 

b. Actions to address audit findings and implement auditor 

recommendations that have been reviewed and approved 

by the Council or F&GC; 
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c. Implementation and maintenance of the City’s ICIF; 

d. A plan for the implementation of new technology; and, 

e. The recruitment of qualified employees, employee 

development, succession and turnover contingency plans. 

3. The CFO shall recommend staffing levels and changes in the mix of 

skills needed to address issues. 
 

COSO Category B: Risk Assessment 
The Council and City Manager initiated an organization assessment in 

2014 to identify operational risks in the City Manager’s Office, Finance 

Department, Human Resource Department and Information Technology 

Department. The assessment identified management control deficiencies 

resulting in past operational ineffectiveness, reporting inaccuracies and 

weak compliance with laws and policies. The Council also provided 

funding in FY 2015-16 for additional studies of areas identified by 

consultants and auditors resulting in more detailed information about 

control deficiencies. 
 

Guideline 1: Risk Assessment Responsibilities 

Background 
The City Manager is responsible for providing direction to City staff 

regarding the development of internal control policies and procedures 

required to achieve City objectives and strategic goals and to 

appropriately allocate resources. Assessing risks that threaten operating, 

reporting and compliance goals is an essential component of the 

integrated framework and critical to supporting the Council’s strategic 

goals. Periodic risk assessments are important tools for adapting 

objectives, goals and internal controls to current conditions. 

The risk assessment process should be separate from the periodic internal 

control system review. Because the City will build its internal control 

system using the integrated framework over a period of years, the work 

will evolve. In the early stages, the City Manager relied on audit findings 

and recommendations of auditors and consultants to begin developing 

controls. 
 

Administrative Guideline 
The City Manager shall: 
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1. Ensure a risk assessment is regularly performed by City personnel, 

focused on Council and management goals and objectives, and 

guided by lawful and up-to-date internal controls, an effective 

organization structure, competency and ethical behaviors. 

2. Schedule periodic risk assessments that address each of the 

following factors: 

a. The ICIF policy, its implementation, effectiveness and need 

for change or modification. 

b. Citywide strategic goals with respect to operating, 

reporting, risk tolerance and compliance objectives. 

c. Planned responses and risk tolerance levels for risks that 

may impact City goals and objectives based on event 

identification that include: 

 The condition of the national, state and local 

economy; 

 Long-range financial forecasts based on existing 

service levels; 

 Infrastructure and capital asset condition 

assessments; 

 Projected growth in revenues, expenditures and 

staffing; 

 Analysis and planned responses to adapt the City’s 

use of technology to manage current and future 

risks; and 

 Effectiveness of defined controls in managing risks 

associated with major goals and objectives. 

3. Assign primary responsibility for facilitating and conducting the 

risk assessment to the Chief Financial Officer. 

The Chief Financial Officer shall: 

1. Develop policies and procedures that: 

a. Enable the Council to exercise its authority and 

responsibility to make informed decisions involving 

strategic direction, resource allocation, goals and objectives. 

b. Ensure that objectives are met, determine that resources are 

used effectively, and risks are managed appropriately. 
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c. Implement control systems to eliminate or reduce risks 

when implementing City goals and objectives. 

2. Monitor and report on the effectiveness of defined controls in 

managing risks associated with goals and objectives. 

3. Establish systems to report and analyze errors in major transaction 

systems and business processes to identify controls to improve the 

operation of systems. Examples of monitoring data include 

corrections to or reissuing payroll checks, utility billing 

adjustments, employee, customer and vendor complaints 

regarding payment timing or accuracy and construction contract 

disputes or audit adjustments. 
 

COSO Category C: Control Activities 
Control activities are the actions taken to control risks that threaten the 

City’s ability to achieve its operating, reporting and compliance objectives 

created by management to reach the Council’s strategic goals. Efficient 

prioritization, design, implementation and maintenance of internal control 

require new policies and processes for control activities that reduce or 

eliminate risks that threaten the ability of the City to achieve its objectives 

and further Council goals. The City’s Corrective Action Plan, required by 

the OMB to address Single Audit control weaknesses, also provides a 

focus for control development. 

After completion of the City risk assessment, the external findings-based 

control activities will be supplemented with controls that focus on a 

broader range of risks. A standard approach for developing control 

activities should be based on policy that complies with ICIF principles and 

components and eliminates and reduces risk based on reasonable 

standards and level of effort. 
 

Guideline 1: Development of Controls 

Background 
Internal controls should be thoughtfully deployed to ensure they are 

effective and sustainable. Development of controls should be tailored to 

the City’s specific risks, organizational capacity, and available resources. A 

process should be established that documents reports, systems and 

procedures and identifies the individuals who operate, monitor or depend 

on control activities. 
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Administrative Guideline 
1. The primary focus of initial controls development should be 

implementation of the Administrative Requirements of 2 CFR 200 

(2 CFR Chapter I, Chapter II, Part 200, et al. Uniform 

Administrative Requirements, Cost Principles, and Audit 

Requirements for Federal Awards; Final Rule; Federal Register/ 

Vol. 78, No. 248/Thursday, December 26, 2013/Rules and 

Regulations, also referred to as “Uniform Guidance or UG”). These 

grant controls receive priority because many audit findings relate 

to grant administration and because the Administrative 

Requirements with the exception of requirements related to 

procurement, were required by OMB for the City of Oxnard by 

July 1, 2015, following the effective date of the Uniform Guidance 

on December 26, 2014. (The deadline for Implementation of 

procurement requirements was deferred to July 1, 2018). 

2. Generally, systems are the highest level of internal control. 

Financial systems often focus on transaction processing, reporting, 

managing assets and liabilities and compliance. Because the ICIF is 

based on integration of controls, a control activity can relate to 

more than one system, risk, report or process. 

3. A map of the Finance Department’s major activities should be 

created by associating business processes and forms/reports with 

systems. Examples are provided in Table 4 below. 

Table 4. Sample Forms and Reports 
 

Business System Business Process Forms/Reports 

Personnel- 
related 
expenditures 

Pay type and benefit 
setup 

 Listing of pay type and benefits codes 

Creating employee 
master files 

 Personnel action form 

 Employment application 

 Employee setup form (e.g., W-4, health insurance election, 
deferred compensation, direct deposit) 

Time entry  Time sheets 

 Leave requests (e.g., vacation, sick, jury duty) 

Accounts payable Receipt of goods  Purchase order 

 Packing slip 

Invoice processing  Vendor invoice including account coding 

 Listing of vendor invoices approved for payment 

Vendor payment  Check/warrant 

 Warrant register 

ITEM #D-1

68



Administrative Implementation Guidelines City of Oxnard 

43 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
4. Establish internal controls that are documented where transactions 

change form (e.g., invoice is listed on an accounts payable register 

for payment) or where approval is obtained (e.g., time sheet is 

approved by a supervisor). 

5. Design internal controls to segregate duties to ensure that custodial 

(asset custody), recordkeeping (recording), and authorization 

(approval) functions are performed by different people for each 

transaction. 

6. Development priority should be given to business systems or 

processes where significant deficiencies or material weaknesses 

currently exist based on Single Audit and other external consultant 

audits. 

 

 

Business System Business Process Forms/Reports 

Financial 
reporting 

General ledger 
accounting 

 Chart of accounts 

 Adjusting journal entries listing 

 Recurring journal entries listing 

 Accrual and reversal entries listing 

 Supporting documentation for journal entries 

Comprehensive Annual 
Financial Report (CAFR) 
preparation 

 Trial balance reports 

 Balance sheet 

 Cash and investments 

 Capital asset listings 

 Long-term liabilities schedules 

 Fund balance reconciliation 

 Revenue and expenditure budget vs. actual reports 

 Account year-to-date detail reports 

Compliance with legal 
requirements 

 Schedule of federal awards 

 State Controllers Office reports (e.g., financial transactions, 
streets and roads, employee compensation) 

 CDIAC accountability reports 

Compliance with 
contractual obligations 

 Debt offering statements 

 Continuing disclosure reports for debt issues 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Guideline 2: Future Control Activities 

Background 
Not all control activities recommended by auditors or consultants are 

addressed in the ICIF implementing policies or in the 2 CFR 200 

Administrative Requirements implementing policies. The City’s 

independent auditors have characterized reported weaknesses affecting 
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financial reporting as material, significant, non-compliance and best 

practices. Policies implementing control activities to address 

recommendations in the findings rely on the auditor’s expert analysis for 

information about the reasons for controls and the purpose of 

implementing the controls. 
 

Administrative Guideline 
1. All persons designing control activities should consider the 

following factors related to the ICIF to ensure the reasons and 

purpose associated with implementing the control activity are 

considered: 

a. Risks addressed by the external finding recommendation or 

staff proposed control; 

b. Reporting, compliance or operating objectives threatened 

by the risk; 

c. Materiality – dollar impact of the risk; 

d. Significance – impact on achieving objectives or reaching 

goals (Different from the Single Audit definition of 

“significant” that refers to weaknesses not likely to result in 

material misstatement of financial information but that 

should be brought to the attention of management); 

e. Likelihood of risk: high, medium, low; 

f. Expected impact of control implementation on risk – 

elimination, significant reduction, moderate reduction; 

g. Elements from the Control Activity Standards Policy to be 

used in the proposed control; 

h. COSO ICIF principles to incorporate in the control activity 

based on the ICIF components to which they relate; 

i. Related control activities that support or are supported by 

the proposed control; 

j. Reports created or affected by the control; 

k. Compliance or reporting standards related to the control 

activity; 

l. Complexity, time and cost to implement; 

m. Existing or planned information systems support required 

to implement; and 
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n. City positions with responsibility to implement and operate 

the control activity. 

2. Activities designed to address high-priority risks should include 

more detail about the factors considered in the design. Lower risk 

activities may use more limited documentation because the detail 

complicates communication of relatively simple concepts. The 

reasoning for documentation levels and design choices should be 

documented. Recommended documentation standard examples 

include: 

a. High risk/mission critical – policy, control design documents, 

detailed procedures, IT integration, monitoring, large and 

small group formal training in Finance and other 

departments, regular meetings; 

b. Moderate risk – desk manuals, FAQs and handouts, periodic 

meetings and small group formal training; monitoring 

through analytical review and sampling; and 

c. Low or sensitive – FAQs and handouts, staff meetings, 

informal training with monitoring through analytical 

review or notification of sensitive issues. 

3. Recommended monitoring standards include: 

d. High risk/mission critical – frequent, (e.g., every time control 

is applied, multiple reviews required, daily reconciliations, 

physical inventory, surprise cash audits, analytical review); 

e. Moderate risk – Periodic review, exception filters, 

nonstandard entry classification; and, 

f. Low or sensitive – Periodic review, sampling, staff meeting 

topic, on job training. 

4. COSO’s ICIF and the GAO’s standards require all controls to be 

implemented through policies. Control activity design precedes 

preparation of the implementing policy. A control policy may 

stand alone, may specify other policies that will be designed and 

implemented, or may implement a more general policy as it 

applies to a specific business process or report. 

Because policies integrate, they are not necessarily organized in a 

strict hierarchical fashion. This integration accounts for the ICIF 

emphasis on people constantly adapting to changing conditions 
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and new threats by relying on a framework of system components 

and design principles. 

5. Because of the adaptive nature of the system, control activities 

should be as lean as possible and focused on specific threats. 

Analysis, planning and communication are essential. Policies 

should be sufficient to address risks and help employees fulfill 

their control responsibilities but should not be so complex, 

individually, to discourage adaptive change. 

6. The proposed control activity policy should be developed with a 

good understanding of the risk associated with the recommended 

or proposed control. State the important reasons for creating the 

control and the expected result of implementing the control. That 

will create the foundation for the control activity design. 

7. A control activity proposal should contain the following 

information in addition to the reasons and purpose: 

a. What activities are required by the policy? (e.g., 

reconciliation, authority, segregation of duties). (Refer to 

the Policy on Control Activity Standards for typical 

building blocks of internal control). 

b. What quality information must be available to complete the 

activity? Who prepares it? 

c. Who will adopt the policy implementing the control and 

when? 

d. Who will implement the control and when? 

e. Who will operate the control within and outside of the 

Finance Department in terms of processing, decision 

making or report preparation? 

f. How will the control documentation be communicated and 

to whom? 

g. Who will monitor the control and how? 

8. Prepare a draft control activity to correct the deficiency or control 

the risk with appropriate information identified in the policy. 

Review the proposed control activity policy with employees who 

will be responsible for operating it and others affected by the 

activity; then incorporate appropriate changes. 
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9. Review the revised control activity policy proposal with the CFO’s 

designee and the manager(s) responsible for supervising persons 

responsible for operating the control activity and incorporate 

appropriate changes. Document the review and approval process 

for the person(s) who will adopt the control activity. 
 

Guideline 3: Administration of New and Restricted Funds 

Background 
In 2015, the City’s internal auditor concluded the City did not have 

adequate staffing or expertise to ensure that its accounting and reporting 

systems produce accurate financial reports. The City’s consultants and 

auditors identified material and significant problems in the creation of 

restricted governmental funds and business-type funds. A major priority 

of the City Manager and the CFO is to ensure restricted funds are 

administered in compliance with legal and policy requirements. This will 

also ensure that funds collected are only expended for the specified 

purposes for which they were collected (e.g., gas tax revenues only being 

spent on eligible road infrastructure maintenance and improvements). 
 

Administrative Guideline 
1. Responsibility for managing the creation and ongoing operation 

and maintenance of restricted funds is delegated to the Assistant 

Chief Financial Officer (ACFO). The Controller and designated 

staff members shall assist in fulfilling these responsibilities for 

funds assigned to them by the CFO. 

2. Business processes, control activities, reporting responsibilities and 

compliance standards will be developed for each new fund 

through work assigned to a Compliance Team formed for that 

purpose. For existing restricted funds, the CFO and ACFO shall 

prioritize funds based on the materiality and significance of 

deficiencies in those funds and shall assign a Compliance Team 

(e.g., representatives from departments who collect and/or expend 

the restricted resources) to redesign processes, activities, reporting 

and compliance to eliminate or mitigate the risks associated with 

deficiencies. Compliance Teams assigned to this responsibility 

should be supported by expert advice, if required. 

3. The CFO may consider establishing a separate team of employees 

to correct legacy deficiencies and assist staff assigned to 

management and maintenance of restricted funds with 

implementing changes. For larger restricted funds the City 
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Manager or CFO will consider assignment of permanent 

administrative staff to assure that operating, reporting and 

compliance objectives are achieved. 

4. Compliance Teams and individuals assigned responsibility for 

creation or changes for restricted funds shall: 

a. Seek training, conduct research and review relevant 

agreements, laws and regulations to develop competent 

knowledge of risks and objectives. 

b. Request assistance with issues that require additional legal 

advice or information from a subject-matter expert. 

5. The team or staff member assigned to create or revise restricted 

fund processes should: 

a. Consult relevant stakeholders, 

b. Assess organizational capacity to implement and maintain 

the changes, 

c. Conduct a focused risk assessment, 

d. Design new or revised control activities with basic 

documentation including references to controlling legal and 

contractual provisions and fraud exposure, 

e. Develop and communicate a proposed implementation 

plan and timeline to stakeholders, and 

f. Establish monitoring criteria. 

6. New fund and existing fund plans should comply with the ICIF 

concepts and incorporate the relevant principles to the extent 

feasible. 
 

Guideline 4: Non-Standard Issues Related to Accounting, 
Compliance and Reporting Requirements 

Background 
In the Single Audit report for fiscal year ending 2015, and subsequent 

reports, the independent auditors noted that the City did not have 

qualified staff, or a process to secure needed expertise to analyze non- 

standard items in terms of accounting, compliance and reporting 

requirements. The American Institute of Certified Public Accountants 

(AICPA) indicates that non-standard items are the source of a large share 

of the causes of material misstatements of financial statements. Further, 
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the AICPA recognizes that non-standard journal entries are a significant 

method for concealing instances of fraud and abuse. Non-standard entries 

dealing with unusual or highly technical matters also can become the 

source of errors that threaten the Finance Department’s reporting objective 

of providing timely, accurate and useful information. 

When employees do not have adequate training, competence or oversight 

their accounting decisions can lead to inaccurate financial reporting or 

non-compliance with legal requirements. Many new Finance Department 

employees have joined the City and do not yet have extensive experience 

or training in municipal accounting, regulations, financial policy and 

operation. 
 

Administrative Guideline: 
1. Compliance Teams will be convened to perform rapid evaluation 

of material or significant non-standard items, including proposed 

journal entries for new, infrequent and unusual transactions, 

proposed management overrides of internal control, and identified 

risks and standards requiring adaptation of financial reporting or 

the ICIF. Material refers to the dollar amount of the financial 

transaction or system and significance refers to the potential 

impact of the matter on the City’s ability to reach its reporting or 

compliance goals. Projects can include new or rare transactions, 

systems to manage transactions and reports and projects to 

improve or correct existing practices that do not help achieve 

financial reporting or compliance objectives. 

2. Compliance Team members will be responsible for specific issues 

and will be appointed by the CFO based on knowledge and 

experience. Staff from outside the Finance Department may 

participate as team members. It is expected that at least three team 

members will convene to deal with issues referred to a Compliance 

Team. 

The CFO may appoint a Finance Department Compliance Team 

coordinator to make assignments, monitor progress and provide 

continuing education for employees assigned to teams. Specific 

items will be assigned to teams of at least three members selected 

based on the knowledge and skills required to address the item. 

Team assignments should be relatively short, lasting the duration 

of the project to analyze, recommend, and implement 

improvements. 
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3. Items requiring Compliance Team analysis and recommendation 

may be referred to the CFO or ACFO by the City Manager or City 

Attorney, employees within or outside of the Finance Department, 

and by auditors or consultants. Some matters relating to 

operational objectives will be referred to the City Manager’s Office 

or City Attorney for evaluation or action. 

4. The team may request advice from the City Attorney’s Office in its 

evaluation of reporting and control issues related to non-standard 

items. Items that are recurring, immaterial, insignificant or 

unrelated to financial reporting or controls should be handled in 

the normal course of business. 

5. Team analyses may be referred to the internal auditor for 

prioritization in their audit program. Teams may be formed to deal 

with material or significant items reported on the hotline at the 

request of the internal auditor. 

6. For items that require involvement of several individuals, the CFO 

will appoint a team coordinator who will schedule team meetings. 

Meetings should focus on sharing information and developing 

standards and procedures for team operation. As the program 

develops, team assignments will support the succession and 

staffing contingency policy by providing broad exposure and 

experience for employees. 

7. Employees who participate as team members will receive training 

and briefings to keep them abreast of developments in financial 

accounting standards and to build skills in research, analysis and 

option development. Other topics will relate to significant legal 

changes and the ongoing implementation of the ICIF. 

8. When addressing non-standard items, team members will have the 

following responsibilities: 

a. Determine and describe the risk, materiality or significance 

of the item. 

b. Conduct research to understand the financial reporting, 

internal control and legal compliance issues associated with 

the item. 

c. Analyze the fraud risks presented by the item. 

d. Document research, analysis and materiality and 

significance findings in a brief memo. 
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e. Protect confidential information. 

f. Design and document controls for future management of 

the risks associated with the item, if appropriate. 

g. Recommend appropriate actions related to the item. 

Actions can include rejection, revision, or approval by a 

person authorized to take action. 

h. Document the reasons for management override of internal 

controls and the measures taken to minimize the risk of 

fraud or abuse associated with the override. 

i. Prepare a summary of team activities for periodic internal 

control system reviews with the City Manager and Senior 

Leadership Team. 
 

COSO Category D: Information and Communication 

In 2015, the City’s independent auditors identified material and significant 

weaknesses in the internal controls, including lack of documentation, 

communication and training. Information and ongoing, effective 

communication across the City organization is critical to be able to adapt 

to changes in law, implement the ICIF and appropriate internal controls, 

allocate financial resources, and make decisions about the City’s long-term 

financial sustainability. The Council policies establish expectations 

regarding implementation of the ICIF and timely and accurate financial 

management information from City management. 

An information system is the set of activities involving people, processes, 

data and/or technology that enable the City to obtain, generate, use and 

communicate transactions and information to maintain accountability and 

measure and review performance or progress toward the achievement of 

objectives. 

A communication system consists of methods and records established to 

identify, capture and exchange useful information. Information is useful 

when it is timely, sufficiently detailed, and appropriate to the user. 

Communication is not an isolated, internal control component. It affects 

every aspect of an organization’s operations and helps support the system 

of internal control. The feedback from a communication network can help 

managers evaluate how well the various components of internal control 

are working. 
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Guideline 1: Developing Effective Information and 
Communication Activities and Channels 

Background 
Communication and understanding within and outside the Finance 

Department was weak in prior years, resulting in misunderstandings and 

distrust that reduced the effectiveness of internal controls. The Council 

polices establish expectations about communication and management 

information for implementation of the ICIF which must rely on open, 

honest and effective information and communication activities. 
 

Administrative Guideline 
1. Initial implementation of information and communication systems 

should include the following items: 

a. Reporting and compliance objectives related to financial 

reporting; 

b. Financial systems; 

c. Business processes; 

d. Financial reports; 

e. Financial and non-financial compliance reports; 

f. Rosters of employees with full or partial responsibility for 

operation and control of systems, processes or reports 

within and outside the Finance Department; and 

g. Rosters of employees who depend on financial systems and 

processes to manage operations. 

2. Management information is expected to be timely, accurate and 

useful. It should be consistent with the resources allocated by the 

Council. Management should establish information and 

communication channels that: 

a. Provide timely, accurate and useful information, 

b. Are tailored to individual needs, 

c. Inform employees of their duties and responsibilities and 

enable them to carry them out effectively, 

d. Enable the reporting of sensitive matters, 

e. Enable employees to provide suggestions for improvement, 
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f. Convey the importance of internal control responsibilities, 

and 

g. Enable communication with external parties. 
 

Guideline 2: Expected Compliance with Information and 
Communication Principles and Activities 

Background 
The Council policies establish standards and expectations for the 

information and communication component of the ICIF that emphasize 

competence, ethics, and accountability that require courtesy and respect 

consistent with the City’s Personnel Rules and Regulations. Open, clear 

and direct communication within the organization will encourage the 

identification and resolution of problems and facilitate discussions of 

accountability and performance. 

The City Manager expects all managers and employees to take internal 

control responsibilities seriously and work collaboratively to build a 

strong system of internal control that is appropriate for the risks affecting 

the City and the resources available. This includes complying with the 

expectations to share necessary and appropriate information within the 

department, the organization, with elected officials (through appropriate 

channels), and with the public. 
 

Administrative Guideline 
1. All managers shall provide relevant, quality information and 

communication that enable employees to understand and 

effectively execute their internal control responsibilities. 

2. Investment in information and communication should be 

prioritized based on risk materiality and significance and 

communication products and processes should be designed to be 

adjusted and improved with reasonable effort. In some cases, 

detailed procedures are warranted; in others, FAQs, desk manuals, 

information shared in meetings or training will assure controls are 

consistently applied in practice. 

3. All managers are expected to support the CFO in developing and 

analyzing information and in reviewing and documenting 

instances where decisions were made to override internal controls. 

Support of the CFO for promptly addressing findings of internal 

and external auditors is also expected. 
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4. Senior managers are expected to be familiar with policies adopted 

by the Council, City Manager and Chief Financial Officer to 

implement the ICIF and participate in periodic discussions or 

evaluations related to internal control. 

5. All managers shall take responsibility to understand the controls 

and the risks being managed, to improve control integration and 

operation of controls, and to assure their consistent application. 
 

COSO Category E: Monitoring 

In 2015, the City’s independent auditors and consultants identified many 

weaknesses in internal control that can prevent: 1) production of relevant, 

quality financial information; 2) compliance with laws, regulations and 

policies; and, 3) effective operations. A fundamental component of the 

ICIF is effective monitoring of the internal control process and taking 

actions to correct deficiencies and increase effectiveness of control 

activities. 
 

Guideline 1: Monitoring Responsibilities and Actions 

Background 
Monitoring controls are used by management to assess the effectiveness of 

internal controls over time. The SCO’s Guidelines for Internal Control – 

Local Government Agencies identifies several actions that provide 

effective monitoring of controls. Other implementing policies of the City 

contain monitoring activities consistent with SCO recommendations that 

integrate with this policy. Specific monitoring actions need to be enacted 

to ensure that internal controls remain effective and adapt to changes 

affecting the City. 
 

Administrative Guideline 
1. Internal control monitoring is the responsibility of all City 

employees. Managers and employees are expected to support and 

cooperate with the CFO and their staff who have leadership 

responsibility for maintaining the ICIF. 

2. Controls associated with significant and material threats or risks 

should be monitored at the transaction level so actions that depend 

on approvals are within the scope of duties of trained and 

knowledgeable staff, that segregation of duties eliminates or 

minimizes conflicts of interest, and that actions comply with 

relevant legal requirements, contract provisions or policies. 
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3. Monitoring activities for systems where individual transactions are 

not generally material should concentrate on analytical reviews 

like comparing budget to actual for revenues and expenses, 

identifying residual balances in clearing accounts, or reviewing 

fund deficit cash balances and reserves. In addition, review of the 

timely completion of reconciliations and postings that can have a 

material effect on financial reporting should be routine and 

ongoing. Barriers to timely completion of control processes for 

payroll, utility billing, cash and investments, accounts payable, 

budget administration, debt, and capital assets should be 

addressed promptly. 

4. Staff with internal control responsibilities shall meet regularly to 

discuss proper execution of controls and problems encountered 

with compliance or management override of controls. In 

recognition of the fact that major systems are managed in 

administrative and operating departments, meetings should 

include representatives of all departments that have internal 

control responsibilities for systems or processes. 

5. For major transaction systems, monitoring activities should take 

advantage of information provided by those most affected by the 

operation of the system. Feedback about paychecks, utility bills, 

vendor payments, development fees and assessments or special 

taxes should be collected and analyzed to identify opportunities to 

improve controls. 

 

6. When outside vendors process material transactions or hold City 

funds in trust (e.g., maintenance contractors, employee benefit 

providers, third-party claims administrators), responsible 

managers should have a high level of interaction with vendor 

personnel. The fiduciary responsibilities of the City and the vendor 

should be clearly understood by both parties. In some instances, 

vendors should provide audit reports or other documentation 

relating to the adequacy of internal controls over transactions. 

 

7. Priority for investment in the processes, activities and changes 

relating to monitoring the City’s internal control should be based 

on the following criteria: 

a. Materiality, 

b. Impact on accomplishing objectives, 

c. Likelihood an event will occur, 

d. Assurance of legal compliance, 
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e. Building and maintaining confidence in integrity and 

reliability, and 

f. Prevention or detection of fraud. 

 

8. For high priority items, highly trained staff analysis on a periodic 

basis with documented communication is appropriate. Lower 

priority issues can be monitored through regular meetings and less 

formal documentation. Other monitoring investments should be 

focused on continuous improvement and training. Routine items 

with low risk can be managed through the day-to-day interaction 

among supervisors and employees and between employees. 

Discussions of fraud risk and regular training are important. Most 

fraud detection results from observations by the perpetrator’s co- 

workers. 
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CITY OF OXNARD 
INTERNAL CONTROL – INTEGRATED 
FRAMEWORK  

Presentation to Finance & Governance Committee 

July 14, 2020 
 

Christine Williams, Senior Manager, Internal Controls 
 

  
 

 

RECOMMENDATION 

2 

That the Finance & Governance Committee receive a 
presentation on the Internal Control – Integrated 
Framework, provide feedback on such framework and 
associated proposed policies, and give authorization for 
staff to present the item to City Council to adopt the 
following four framework implementing policies and 
approve the City of Oxnard Internal Control – Integrated 
Framework.  

ITEM #D-1

83



AGENDA 

3 

• What is Internal Control? 
• Committee of Sponsoring Organizations (COSO) 
• Framework Components 
• City of Oxnard Internal Control – Integrated Framework 

(ICIF) 
• City Council and Management Guidelines 
• Next Steps 
• Questions 

 
Internal controls are mechanisms, rules and 
procedures implemented by an organization to 
ensure the integrity of financial and accounting 
information, promote accountability, and prevent 
fraud.  Internal controls can also help improve 
operational efficiency by improving the accuracy and 
timeliness of financial reporting. 

 
 
 
 

WHAT IS INTERNAL CONTROL? 

4 
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INTERNAL CONTROL 

5 

 
Build and sustain a highly competent, ethical and 
accountable organization within a strong internal 
control environment.  

COSO  COMMITTEE OF SPONSORING 
   ORGANIZATIONS OF THE TREADWAY COMMISSION 

6 

Committee of Sponsoring 
Organizations of the 
Treadway Commission 
(COSO)  

American 
Accounting 
Association (AAA) 
American Institute 
of Certified Public 
Accountants 
(AICPA) 
Financial 
Executives 
International (FEI) 
Institute of 
Management 
Accountants (IMA) 
Institute of Internal 
Auditors (IIA) 
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GOVERNMENTAL CHALLENGES 

7 

Environmental changes... …have driven Framework updates 

Expectations for governance oversight 

Globalization of markets and operations 

Changes and greater complexity in 
business 
Demands and complexities in laws, rules, 
regulations, and standards 

Expectations for competencies and 
accountabilities 
Use of, and reliance on, evolving 
technologies 
Expectations relating to preventing and 
detecting fraud   

FIVE FRAMEWORK COMPONENTS 

8 

• Control Environment  
• Risk Assessment 
• Control Activities 
• Information and Communication 
• Monitoring 
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FRAMEWORK COMPONENTS AND GUIDELINES 

9 

Control 
Environment 

Risk 
Assessment 

Control 
Activities 
 

Information & 
Communication  

Monitoring 

Policy Level 
(9) 

City Council 
Policies (5) 

City Council 
Policies (1) 

City Council 
Policies (1) 

City Council 
Policies (1) 

City Council 
Policies (1) 

Organization 
Level (16) 

Management 
Guidelines (8) 

Management 
Guidelines (1) 

Management 
Guidelines (4) 

Management 
Guidelines (2) 

Management 
Guidelines (1)  

Fi
rs

t S
te

ps
 

NINE ICIF RECOMMENDED POLICIES 

10 

A. Control Environment   

1. Adoption of Internal Control – Integrated Framework 

2. Adoption of Internal Control Oversight Responsibilities 

3. Finance and Governance Committee Duties and 
Responsibilities 

4. Assignment of Authority and Responsibility for Achieving 
Operational, Reporting and Compliance Objectives 

5. Performance Evaluations of City Manager and City Attorney 
(already in place) 
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NINE ICIF RECOMMENDED POLICIES 

11 

B. Risk  

6. City Council’s Risk Assessment Responsibilities 

C.   Control Activities  

7. Development and Implementation of Internal Controls 

D.   Information and Communication 

8. Commitment to Transparent and Complete Information and 
Communication  

E.   Monitoring  

9. Creation of a Monitoring System 

 

SIXTEEN ICIF MANAGEMENT GUIDELINES 

12 

A. Control Environment:    
1. Implementation 
2. City Council and ICIF Oversight 
3. Progress Reporting 
4. Integrity and Ethics 
5. Performance Expectations and Appraisal 
6. Training 
7. Succession and Turnover Planning 
8. Adequate Staffing 
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SIXTEEN ICIF MANAGEMENT GUIDELINES (CONT’D) 

13 

B. Risk Assessment:  
1. Risk Assessment Responsibilities 

• Identify risks 
• Risk tolerance and appetite 

C. Control Activities:  
1. Development of Controls 
2. Future Control Activities 
3. Administration of New and Restricted Funds 
4. Non-Standard Issues Related to Accounting, 

Compliance and Reporting requirements 
 

SIXTEEN ICIF MANAGEMENT GUIDELINES (CONT’D) 

14 

D. Information and Communication: 

1. Developing Effective Information and Communication 
Activities and Channels 

2. Expected Compliance with Information and Communication 
Principles and Activities 

E. Monitoring:  

1. Responsibilities and Actions 

• ICIF Review 

• Audit Committee 

• Auditors and consultants 

• Hotline 
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ICIF NEXT STEPS 

15 

  Time Line Task 
September 1, 2020 
City Council Meeting 

Control Environment Component: 
City Council Policies and ICIF 

December 8, 2020 
Finance and Governance Committee  

Risk Assessment Component: City 
Council Policy 

January 5, 2021 
City Council Meeting 

Risk Assessment Component: City 
Council Policy 

RECOMMENDATION 

16 

That the Finance & Governance Committee receive a 
presentation on the Internal Control – Integrated 
Framework, provide feedback on such framework and 
associated proposed policies, and give authorization for 
staff to present the item to City Council to adopt the 
following four framework implementing policies and 
approve the City of Oxnard Internal Control – Integrated 
Framework.  
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17 

 
Questions 
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 FINANCE AND GOVERNANCE COMMITTEE
 AGENDA REPORT

 

REPORTS
AGENDA ITEM NO. D.2 

  
  
DATE: July 14, 2020
  

TO: Finance & Governance Committee
  

FROM: Keith Brooks, Chief Information Officer, (805) 385-7597, keith.brooks@oxnard.org
  

SUBJECT: Response to Grand Jury Report, “Cybersecurity Strategies for Cities in Ventura County.” 
(5/5/5)

 

RECOMMENDATION
 

That the Finance and Governance Committee recommend the City Council authorizes the Mayor, the City 
Manager, and the Chief Information Officer to respond on behalf of the City Council, to the Grand Jury Report 
titled “Cybersecurity Strategies for Cities in Ventura County” dated May 21, 2020, in the form included as the 
attachment titled “Response To Grand Jury Report Form.”
 

BACKGROUND
 

On May 21, 2020, the Ventura County Civil Grand Jury (“Grand Jury”) delivered a Report on Cybersecurity 
Strategies for Cities in Ventura County (“County”). The City of Oxnard (“City”) is required to respond to the 
Grand Jury's conclusions and recommendations. Those conclusions and recommendations are listed in the 
tables below, along with the City's responses:  

Number Conclusions Agree Disagree N/A

C-01

While the Grand Jury recognizes each City is taking steps to 
implement cybersecurity and to defend against cyberattacks, it 
concludes there is no perfect solution to cybersecurity or defense 
against cyberattacks.

X

C-02 The Grand Jury concluded eight Cities are currently using suboptimal 
web addresses for their websites. X

C-03
The Grand Jury concluded generally Cities are not utilizing free 
federal and discounted federally aligned resources available to Cities 
to bolster their cybersecurity defenses.

X

C-04 The Grand Jury concluded cybersecurity staffing could be improved 
with more effective recruiting and staff retention practices. X
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C-05
The Grand Jury concluded Cities should manage cyber risks associated 
with vendors by requiring they provide annual documentation 
regarding cybersecurity insurance and cybersecurity practices.

X

C-06
The Grand Jury concluded some Cities do not clearly identify 
expenditures regarding information technology or cybersecurity in 
their budgets.

X

C-07
The Grand Jury concluded all Cities would benefit from 
comprehensive cyber incident response, recovery, and business 
continuity plans.

X

Recommendations:

Number Recommendations Agree Disagree N/A

R-01
The Grand Jury recommends Cities establish secure web 
addresses through the use of HTTPS or other such protocols. 
(C-02)

X

R-02
The Grand Jury recommends Cities establish trustworthy web 
addresses by following the California Department of 
Technology domain name taxonomy guidance. (C-02)

X

R-03

The Grand Jury recommends Cities utilize free federal and 
federally aligned cybersecurity services as set forth in 
Appendix 02 to supplement internal staff and/or replace 
vendor services whenever possible. (C-03)

X

R-04 The Grand Jury recommends Cities’ IT staff subscribe to 
CISA updates online. (C-03) X

R-05
The Grand Jury recommends Cities take advantage of 
discounted services and cooperative purchasing programs 
whenever possible. (C-03)

X

R-06

The Grand Jury recommends Cities develop personnel cost-
saving opportunities and create a cybersecurity talent pool by 
recruiting interns or graduating students using: (C-04)

 The Scholarships for Service program described in 
Appendix 02

 Local education institutions (high school, community 
college, private college and state university)

X

R-07

The Grand Jury recommends Cities maintain good vendor 
management by: (C-03, C-05)

 Obtaining CISA assistance to conduct risk 
management assessments on all third-party vendors 

X
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that have access to any confidential data or that 
interact with City networks and systems

 Requiring all vendors to provide cybersecurity 
documentation. As part of their ongoing third-party 
due diligence, Cities should evaluate vendors for 
compliance and risk on an annual basis

 Requiring IT vendors to obtain cybersecurity 
insurance.

R-08
The Grand Jury recommends Cities clearly identify expenses 
for their Information Services (Technology) Departments in 
their approved budgets. (C-06)

X

R-09
The Grand Jury recommends Cities develop and test cyber 
incident response, recovery, and business continuity plans. 
(C-07)

X

R-10
The Grand Jury recommends Cities implement the best 
practices for teleworking as published by the California 
CyberSecurity Integration Center. (C-08)

X

Recommendations R-01, R-03, R-04, R-05, R-06, R-07 and R-08 above have already been 
implemented. Recommendation R-09 will be implemented this fall. Recommendation R-11 will be 
implemented this winter. Regarding the City's website, the City agrees generally with C-02 and R-02, but this 
will require further analysis in the coming year. Regarding teleworking, the City currently has no such policy; 
staff agrees that best practices are appropriate as stated in recommendation R-10, and should the City 
implement such a policy, then we would follow those practices.

 
The entire Grand Jury report is presented as the attachment titled “Grand Jury Report - Cybersecurity Strategies 
For Cities in Ventura County” and the City's response is presented as the attachment titled “Response To Grand 
Jury Report Form.” 

With regard to FA-20 in the Report, the City’s contract with Google, Inc., for the G Suite Enterprise 
communication and collaboration platform for cloud based email, calendar, contacts, document collaboration 
and unlimited storage, adheres to the exacting federal security standards for cloud computing security to 
achieve FedRAMP (Federal Risk and Authorization Management Program) certification.

With regard to FA-25 in the Report, the City does require cyber liability insurance for our technology 
vendors. The City is mindful of the need not to disclose vulnerabilities of, or otherwise increase the potential 
for an attack on, an information technology system. Therefore, this report does not detail any specific 
cybersecurity vulnerabilities that may have been discovered during the Grand Jury’s investigation or the 
specifics of cyber liability coverage.
 

STRATEGIC PRIORITIES
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This agenda item is a routine operational item or does not relate to the four strategic plans adopted by City 
Council on May 17, 2016.
 

FINANCIAL IMPACT
 

This is an informational report and has no financial impact.
 

Prepared by: Keith Brooks, Chief Information Officer, Ken Austin, Systems Administrator
 

ATTACHMENTS
1. Response to Grand Jury Report Form
2. Grand Jury Report - Cybersecurity Strategies For Cities in Ventura County
3. Presentation - Response to Grand Jury report - Cybersecurity Strategies for Cities in Ventura County
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Response   to   Grand   Jury   Report   Form  
 

Report   Title:   Cybersecurity   Strategies   for   Cities   in   Ventura   County  
 
Report   Date: June   25,   2020  
 
Response   by:     Keith   Brooks  Title:   Chief   Information   Officer  
 
FINDINGS   /   CONCLUSIONS   
 

I   (we)   agree   with   the   findings/conclusions   numbered:   C-01   -   C-08   and   R-01   -   R-11  
 

I   (we)   disagree   wholly   or   partially   with   the   Findings   /   Conclusions   numbered:     N/A  
(Attach   a   statement   specifying   any   portions   of   the   Findings/Conclusions   that   are  
disputed;   include   an   explanation   of   the   reasons.)  

 
 
RECOMMENDATIONS  
 

● Recommendations   numbered   R-01,   R-03,   R-04,   R-05,   R-06,   R-07   and   R-08   have   been  
implemented.  

(Attach   a   summary   describing   the   implemented   actions   and   date   completed.)  
 

● Recommendations   number   R-02,   R-09   and   R-11   have   not   yet   been   implemented   but   will   be  
implemented   in   the   future.   The   City   agrees   generally   with   C-02   and   R-02,   but   this   will   require  
further   analysis   in   the   coming   year.  

(R-09   will   be   implemented   by   9/1/20.   R-11   will   be   implemented   by   12/31/20)  
 

● Recommendation   numbered   R-10   requires   further   analysis.  
(We   agree   that   best   practices   are   appropriate   as   stated   in   recommendation   R-10,   and  
should   the   City   implement   such   a   policy,   then   we   would   follow   those   practices.)  

 
 

Date:       6/25/2020 Signed:       
 
 
Number   of   pages   attached:      6  
 

1  
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Attachments/Responses:  
 
 

● R-01    Attachment    -   Example   of   Secure   Web-Site   Protocols   (HTTPS).   Two   examples   provided.  
● R-02   Response   -   The   City   agrees   generally   with   C-02   and   R-02,   but   this   will   require   further  

analysis   in   the   coming   year.  
● R-03    Attachment    -   Email   verifying   Federal   Cybersecurity   program   signup   and   a   screenshot   of  

the   program.  
● R-04    Attachment    -   Email   verifying   subscription   to   Cybersecurity   Infrastructure   Security  

Agency.  
● R-05   Response   -   The   City   leverages   discounted   services   and   cooperative   purchasing   programs  

whenever   possible.  
● R-06    Attachment    -   Signed   MOU   with   VCCCD   for   internships.  
● R-07    Attachment   and   Response    -   NIST   (National   Institute   of   Standards   and   Technology)  

compliant   Cybersecurity   Framework   for   CentralSquare   Enterprise   Resource   Planning   system  
(Attachment).   CISA   (Cybersecurity   and   Infrastructure   Security   Agency)   assistance   in   progress.  
The   City   does   require   cyber   liability   insurance   for   our   technology   vendors.   The   City   is   mindful  
of   the   need   not   to   disclose   vulnerabilities   of,   or   otherwise   increase   the   potential   for   an   attack   on,  
an   information   technology   system.   Therefore,   this   report   does   not   detail   any   specific  
cybersecurity   vulnerabilities   that   may   have   been   discovered   during   the   Grand   Jury’s  
investigation   or   the   specifics   of   cyber   liability   coverage.  

● R-08   Response   -    IT   expenses   are   clearly   defined   in   the   City   Budget   (beginning   on   Page   135)   
(https://www.oxnard.org/wp-content/uploads/2020/06/FINANCE_proposed_budget_book_20_21.pdf)  

● R-09   Response   -   The   Cyber   Incident,   Response,   Recovery,   Business   Continuity   plans   will   be  
implemented   this   fall.  

● R-10   Response   -   We   agree   that   best   practices   are   appropriate   as   stated   in   recommendation   R-10.  
● R-11   Response   -   Recommendation   R-11   will   be   implemented   this   winter.   

2  
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R-01    Attachment    -   Examples   of   Secure   Web-Site   Protocols   (HTTPS)   in   use   on   the   City   of   Oxnard  
website   and   online   payment   system.  
 

SECURE   HTTPS  

 

SECURE   HTTPS  
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R-03    Attachment    -   Email   verifying   Federal   Cybersecurity   program   signup   and   a   screenshot   of   the  
program.  
 

 

4  
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R-04    Attachment    -   Email   verifying   subscription   to   Cybersecurity   Infrastructure   Security   Agency.  
 

 

5  
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R-06    Attachment    -   Screenshot   of   signed   MOU   with   VCCCD   for   internships.  
 

 

6  
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R-07    Attachment   and   Response    -   Screenshot   of   National   Institute   of   Standards   and   Technology  
(NIST)   compliant   Cybersecurity   Framework   document   implemented   by   our   Enterprise   Resource  
Planning   vendor,   CentralSquare.  
 
Notes:   CISA   (Cybersecurity   and   Infrastructure   Security   Agency)   assistance   in   process   as   recommended.  
Cyber   Liability   insurance   is   secured   with   all   tech   related   contracts.   
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 FINANCE AND GOVERNANCE COMMITTEE
 AGENDA REPORT

 

REPORTS
AGENDA ITEM NO. D.3 

  
  
DATE: July 14, 2020
  

TO: Finance & Governance Committee
  

FROM: Alexander Nguyen, City Manager, (805) 385-7430, alexander.nguyen@oxnard.org
  

SUBJECT: Annual Delegation of Investment Authority and Investment Policy. (5/5/5)
 

RECOMMENDATION
 

That the Finance and Governance Committee recommend the City Council adopt a resolution:
1. Delegating investment authority to the City Treasurer; and 
2. Adopting the FY 2020-21 investment policy for the City.
 

BACKGROUND
 

Government Code section 53607 authorizes the City Council to delegate its authority to invest or to reinvest 
City funds, or to sell or exchange securities so purchased, for a one-year period to the City Treasurer. The 
Council may also renew this delegation of authority each year. On September 15, 1992, the City Council 
adopted Resolution No. 10,455, delegating to the City Treasurer the authority to invest and to reinvest surplus 
City funds in short-term public investments and securities. The attached resolution renews the City Treasurer’s 
investment authority pursuant to Resolution No. 10,455 and Government Code section 53607.

Additionally, Government Code section 53646 provides that the City Treasurer may annually render to the City 
Council a statement of investment policy, which the Council shall consider at a public meeting. The Treasurer 
last submitted an investment policy to the City Council on July 30, 2019. This year, he instructed staff to 
submit the same investment policy as last year, changing only the date. Also, there were two references on page 
14 of the policy in part G to "Sungard," which is the City's existing enterprise resource planning (ERP) system; 
those references have also been updated. Appendix No. 3 of the policy has been updated with the current text 
of Government Code provisions amended by the State in 2019.  The policy is attached hereto. 
 

STRATEGIC PRIORITIES
 

This agenda item supports the Organizational Effectiveness strategy. The purpose of the Organizational 
Effectiveness strategy is to strengthen and stabilize the organizational foundation of the City in the areas of 
Finance, Information Technology, and Human Resources, and to improve workforce quality while increasing 
transparency to the public. This item supports the following goals and objectives:

Goal 1. To help foster a healthy and accountable corporate foundation by strengthening the support functions of 
the organization, which include Finance, Information Technology and Human Resources.
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Goal 2. Increase transparency with Council, community and staff related to the City’s budget and financial 
management processes.  
 

FINANCIAL IMPACT
 

There is no financial impact.
 

Prepared by: Shiri Klima, Deputy City Manager
 

ATTACHMENTS
1. FY 2020-21 Treasurer's Investment Authority Resolution
2. FY 2020-21 Investment Policy
3. Investment Authorization and Policy Presentation
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RESOLUTION NO. _____

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF OXNARD 
DELEGATING INVESTMENT AUTHORITY TO THE CITY TREASURER AND 

ADOPTING THE FY 2020-21 INVESTMENT POLICY

WHEREAS, effective January 1, 1997, Government Code section 53607 was amended to 
provide the authority of the City Council to invest or to reinvest City funds, or to sell or 
exchange securities so purchased, may be delegated for a one-year period by the Council to the 
City Treasurer, who shall thereafter assume full responsibility for those transactions until the 
delegation of authority is revoked or expires; 

WHEREAS, on September 15, 1992, the City Council adopted Resolution No. 10,455, 
delegating to the City Treasurer the authority to invest and reinvest the City funds; and

WHEREAS, it remains the intention of the City Council to delegate such authority to the City 
Treasurer, and 

WHEREAS, Government Code Section 53646 provides that the City Treasurer may annually 
render to the City Council a statement of investment policy, which the City Council shall 
consider at a public meeting.

NOW, THEREFORE, the City Council of the City of Oxnard resolves to delegate to the City 
Treasurer the authority to invest and to reinvest City funds, and to sell and exchange securities so 
purchased, thereby reaffirming such delegation of authority contained in Resolution No. 10,455, 
for a one-year period. The City Council further resolves to adopt the FY 2020-21 Investment 
Policy attached hereto as Exhibit A.

PASSED AND ADOPTED this ______ day of July, 2020, by the following vote:

AYES:

NOES:

ABSENT:

ABSTAIN:

__________________________
Tim Flynn, Mayor

ATTEST: APPROVED AS TO FORM:

__________________________ __________________________
Michelle Ascencion, City Clerk Stephen M. Fischer, City Attorney
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Page 1 of 25

City of Oxnard, California
2020-21 Investment Policy

Adopted July __, 2020

This statement is intended to provide guidelines for the prudent investment of surplus funds of the City 
of Oxnard and to outline the policies for maximizing the efficiency of the City’s cash management system. 
It is the policy of the City to invest public funds in a manner that will provide high investment return with 
the maximum security while meeting the daily cash flow demands of the entity and conforming to all State 
and local statutes governing the investment of public funds. The references to the City Treasurer shall 
include his or her designee. This policy does not include retirement, retiree health care 
savings/trust/plan(s) or deferred compensation plans.

This investment policy applies to the City’s pooled investment fund, which includes the General Fund, 
special revenue funds, capital project funds, enterprise funds, trust and agency funds, and internal service 
funds. This policy is generally applicable to bond proceeds with consideration given to specific provisions 
of each issuance. Reports of the investment of bond proceeds are issued monthly by the trustee and may 
be included in the City Treasurer’s monthly report of the pooled investment fund.

3.0 PRUDENCE-Reference Ca. Govt. Code 53600.3 Investments shall be made with judgment and care – 
under circumstances then prevailing – which persons of prudence, discretion and intelligence exercise 
in the management of their own affairs, not for speculation, but for the investment, considering the 
probable safety of their capital as well as the probable income to be derived.

The standard of prudence to be used by City officials responsible for the investment of public funds shall 
be the “prudent investor” standard and shall be applied in the context of managing the overall City 
portfolio of funds.  Investment officers acting in accordance with written procedures and the investment 
policy and exercising due diligence shall be relieved of personal responsibility for an individual’s security 
risk or market price changes, provided deviations from expectations are reported in a timely fashion and 
appropriate action is taken to control adverse developments.

4.0 INVESTMENT OBJECTIVES The City’s cash management system is designed to accurately monitor and 
forecast revenues and expenditures thus enabling the City Treasurer to invest funds to the fullest 
extent possible.  The City Treasurer maintains a diversified investment portfolio to accomplish the 
primary objectives of safety, liquidity and yield (in that order of priority).

Safety  – The safety or risk associated with an investment refers to the potential loss of principal, accrued 
interest or a combination of these. The City seeks to mitigate credit risk by prequalifying and continuously 
monitoring financial institutions with which it will do business and by careful scrutiny of the credit 
worthiness of the investment instruments as well as the institutions. Such resources as FDIC bank ratings, 
Sheshunoff, Fitch, Moody’s and Standard and Poor’s rating services may be utilized for this review.  The 
City seeks to mitigate interest rate risk through diversification of instruments as well as maturities.

Liquidity – The City investment portfolio will be structured with sufficient liquidity to allow the City to 
meet its anticipated cash requirements.  This will be accomplished through diversity of instruments to 
include those with active secondary markets, those which match maturities to expected cash needs and 
the State Local Agency Investment Fund (LAIF) with immediate withdrawal provisions.

Yield – A competitive market rate of return is the third objective of the City investment program after the 
fundamental requirements of safety and liquidity have been met.

5.0 DELEGATION OF AUTHORITY California Government Code Section 53607 provides the authority for 
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the legislative body of the local agency to invest the funds of the local agency or to delegate that 
authority to the treasurer of the local agency.  Effective January 1, 1997, such delegation is to be 
reviewed annually and may be renewed by the City Council (Appendix 3, Section 53607).

City Council – Under City of Oxnard Resolution No. 10455, the City Council has authorized the City 
Treasurer to invest City funds in accordance with California Government Code Section 53600, et. seq. The 
City Treasurer will include review of the delegation of authority in the annual presentation of the 
investment policy to the City Council.

City Treasurer – The execution of investment transactions on a daily basis will be conducted by the City 
Treasurer. The Assistant City Treasurer will execute transactions only as directed by the City Treasurer in 
the absence of the City Treasurer.  The City Treasurer has established a system of controls and a 
segregation of responsibilities of investment functions to assure maintenance of internal control over the 
investment function. The City Treasurer may propose amendments to the City’s investment policy, 
guidelines and procedures at any time in order to carry out the duties as chief investment officer for the 
City. Such amendments shall be reviewed by the City’s Investment Review Committee and considered by 
the City Council at a public meeting.

6.0 ETHICS AND AVOIDANCE OF CONFLICTS OF INTEREST Investment officials shall refrain from personal 
business activity that could conflict with proper execution and management of the policy and the 
investment program, or which could impair their ability to make impartial decisions. Investment 
officials must provide a public disclosure document by February 1 of each year or when material 
interest in financial institutions or personal investment position(s) require it. Furthermore, investment 
officials must refrain from undertaking personal investment transactions with the same individual(s) 
employed by the financial institution with whom business is conducted on behalf of the City. The City 
Treasurer is governed by the Political Reform Act of 1974 regarding disclosure of material financial 
interests.

7.0 CA Govt. Code 53601.5  The City Treasurer shall transact business only with the banks, savings and 
loan and properly registered securities dealers.

Authorization – The City may conduct business with major registered securities broker-dealers and with 
dealers designated “Primary” by the Federal Reserve provided all the following criteria are met. The 
Treasurer or his or her designee will maintain a list of approved financial institutions authorized to provide 
investment services to the public agency in the State of California. These may include “primary” dealers 
or regional dealers that qualify under Securities & Exchange Commission Rule 15C3-1 (uniform net capital 
rule). Broker-dealers must:

a.    Have offices located within the State of California;
b.   Be adequately capitalized;
c. Make markets in securities appropriate to the City’s needs;
d.   Agree to abide by the conditions set forth in the City’s investment policy;

The City Treasurer shall investigate all institutions which wish to do business with the City and shall require 
that  each  financial  institution  complete  and  return  the  appropriate  questionnaire  and  required 
documentation.  An annual review of the financial condition and registration of qualified bidders will be 
conducted by the City Treasurer.

No public deposit shall be made except in a qualified public depository as established by the established 
State laws. All financial institutions and broker/dealers who desire to conduct investment transactions 
with the public agency must supply the Treasurer (or Chief Financial Officer) with the following: audited 
financial statements, proof of NASD certification, trading resolution, proof of State of California 
registration, completed broker/dealer questionnaire, certification of having read the Public Agency’s 

ITEM #D-3

150



Page 3 of 25

investment policy and depository contracts.

Ratings – With the exception of the Local Agency Investment Fund (LAIF) and U.S. Treasury and 
Government Agency issues, investments shall be placed only in the those instruments and institutions 
rated favorably as determined by the City Treasurer with the assistance of bank rating services and 
nationally recognized rating services (FDIC, Fitch’s, Moody's, Standard & Poor's, Sheshunoff 
performance rating, etc.).

8.0 AUTHORIZED AND SUITABLE INVESTMENTS

California Government Code Section 53601 (Appendix 3) defines eligible securities for the investment of 
surplus funds by local agencies. Surplus funds of the City of Oxnard are invested in compliance with this 
statute and as further limited in this Investment Policy.

U.S. Government - United States Treasury Bills, Notes, and Bonds are backed by the full faith and credit 
of the United States Government. There shall be no limitation as to the percentage of the portfolio 
invested in this category. Maturities are limited to a maximum of five years.

U.S. Agencies - The purchase of instruments of, or issued by, a federal agency or a United States 
government-sponsored enterprise will be limited to a maximum maturity of five years.  Such agencies 
include, but are not limited to, the Federal Farm Credit Bank, Federal Home Loan Bank, Federal Home 
Loan Mortgage Corporation, Student Loan Marketing Association, Tennessee Valley Authority, and the 
Federal National Mortgage Corporation.

Municipal Bonds, Notes or Evidences of lndebtedness - Bonds issued by the local agency, including bonds 
payable solely out of the revenues from a revenue-producing property owned, controlled, or operated by 
the local agency or by a department, board, agency, or authority of the local agency. Registered State 
warrants or treasury notes or bonds of this state, including bonds payable solely out of the revenues from 
a revenue producing property owned, controlled, or operated by the State or by a department, board, 
agency, or authority of the State.

Bonds, notes, warrants, or other evidences of indebtedness of any local agency within this State include 
bonds payable solely out of the revenues from a revenue-producing property owned, controlled, or 
operated by the local agency, or by a department, board, agency, or authority of the local agency.  A 
maximum of 15 percent of the portfolio may be so invested.

Bankers’ Acceptances - Bills of exchange or time drafts drawn on and accepted by commercial banks which 
are eligible for purchase by the Federal Reserve System are known as bankers’ acceptances. Purchases of 
these instruments may not exceed 180 days to maturity or 40 percent of an agency's surplus funds.  A 
maximum of 30 percent may be invested in the bankers’ acceptances of any one commercial bank.

Commercial Paper - This short-term unsecured promissory note is issued to finance short term credit 
needs. Eligible paper is that which is ranked "Pl" by Moody's Investor Services or "Al" by Standard & Poor's 
or Fitch’s, issued by a domestic corporation having assets in excess of $500,000,000, and having an "A" or 
better rating on issuer's debt. Purchases of commercial paper may not exceed 270 days or represent more 
than 10 percent of the outstanding paper of an issuing corporation. Commercial paper purchases will be 
limited to 15 percent of the City's portfolio.

Negotiable Certificates of Deposit (NCDs) - Allowable NCDs are issued by a nationally or State-chartered 
bank or a State or federal association or by a State-licensed branch of a foreign bank. The City Treasurer 
may invest up to 30 percent of surplus funds in NCDs limited to institutions rated "Aa" or better by 
Moody's or "AA-" or better by Standard & Poor's CD Rating Services. A rating equivalent to FDIC rating of 
“One” or “Two” or a Sheshunoff performance rating of A or better is required for those institutions not 
rated by Moody's, Fitch’s or Standard & Poor's. NCDs are considered liquid, trading actively in the 
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secondary market.

Certificates of Deposit (CDs) - Certificates of deposit or "time deposits" of up to $250,000 are federally 
insured. Beyond that amount, these CDs must be collateralized with the collateral held separately from 
the issuing institution. The value of the investment must have collateral of at least 110 percent if 
government securities, or collateral of at least 150 percent if mortgage-backed securities. Statute does 
not limit CDs, however, this Investment Policy shall limit such investments to a maximum of 30 percent of 
the portfolio (GC 53601(i)).  In addition, time deposits shall be placed in institutions meeting all capital 
requirements and which maintain a rating equivalent to FDIC rating of “One” or “Two” or a Sheshunoff 
performance rating of A or better.

Repurchase Agreements - The City may invest in repurchase agreements with banks and dealers of 
primary dealer status recognized by the Federal Reserve with which the City has entered into a master 
repurchase contract which specifies terms and conditions of repurchase agreements. The maturity of 
repurchase agreements shall not exceed 90 days. The market value of securities used as collateral for 
repurchase agreements shall be monitored by the City Treasurer's office and will not be allowed to fall 
below 102 percent of the value of the repurchase agreement. In order to conform with provisions of the 
Federal Bankruptcy Code, which provide for the liquidation of securities held as collateral for repurchase 
agreements, the only securities acceptable as collateral shall be eligible negotiable certificates of deposit, 
bankers' acceptances, commercial paper, or securities that are direct obligations of or that are fully 
guaranteed by the United States or any agency of the United States. These eligible securities are further 
defined by California Government Code Section 53651.

Medium Term Notes - A maximum of 30 percent of the City's portfolio may be invested in medium-term 
notes issued by corporations organized and operating within the United States. Note maturities may not 
exceed five years.   Securities eligible for investment must be rated in a rating category of "A" or its 
equivalent or better by a nationally recognized rating service (i.e., Moody's or Standard & Poor's).

Mutual Funds - Shares of beneficial interest (mutual funds) issued by diversified management companies 
investing in securities/obligations authorized by California Government Code Section 53600, et. seq., and 
complying with Section 53601, are permitted investments. Section 53601(l) further defines requirements. 
A maximum of 20 percent of the portfolio may be so invested.

Local, State, or County Agency Investment Fund - The Local Agency Investment Fund (LAIF) has been 
established by the State Treasurer for the benefit of local agencies. The City may invest up to the maximum 
permitted by LAIF and the Ventura County Investment Pool operated under the control of the County
Treasurer, and CALTRUST consistent with California Government Code Section 53635.

Ineligible Investments - Investments not described herein, including but not limited to common stocks 
and financial futures contracts and options, are prohibited in this fund.

City Inter-fund Loans - Funds may be invested in loans to provide specific funding to City programs, 
provided no loan shall violate any limitations prescribed by California law. Legal requirements shall include 
but not be limited to those listed in Government Code section 66006(b)(1)(G) for development impact 
fees and in Government Code section 66013(d)(5) for water connection, sewer connection and capacity 
charge fees.

9.0 COLLATERAL

The issue of collateral requirements is addressed in California Government Code Section 53652. All active 
and inactive deposits must be secured at all times with eligible securities in securities pools pursuant to 
Sections 53656 and 53657. Eligible securities held as collateral shall have a market value in excess of the 
total amount of all deposits of a depository as follows:
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   government securities, at least 10 percent in excess
   mortgage backed securities, at least 50 percent in excess
   letters of credit, at least 5 percent in excess.

FDIC coverage as the Official Custodian of a public unit is insured up to $250,000 per bank and all active 
and inactive deposits above the FDIC insured amount must be collateralized to be secured.

10.0 INVESTMENT POOLS/MUTUAL FUNDS

A thorough investigation of the pool/fund is required prior to investing, and on a continual basis. There 
shall be a questionnaire developed which will answer the following general questions:

a) A description of eligible investment securities, and a written statement of investment policy and 
objectives.

b)   A description of interest calculations and how it is distributed, and how gains and losses are treated. 
c) A description of how the securities are safeguarded (including the settlement processes), and how

often the securities are priced and the program audited.
d)   A description of who may invest in the program, how often, what size deposit and withdrawal are 

allowed.
e)   A schedule for receiving statements and portfolio listings.
f)    Are reserves, retained earnings, etc. utilized by the pool/fund?
g)    A fee schedule, and when and how is it assessed.
h)   Is the pool/fund eligible for bond proceeds and/or will it accept such proceeds?

11.0      DIVERSIFICATION

The City's portfolio will be suitably diversified by type and institution in an effort to reduce portfolio risk 
while attaining market average rates.

Security Type and Institution - U.S. Treasury securities and authorized pools, and any portfolio or 
institutional limits shall comply with California Government Code.   Investments are further limited by 
specific language relating to each investment type as stated in Section 8 of this Policy.

Maximum Maturities - To the extent possible, the City Treasurer will attempt to match investments with 
anticipated cash flow requirements. The City's portfolio will not be directly invested in securities which 
mature more than five years from the date of purchase.  Reserve funds may be invested in securities 
exceeding the five years as allowed by California Law (maturity of such investments should coincide as 
nearly as practicable with expected use of funds).

12.0      INTERNAL CONTROLS

A system of internal controls will be maintained to assure compliance with Federal and State regulations, 
City Council direction, and prudent cash management procedures.

Investment Review Committee - The City Treasurer shall form the investment committee, whose 
members may include the City Manager, and Finance Director, or their designated alternates plus 
members of the public whose interest and knowledge can provide sound advice to the Investment Review 
Committee tasked with quarterly review of procedures and adherence to this Investment Policy.

Investment Portfolio Guidelines - Guidelines (Appendix No. 2) have been established for procedures 
within the City Treasurer's Office to assure internal investment controls and a segregation of 
responsibilities of investment functions.

Annual Audit - The City's portfolio is included in the annual review of the City's financial management 
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performed by an independent (as defined by FASB and GASB) outside audit firm.

13.0      PERFORMANCE STANDARDS

The investment portfolio will be designed to attain at least a market-average rate of return during 
budgetary and economic cycles. Whenever possible, and consistent with risk limitations as defined herein 
and prudent investment principles, the Treasurer shall seek to augment returns above the market average 
rate of return as shown on the average CMT (Constant Maturity Treasury) whose maturity most closely 
matches the average maturity of the portfolio. In addition, the City portfolio will be compared with LAIF 
and the goal is to maintain a higher positive annual yield than LAIF's annual yield.

14.0      REPORTING-Reference: CA Govt. Code 53646(b)

The City Treasurer shall provide investment information to City Council.

Periodic Reports - The City Treasurer will provide detailed reports of the investments in the pooled 
investment fund portfolio on a monthly basis to the City Council, City Manager, Chief Financial Officer, 
and City Clerk. Within thirty days of the end of each quarter, these reports will be provided with additional 
information such as market pricing. This report shall include the type of investment, issuer, date of 
maturity, par and dollar amount invested on all securities, investments and moneys held by the local 
agency, and shall additionally include a description of any of the local agency’s funds, investments, or 
programs, that are under the management of contracted parties, including lending programs. With 
respect to all securities held by the local agency, and under management of any outside party that is not 
also a local agency or the State of California Local Agency Investment Fund, the report shall also include a 
current market value as of the date of the report, and shall include the source of this same valuation.

Annual Report - This Investment Policy will be presented annually following the close of the fiscal year, to 
the City Council for approval.

Financial Statements per GASB #31 - City Treasurer will provide the portfolio's market value gains/losses 
to Finance to be incorporated in the fiscal year-end balance sheet.

Financial Statements per GASB #40 - Effective June 30, 2005, additional disclosure is required. City 
Treasurer will provide detailed maturity and rating information to Finance to be incorporated in the 
Comprehensive Annual Financial Report (CAFR).

15.0 SAFEKEEPING AND CUSTODY –Reference: CA Govt. Code 53608

All security transactions, including collateral for repurchase agreements, entered into by the City 
Treasurer shall be conducted on a delivery-versus-payment (DVP) basis. Securities will be held by a third 
party custodian designated by the Treasurer and evidenced by safekeeping receipts.

16.0 INVESTMENT POLICY ADOPTION –Reference: CA Govt. Code 53646

The City of Oxnard’s investment policy shall be adopted by resolution of the City Council. The policy shall 
be reviewed annually by the City Council and any modifications made thereto by the City Treasurer must 
be presented to the City Council.

The City Treasurer shall establish written investment policy procedures for the operation of the 
investment program consistent with this policy. The procedures should include reference to: safekeeping, 
master repurchase agreements, wire transfer agreements, banking service contracts and 
collateral/depository agreements. Such procedures shall include explicit delegation of authority to persons 
responsible for investment transactions. No person, or officer may engage in an investment transaction 
except as provided under the terms of this policy and the procedures established by the City of Oxnard.

APPENDIX
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No. 1 Glossary
No. 2 Investment Portfolio Guidelines
No. 3 California Government Code Sections related to Investment of Public Funds

City of Oxnard, California
2020-21 Investment Policy

Adopted July __, 2020

APPENDIX NO. 1: GLOSSARY

AGENCIES: Federal agency securities.

BANKERS' ACCEPTANCE (BA): A draft or bill or exchange accepted by a bank or trust company. The 
accepting institution guarantees payment of the bill, as well as the issuer.

BASIS POINT: One one-hundredth of a percent (i.e. 0.01 %)

BROKER: A broker brings buyers and sellers together for a commission paid by the initiator of the 
transaction or by both sides; he does not position. In the money market, brokers are active in markets in 
which banks buy and sell money and in inter-dealer markets.

CERTIFICATE OF DEPOSIT (CD): A time deposit with a specific maturity evidenced by a certificate. Large- 
denomination CDs are typically negotiable.

COLLATERAL: Securities, evidence of deposit or other property which a borrower pledges to secure 
repayment of a loan. Also refers to securities pledged by a bank to secure deposits of public monies.

COUPON: (a) The annual rate of interest that a bond's issuer promises to pay the bondholder on the 
bond's face value. (b) A certificate attached to a bond evidencing interest due on a payment date.

DEALER: A dealer, as opposed to a broker acts as a principal in all transactions, buying and selling for his 
own account.

DEBENTURE: A bond secured only by the general credit of the issuer.

DELIVERY VERSUS PAYMENT: There are two methods of delivery of securities: delivery versus payment 
and delivery versus receipt (also called free). Delivery versus payment is delivery of securities with an 
exchange of money for the securities. Delivery versus receipt is delivery of securities with an exchange 
of a signed receipt for the securities.

DISCOUNT: The difference between the cost price of a security and its value at maturity when quoted at 
lower than face value. A security selling below original offering price shortly after sale also is considered 
to be at a discount.

DISCOUNT SECURITIES: Non-interest bearing money market instruments that are issued at a discount 
and redeemed at maturity for full face value, e.g., U.S. Treasury bills.

DIVERSIFICATION: Dividing investment funds among a variety of securities offering independent returns.

FEDERAL CREDIT AGENCIES: Agencies of the Federal government set up to supply credit to various 
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classes of institutions and individuals, e.g., S&Ls, small business firms, students, farmers, farm 
cooperatives, and exporters.
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FEDERAL FUNDS RATE: The rate of interest at which Federal funds are traded. This rate is currently 
pegged by the Federal Reserve through open-market operations.

FEDERAL DEPOSIT INSURANCE CORPORATION (FDIC): A federal agency that insures bank deposits, 
currently up to $250,000.

FEDERAL HOME LOAN BANKS (FHLB): The institutions that regulate and lend to savings and loan 
associations. The Federal Home Loan Banks play a role analogous to that played by the Federal Reserve 
Banks vis-a-vis member commercial banks.

FEDERAL NATIONAL MORTGAGE ASSOCIATION (FNMA): FNMA, like GNMA was chartered under the 
Federal National Mortgage Association Act in 1938. FNMA is a federal corporation working under the 
auspices of the Department of Housing & Urban Development, H.U.D. It is the largest single provider of 
residential mortgage funds in the United States. Fannie Mae, as the corporation is called, is a private 
stockholder-owned corporation. The corporation's purchases include a variety of adjustable mortgages 
and second loans in addition to fixed-rate mortgages. FNMA's securities are also highly liquid and are 
widely accepted. FNMA assumes and guarantees that all security holders will receive timely payment of 
principal and interest.

GOVERNMENT NATIONAL MORTGAGE ASSOCIATION (GNMA or Ginnie Mae): Securities guaranteed by 
GNMA and issued by mortgage bankers, commercial banks, savings and loans associations and other 
institutions. Security holder is protected by full faith and credit of the U.S. Government. Ginnie Mae 
securities are backed by FHA, VA or FMHM mortgages. The term “pass-throughs” is often used to 
describe Ginnie Mae investment instruments.

LIQUIDITY: A liquid asset is one that can be converted easily and rapidly into cash without a substantial 
loss of value. In the money market, a security is said to be liquid if the spread between bid and asked 
prices is narrow and reasonable size can be done at those quotes.

LOCAL AGENCY INVESTMENT FUND (LAIF): Funds from local governmental units may be remitted to the
California State Treasurer for deposit in this special fund for the purpose of investment.

MARKET VALUE: The price at which a security is trading and could presumably be purchased or sold at a 
specific date.

MASTER REPURCHASE AGREEMENT: A written contract covering all future transactions between the 
parties to repurchase and reverse repurchase agreements that establishes each party's rights in the 
transactions. A master agreement will often specify, among other things, the right of the buyer-lender to 
liquidate the underlying securities in the event of default by the seller-borrower.

MATURITY: The date upon which the principal or stated value of an investment becomes due and 
payable.

MONEY MARKET: The market in which short-term debt instruments (bills, commercial paper, bankers' 
acceptances, etc.) are issued and traded.

PORTFOLIO: Collection of securities held by an investor.

PRIMARY DEALER: A group of government securities dealers that submit daily reports of market activity 
and positions and monthly financial statements to the Federal Reserve Bank of New York and are subject 
to its informal oversight. Primary dealers include Securities and Exchange Commission (SEC)
registered securities broker-dealers, banks, and a few unregulated firms.

RATE OF RETURN: The yield obtainable on a security based on its purchase price or its current market 
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price. This may be the amortized yield to maturity on a bond or the current income return.

RATING AGENCIES: S&P Probably the best known of the Big Three rating agencies, Standard and Poor’s 
(S&P) is a company providing financial publishing, information and media to the world’s capital markets. 
It is owned by the McGraw-Hill Companies. S&P also publishes stock market indices, the most well- 
known of which is the S&P 500.

S&P’s ratings from the best quality borrowers to the lowest are: AAA, AA, A, BBB, BB, B, CCC, CC, C, and 
D. Investment grade is BBB and above. S&P uses plus and minus to add intermediate designations to 
these ratings.

Moody’s Moody’s started in 1909 as a publishing company, issuing railroad bond guides called Moody’s 
Manuals. It later expanded its coverage to municipal and commercial bonds, and is now called Moody's 
Investment Services.

Moody’s uses the following ratings: Aaa, Aa, A, Baa, Ba, B, Caa, Ca, and C. Numbers are added for 
intermediate designations, such as Baa1, Baa2, etc. Investment grade is considered to be Baa and above; 
anything below is considered speculative, or junk.

Fitch Owned by a French Holding Company, Fimalac SA, Fitch operates internationally and offers 
financial research as well as credit rating services. The smallest of the Big Three, Fitch uses the same 
ratings scale as S&P.

Conflicts of Interest of rating agencies

Credit ratings agencies receive fees from the issuers of the securities they rate. In the time leading up to 
the 2008 financial crisis, S&P, Moody's and Fitch all gave consistently high ratings to mortgage-backed 
securities created by the investment banks who were paying them. This overrating of risky debt 
instruments contributed to the financial bubble and subsequent decline. Congress has proposed new 
regulation of these agencies to increase competition and ensure independence in this market

REPURCHASE AGREEMENT (RP OR REPO): A holder of securities sells these securities to an investor with 
an agreement to repurchase them at a fixed price on a fixed date. The security "buyer" in effect lends the 
"seller" money for the period of the agreement, and the terms of the agreement are structured to 
compensate him for this. Dealers use RP extensively to finance their positions. Exception: When the 
Federal Reserve Bank is said to be doing RP, it is lending money that is, increasing bank reserves.

SAFEKEEPING: A service to customers rendered by banks for a fee whereby securities and valuables of 
all types and descriptions are held in the banks' vaults for protection.

SECONDARY MARKET: A market made for the purchase and sale of outstanding issues following the 
initial distribution.

SECURITIES & EXCHANGE COMMISSION: Agency created by Congress to protect investors in securities 
transactions by administering securities legislation.

SPREAD: a) The yield or price difference between the bid and offer on an issue; b) The yield or price 
difference between different issues.

TREASURY BILLS: A non-interest bearing security issued by the U.S. Treasury to finance the national 
debt. Most bills are issued to mature in three months, six months, or one year.

TREASURY BONDS: Long-term U.S. Treasury securities having initial maturities of more than ten years.

TREASURY NOTES: Intermediate term coupon bearing U.S. Treasury securities having initial maturities of 
from one to ten years.

YIELD: The rate of annual income return on an investment, expressed as a percentage. (a) INCOME 
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YIELD is obtained by dividing the current dollar income by the current market price for the security. (b) 
NET YIELD or YIELD TO MATURITY is the current income yield minus any premium above par or plus any 
discount from par in purchase price, with the adjustment spread over the period from the date of 
purchase to the date of maturity of the bond.

UNIFORM NET CAPITAL RULE: Securities and Exchange Commission requirement that member firms as 
well as nonmember broker-dealers in securities maintain a maximum ratio of indebtedness to liquid 
capital of 15 to 1; also called net capital rule and net capital ratio. Indebtedness covers all money owed 
to a firm, including margin loans and commitments to purchase securities, one reason new public issues 
are spread among members of underwriting syndicates. Liquid capital includes cash and assets easily 
converted into cash.
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City of Oxnard, California
2020-21 Investment Policy

Adopted July __, 2020

APPENDIX NO. 2: OXNARD CITY TREASURER INVESTMENT PORTFOLIO GUIDELINES

A. INTRODUCTION. These guidelines are established to direct and control investment activities in such a 
manner to assure that the goals established in the Investment Policy are attained.

B. GENERAL FACTORS. Several factors must be considered in preparation for effective portfolio 
management.

1. Cash Forecast. The cash flow of the City shall be updated daily with an analysis of cash receipts and 
expenditures. A close working relationship with City Departments having a significant impact on cash 
flow is maintained to maximize the efficiency of the City's cash management system.

2. Pooled Cash. Whenever practical, the City's cash should be consolidated into one bank account and 
invested on a pooled concept basis. Interest earnings are allocated according to specific general ledger 
cash balances. No City bank account may be opened without the knowledge and consent of the City 
Treasurer.

3. Authorized Institutions. A list of institutions, which meet the criteria of the Investment Policy and 
have been authorized by the City Treasurer to do business with the City, will be maintained and 
regularly updated. Investment transactions will be executed only with approved broker/dealers, banks, 
and savings and loans.

4. Preservation of Portfolio Value. Yield standards are in place in an effort to maintain earnings 
consistent with the market average rate of return.

5. Golden Rule of Portfolio Management. Investment instrument characteristics should be known and 
understood before a purchase of the investment instrument. And recognizing that there are no firm and 
steadfast rules (strategies) for portfolio management due to the fact that investor expectations change 
by the day, hour and minute, and because of this market instability, prudent principles of fiscal 
management must be applied.

C. STRATEGY: Strategy refers to the plan of action for managing financial resources in the most 
advantageous manner. The City Treasurer uses the following elements in developing strategy.

1. Economic Forecasts. Economic forecast information developed by economists and financial experts, 
obtained through bankers and brokers, is used to assist the City Treasurer with the formulation of an 
investment strategy for the City.

2. Investment Implementation. Investment transactions will be executed in conformance with 
anticipated cash flow requirements, economic conditions, and interest rate trends and must be 
consistent with the established Investment Policy.

3. Yield Enhancement. Investment techniques will be utilized which increase yield and maintain a fully 
invested position.

D. INVESTMENT PROCEDURES. The City Treasurer has developed internal investment procedures to 
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provide for effective cash management. Segregation of responsibilities is maintained to assure an 
adequate system of internal control over the investment function.

1. Diversification. The fund should consist of a mix of various types of securities, issuers, and maturities.

2. Competitive Bids. Purchase and sale of securities shall be made on the basis of competitive bids and 
offers with a minimum of two quotes being obtained, when practical.

3. Investment Transactions. Investment transactions will be authorized by the City Treasurer. In his/her 
absence, the Assistant City Treasurer will execute transactions as prescribed by the City Treasurer prior 
to his/her absence. In the event of unexpected absence and unavailability by the City Treasurer, the 
Assistant City Treasurer will transact within established guidelines.

4. Electronic Transactions. Whenever possible, the City will use preformatted wire transfers and ACH
debits to restrict the transfer of funds to preauthorized accounts only. All electronic transactions
require an initiator plus an approval by an authorized employee. Authenticity is verified on next business 
day for each electronic transaction.

5. Safekeeping. Securities purchased from broker/dealers (on which maturity is greater than 30 days) 
shall be held in third party safekeeping with the Trust Department of Union Bank of California acting as 
third party trustee. All such purchases will be on a delivery versus-payment basis. Evidence of account 
for certificates of deposit will be issued in the City's name and held in City Treasurer's vault.

E. INVESTMENT CRITERIA. All investments will be made in compliance with Federal, State, and Local laws 
governing the investment of City funds, and in accordance with the City Treasurer's Investment Policy.

1. Maturity of Investment. Investments longer than one year may be made if consistent with the City's 
cash flow needs, related intent to hold until maturity, unless market conditions demand otherwise. 
Securities may be sold prior to maturity for cash flow purposes or to otherwise enhance the portfolio. If 
the rating of any depository declines to an unacceptable level prior to the maturity of an investment of 
City funds, the investment will be matured at the earliest possible opportunity. If the rating drops below 
the allowable level of any one of the rating services, the investment will be sold if no significant loss of 
principal is involved.

Such sales will be determined by the City Treasurer.

2. Certificate of Deposit Evaluation.

(a)  Time Certificates of Deposit shall be evaluated in terms of FDIC coverage. For deposits in excess 
of the insured maximum of $250,000, approved collateral shall be required at the percentage 
above market value as specified by California Government Code Section 53652 and/or 53651.

(b)  Negotiable Certificates of Deposit shall be evaluated in terms of the credit worthiness of the 
issuer as these deposits are uninsured and uncollateralized promissory notes.

F. PRIMARY GOALS. As set forth in the Investment Policy, the primary goals for the City of Oxnard are 
safety, liquidity, and yield, in that priority order.

1.   Safety. The safety/risk associated with an investment refers to the potential loss of principal, 
accrued interest, or a combination of these. The City of Oxnard employs investment instruments 
considered to be safe. The primary duty of the City Treasurer is to protect the cash and 
investments placed in her trust on behalf of the citizens of the community.

2.   Liquidity. Liquidity refers to the ability to convert investment holdings to cash immediately with 
no loss of principal or accrued interest. This quality of investment is important should an 
unexpected need for funds occur.
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3.   Yield. Yield is the dollar earnings the investment provides. Yield becomes important only after 
the fundamental requirements of safety and liquidity have been met.

G. INTERNAL CONTROL OF INVESTMENTS. Investment transactions are controlled through distribution of 
responsibilities within the Treasurer's Office by the following procedures:

1. The Treasurer initiates each investment transaction.

2. Details of the investment are recorded on a trade slip and given to the account clerk responsible for 
encoding the trade details into the electronic investment system. The same account clerk produces a 
verification letter mailed to the institution receiving the investment. A copy of the letter is forwarded 
to the transferring bank.

3. The transaction record is then delivered to a designee who enters the transaction on the cash balance 
spread sheet.

4. At month end the balances on the spreadsheet, maintained by a designee, must balance with the 
portfolio balance maintained independently by the electronic system clerk.

5. Each business day, the Treasurer's Office receives an electronic report from the City's bank. This 
report contains checking account balances, a listing of debits and credits, overnight investments and a 
record of wired funds. This information is incorporated into the monthly checking account statement 
which provides a cross reference.

6. The Treasurer's Office forwards copies of all investment and transfer letters to General Accounting 
daily. General Accounting also receives copies of all bank statements, daily print-outs, bank 
reconciliations, credit/debit memorandums, journal vouchers, and tapes coordinating Treasurer's 
Receipts with deposits.

7. The Treasurer's report of balances and summary of investments and earnings is compiled monthly 
and distributed to the City Council, City Manager, City Clerk and Chief Financial Officer. A report, 
including market values, will be provided on a quarterly basis within 30 days of the close of the last 
month of each quarter. A report of portfolio gains/losses will be provided to the Chief Financial Officer 
at fiscal year-end for inclusion in year-end balance sheet reporting.

These Guidelines are provided to all staff members of the City Treasurer's Office having involvement 
with the investment procedures in any way. It is intended that these guidelines define the details of 
current practice set forth by the Investment Policy.
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City of Oxnard, California
2020-21 Investment Policy

Adopted July __, 2020

APPENDIX NO. 3: STATE OF CALIFORNIA GOVERNMENT CODE INVESTMENT PROVISIONS

53600.

As used in this article, “local agency” means county, City, City and county, including a chartered City or 
county, school district, community college district, public district, county board of education, county 
superintendent of schools, or any public or municipal corporation.

(Amended by Stats. 1987, Ch. 887, Sec. 2.)

53600.3.

Except as provided in subdivision (a) of Section 27000.3, all governing bodies of local agencies or 
persons authorized to make investment decisions on behalf of those local agencies investing public 
funds pursuant to this chapter are trustees and therefore fiduciaries subject to the prudent investor 
standard. When investing, reinvesting, purchasing, acquiring, exchanging, selling, or managing public 
funds, a trustee shall act with care, skill, prudence, and diligence under the circumstances then 
prevailing, including, but not limited to, the general economic conditions and the anticipated needs of 
the agency, that a prudent person acting in a like capacity and familiarity with those matters would use
in the conduct of funds of a like character and with like aims, to safeguard the principal and maintain the 
liquidity needs of the agency. Within the limitations of this section and considering individual 
investments as part of an overall strategy, investments may be acquired as authorized by law.

(Amended by Stats. 1996, Ch. 749, Sec. 4. Effective January 1, 1997.)

53600.5.

When investing, reinvesting, purchasing, acquiring, exchanging, selling, or managing public funds, the 
primary objective of a trustee shall be to safeguard the principal of the funds under its control. The 
secondary objective shall be to meet the liquidity needs of the depositor. The third objective shall be to 
achieve a return on the funds under its control.

(Amended by Stats. 1996, Ch. 749, Sec. 5. Effective January 1, 1997.)

53600.6.

The Legislature hereby finds that the solvency and creditworthiness of each individual local agency can 
impact the solvency and creditworthiness of the state and other local agencies within the state. 
Therefore, to protect the solvency and creditworthiness of the state and all of its political subdivisions, 
the Legislature hereby declares that the deposit and investment of public funds by local officials and 
local agencies is an issue of statewide concern.

(Added by Stats. 1995, Ch. 784, Sec. 13. Effective January 1, 1996.)

53601.

This section shall apply to a local agency that is a city, a district, or other local agency that does not pool 
money in deposits or investments with other local agencies, other than local agencies that have the 
same governing body. However, Section 53635 shall apply to all local agencies that pool money in 
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deposits or investments with other local agencies that have separate governing bodies. The legislative 
body of a local agency having moneys in a sinking fund or moneys in its treasury not required for the 
immediate needs of the local agency may invest any portion of the moneys that it deems wise or 
expedient in those investments set forth below. A local agency purchasing or obtaining any securities 
prescribed in this section, in a negotiable, bearer, registered, or nonregistered format, shall require 
delivery of the securities to the local agency, including those purchased for the agency by financial 
advisers, consultants, or managers using the agency’s funds, by book entry, physical delivery, or by 
third-party custodial agreement. The transfer of securities to the counterparty bank’s customer book 
entry account may be used for book entry delivery.
For purposes of this section, “counterparty” means the other party to the transaction. A counterparty 
bank’s trust department or separate safekeeping department may be used for the physical delivery of 
the security if the security is held in the name of the local agency. Where this section specifies a 
percentage limitation for a particular category of investment, that percentage is applicable only at the 
date of purchase. Where this section does not specify a limitation on the term or remaining maturity at 
the time of the investment, no investment shall be made in any security, other than a security 
underlying a repurchase or reverse repurchase agreement or securities lending agreement authorized 
by this section, that at the time of the investment has a term remaining to maturity in excess of five 
years, unless the legislative body has granted express authority to make that investment either 
specifically or as a part of an investment program approved by the legislative body no less than three 
months prior to the investment:
(a) Bonds issued by the local agency, including bonds payable solely out of the revenues from a 
revenue-producing property owned, controlled, or operated by the local agency or by a department, 
board, agency, or authority of the local agency.
(b) United States Treasury notes, bonds, bills, or certificates of indebtedness, or those for which the 
faith and credit of the United States are pledged for the payment of principal and interest.
(c) Registered state warrants or treasury notes or bonds of this state, including bonds payable solely out 
of the revenues from a revenue-producing property owned, controlled, or operated by the state or by a 
department, board, agency, or authority of the state.
(d) Registered treasury notes or bonds of any of the other 49 states in addition to California, including 
bonds payable solely out of the revenues from a revenue-producing property owned, controlled, or 
operated by a state or by a department, board, agency, or authority of any of the other 49 states, in 
addition to California.
(e) Bonds, notes, warrants, or other evidences of indebtedness of a local agency within this state, 
including bonds payable solely out of the revenues from a revenue-producing property owned, 
controlled, or operated by the local agency, or by a department, board, agency, or authority of the local 
agency.
(f) Federal agency or United States government-sponsored enterprise obligations, participations, or 
other instruments, including those issued by or fully guaranteed as to principal and interest by federal 
agencies or United States government-sponsored enterprises.
(g) Bankers’ acceptances otherwise known as bills of exchange or time drafts that are drawn on and 
accepted by a commercial bank. Purchases of bankers’ acceptances shall not exceed 180 days’ maturity 
or 40 percent of the agency’s moneys that may be invested pursuant to this section. However, no more 
than 30 percent of the agency’s moneys may be invested in the bankers’ acceptances of any one 
commercial bank pursuant to this section.
This subdivision does not preclude a municipal utility district from investing moneys in its treasury in a 
manner authorized by the Municipal Utility District Act (Division 6 (commencing with Section 11501) of 
the Public Utilities Code).
(h) Commercial paper of “prime” quality of the highest ranking or of the highest letter and number 
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rating as provided for by a nationally recognized statistical rating organization (NRSRO). The entity that 
issues the commercial paper shall meet all of the following conditions in either paragraph (1) or (2):
(1) The entity meets the following criteria:
(A) Is organized and operating in the United States as a general corporation.
(B) Has total assets in excess of five hundred million dollars ($500,000,000).
(C) Has debt other than commercial paper, if any, that is rated in a rating category of “A” or its 
equivalent or higher by an NRSRO.
(2) The entity meets the following criteria:
(A) Is organized within the United States as a special purpose corporation, trust, or limited liability 
company.
(B) Has programwide credit enhancements including, but not limited to, overcollateralization, letters of 
credit, or a surety bond.
(C) Has commercial paper that is rated “A-1” or higher, or the equivalent, by an NRSRO.
Eligible commercial paper shall have a maximum maturity of 270 days or less. Local agencies, other than 
counties or a city and county, may invest no more than 25 percent of their moneys in eligible 
commercial paper. Local agencies, other than counties or a city and county, may purchase no more than 
10 percent of the outstanding commercial paper of any single issuer. Counties or a city and county may 
invest in commercial paper pursuant to the concentration limits in subdivision (a) of Section 53635.
(i) Negotiable certificates of deposit issued by a nationally or state-chartered bank, a savings association 
or a federal association (as defined by Section 5102 of the Financial Code), a state or federal credit 
union, or by a federally licensed or state-licensed branch of a foreign bank. Purchases of negotiable 
certificates of deposit shall not exceed 30 percent of the agency’s moneys that may be invested 
pursuant to this section. For purposes of this section, negotiable certificates of deposit do not come 
within Article 2 (commencing with Section 53630), except that the amount so invested shall be subject 
to the limitations of Section 53638. The legislative body of a local agency and the treasurer or other 
official of the local agency having legal custody of the moneys are prohibited from investing local agency 
funds, or funds in the custody of the local agency, in negotiable certificates of deposit issued by a state 
or federal credit union if a member of the legislative body of the local agency, or a person with 
investment decision making authority in the administrative office manager’s office, budget office, 
auditor-controller’s office, or treasurer’s office of the local agency also serves on the board of directors, 
or any committee appointed by the board of directors, or the credit committee or the supervisory 
committee of the state or federal credit union issuing the negotiable certificates of deposit.
(j) (1) Investments in repurchase agreements or reverse repurchase agreements or securities lending 
agreements of securities authorized by this section, as long as the agreements are subject to this 
subdivision, including the delivery requirements specified in this section.
(2) Investments in repurchase agreements may be made, on an investment authorized in this section, 
when the term of the agreement does not exceed one year. The market value of securities that underlie 
a repurchase agreement shall be valued at 102 percent or greater of the funds borrowed against those 
securities and the value shall be adjusted no less than quarterly. Since the market value of the 
underlying securities is subject to daily market fluctuations, the investments in repurchase agreements 
shall be in compliance if the value of the underlying securities is brought back up to 102 percent no later 
than the next business day.
(3) Reverse repurchase agreements or securities lending agreements may be utilized only when all of 
the following conditions are met:
(A) The security to be sold using a reverse repurchase agreement or securities lending agreement has 
been owned and fully paid for by the local agency for a minimum of 30 days prior to sale.
(B) The total of all reverse repurchase agreements and securities lending agreements on investments 
owned by the local agency does not exceed 20 percent of the base value of the portfolio.
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(C) The agreement does not exceed a term of 92 days, unless the agreement includes a written codicil 
guaranteeing a minimum earning or spread for the entire period between the sale of a security using a 
reverse repurchase agreement or securities lending agreement and the final maturity date of the same 
security.
(D) Funds obtained or funds within the pool of an equivalent amount to that obtained from selling a 
security to a counterparty using a reverse repurchase agreement or securities lending agreement shall 
not be used to purchase another security with a maturity longer than 92 days from the initial settlement 
date of the reverse repurchase agreement or securities lending agreement, unless the reverse 
repurchase agreement or securities lending agreement includes a written codicil guaranteeing a 
minimum earning or spread for the entire period between the sale of a security using a reverse 
repurchase agreement or securities lending agreement and the final maturity date of the same security.
(4) (A) Investments in reverse repurchase agreements, securities lending agreements, or similar 
investments in which the local agency sells securities prior to purchase with a simultaneous agreement 
to repurchase the security may be made only upon prior approval of the governing body of the local 
agency and shall be made only with primary dealers of the Federal Reserve Bank of New York or with a 
nationally or state-chartered bank that has or has had a significant banking relationship with a local 
agency.
(B) For purposes of this chapter, “significant banking relationship” means any of the following activities 
of a bank:
(i) Involvement in the creation, sale, purchase, or retirement of a local agency’s bonds, warrants, notes, 
or other evidence of indebtedness.
(ii) Financing of a local agency’s activities.
(iii) Acceptance of a local agency’s securities or funds as deposits.
(5) (A) “Repurchase agreement” means a purchase of securities by the local agency pursuant to an 
agreement by which the counterparty seller will repurchase the securities on or before a specified date 
and for a specified amount and the counterparty will deliver the underlying securities to the local 
agency by book entry, physical delivery, or by third-party custodial agreement. The transfer of 
underlying securities to the counterparty bank’s customer book-entry account may be used for book-
entry delivery.
(B) “Securities,” for purposes of repurchase under this subdivision, means securities of the same issuer, 
description, issue date, and maturity.
(C) “Reverse repurchase agreement” means a sale of securities by the local agency pursuant to an 
agreement by which the local agency will repurchase the securities on or before a specified date and 
includes other comparable agreements.
(D) “Securities lending agreement” means an agreement under which a local agency agrees to transfer 
securities to a borrower who, in turn, agrees to provide collateral to the local agency. During the term of 
the agreement, both the securities and the collateral are held by a third party. At the conclusion of the 
agreement, the securities are transferred back to the local agency in return for the collateral.
(E) For purposes of this section, the base value of the local agency’s pool portfolio shall be that dollar 
amount obtained by totaling all cash balances placed in the pool by all pool participants, excluding any 
amounts obtained through selling securities by way of reverse repurchase agreements, securities 
lending agreements, or other similar borrowing methods.
(F) For purposes of this section, the spread is the difference between the cost of funds obtained using 
the reverse repurchase agreement and the earnings obtained on the reinvestment of the funds.
(k) Medium-term notes, defined as all corporate and depository institution debt securities with a 
maximum remaining maturity of five years or less, issued by corporations organized and operating 
within the United States or by depository institutions licensed by the United States or any state and 
operating within the United States. Notes eligible for investment under this subdivision shall be rated in 
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a rating category of “A” or its equivalent or better by an NRSRO. Purchases of medium-term notes shall 
not include other instruments authorized by this section and shall not exceed 30 percent of the agency’s 
moneys that may be invested pursuant to this section.
(l) (1) Shares of beneficial interest issued by diversified management companies that invest in the 
securities and obligations as authorized by subdivisions (a) to (k), inclusive, and subdivisions (m) to (q), 
inclusive, and that comply with the investment restrictions of this article and Article 2 (commencing 
with Section 53630). However, notwithstanding these restrictions, a counterparty to a reverse 
repurchase agreement or securities lending agreement is not required to be a primary dealer of the 
Federal Reserve Bank of New York if the company’s board of directors finds that the counterparty 
presents a minimal risk of default, and the value of the securities underlying a repurchase agreement or 
securities lending agreement may be 100 percent of the sales price if the securities are marked to 
market daily.
(2) Shares of beneficial interest issued by diversified management companies that are money market 
funds registered with the Securities and Exchange Commission under the Investment Company Act of 
1940 (15 U.S.C. Sec. 80a-1 et seq.).
(3) If investment is in shares issued pursuant to paragraph (1), the company shall have met either of the 
following criteria:
(A) Attained the highest ranking or the highest letter and numerical rating provided by not less than two 
NRSROs.
(B) Retained an investment adviser registered or exempt from registration with the Securities and 
Exchange Commission with not less than five years’ experience investing in the securities and 
obligations authorized by subdivisions (a) to (k), inclusive, and subdivisions (m) to (q), inclusive, and with 
assets under management in excess of five hundred million dollars ($500,000,000).
(4) If investment is in shares issued pursuant to paragraph (2), the company shall have met either of the 
following criteria:
(A) Attained the highest ranking or the highest letter and numerical rating provided by not less than two 
NRSROs.
(B) Retained an investment adviser registered or exempt from registration with the Securities and 
Exchange Commission with not less than five years’ experience managing money market mutual funds 
with assets under management in excess of five hundred million dollars ($500,000,000).
(5) The purchase price of shares of beneficial interest purchased pursuant to this subdivision shall not 
include commission that the companies may charge and shall not exceed 20 percent of the agency’s 
moneys that may be invested pursuant to this section. However, no more than 10 percent of the 
agency’s funds may be invested in shares of beneficial interest of any one mutual fund pursuant to 
paragraph (1).
(m) Moneys held by a trustee or fiscal agent and pledged to the payment or security of bonds or other 
indebtedness, or obligations under a lease, installment sale, or other agreement of a local agency, or 
certificates of participation in those bonds, indebtedness, or lease installment sale, or other 
agreements, may be invested in accordance with the statutory provisions governing the issuance of 
those bonds, indebtedness, or lease installment sale, or other agreement, or to the extent not 
inconsistent therewith or if there are no specific statutory provisions, in accordance with the ordinance, 
resolution, indenture, or agreement of the local agency providing for the issuance.
(n) Notes, bonds, or other obligations that are at all times secured by a valid first priority security 
interest in securities of the types listed by Section 53651 as eligible securities for the purpose of 
securing local agency deposits having a market value at least equal to that required by Section 53652 for 
the purpose of securing local agency deposits. The securities serving as collateral shall be placed by 
delivery or book entry into the custody of a trust company or the trust department of a bank that is not 
affiliated with the issuer of the secured obligation, and the security interest shall be perfected in 
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accordance with the requirements of the Uniform Commercial Code or federal regulations applicable to 
the types of securities in which the security interest is granted.
(o) A mortgage passthrough security, collateralized mortgage obligation, mortgage-backed or other pay-
through bond, equipment lease-backed certificate, consumer receivable passthrough certificate, or 
consumer receivable-backed bond. Securities eligible for investment under this subdivision shall be 
rated in a rating category of “AA” or its equivalent or better by an NRSRO and have a maximum 
remaining maturity of five years or less. Purchase of securities authorized by this subdivision shall not 
exceed 20 percent of the agency’s surplus moneys that may be invested pursuant to this section.
(p) Shares of beneficial interest issued by a joint powers authority organized pursuant to Section 6509.7 
that invests in the securities and obligations authorized in subdivisions (a) to (r), inclusive. Each share 
shall represent an equal proportional interest in the underlying pool of securities owned by the joint 
powers authority. To be eligible under this section, the joint powers authority issuing the shares shall 
have retained an investment adviser that meets all of the following criteria:
(1) The adviser is registered or exempt from registration with the Securities and Exchange Commission.
(2) The adviser has not less than five years of experience investing in the securities and obligations 
authorized in subdivisions (a) to (q), inclusive.
(3) The adviser has assets under management in excess of five hundred million dollars ($500,000,000).
(q) United States dollar denominated senior unsecured unsubordinated obligations issued or 
unconditionally guaranteed by the International Bank for Reconstruction and Development, 
International Finance Corporation, or Inter-American Development Bank, with a maximum remaining 
maturity of five years or less, and eligible for purchase and sale within the United States. Investments 
under this subdivision shall be rated in a rating category of “AA” or its equivalent or better by an NRSRO 
and shall not exceed 30 percent of the agency’s moneys that may be invested pursuant to this section.
(r) Commercial paper, debt securities, or other obligations of a public bank, as defined in Section 57600.
(Amended by Stats. 2019, Ch. 442, Sec. 11. (AB 857) Effective January 1, 2020.)

53601.1.

The authority of a local agency to invest funds pursuant to Section 53601 includes, in addition thereto, 
authority to invest in financial futures or financial option contracts in any of the investment categories 
enumerated in that section.

(Added by Stats. 1983, Ch. 534, Sec. 3.)

53601.2.

As used in this article, “corporation” includes a limited liability company.

(Added by Stats. 2004, Ch. 118, Sec. 18. Effective January 1, 2005.)

53601.5.

The purchase by a local agency of any investment authorized pursuant to Section 53601 or 53601.1, not 
purchased directly from the issuer, shall be purchased either from an institution licensed by the state as 
a broker-dealer, as defined in Section 25004 of the Corporations Code, or from a member of a federally 
regulated securities exchange, from a national or state-chartered bank, from a savings association or 
federal association (as defined by Section 5102 of the Financial Code) or from a brokerage firm 
designated as a primary government dealer by the Federal Reserve bank.

(Amended by Stats. 2001, Ch. 57, Sec. 2. Effective January 1, 2002.)

53601.6.
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(a) A local agency shall not invest any funds pursuant to this article or pursuant to Article 2 (commencing 
with Section 53630) in inverse floaters, range notes, or mortgage-derived, interest-only strips.

(b) A local agency shall not invest any funds pursuant to this article or pursuant to Article 2 (commencing 
with Section 53630) in any security that could result in zero interest accrual if held to maturity.
However, a local agency may hold prohibited instruments until their maturity dates. The limitation in 
this subdivision shall not apply to local agency investments in shares of beneficial interest issued by 
diversified management companies registered under the Investment Company Act of 1940 (15 U.S.C. 
Sec. 80a-1 et seq.) that are authorized for investment pursuant to subdivision (l) of Section 53601.

(Amended by Stats. 2009, Ch. 332, Sec. 68.1. Effective January 1, 2010.)

53601.8.

Notwithstanding any other provision of this code, a local agency that has the authority under law to 
invest funds, at its discretion, may invest a portion of its surplus funds in deposits at a commercial bank, 
savings bank, savings and loan association, or credit union that uses a private sector entity that assists in 
the placement of deposits. The following conditions shall apply:
(a) The local agency shall choose a nationally or state-chartered commercial bank, savings bank, savings 
and loan association, or credit union in this state to invest the funds, which shall be known as the 
“selected” depository institution.
(b) The selected depository institution may use a private sector entity to help place local agency 
deposits with one or more commercial banks, savings banks, savings and loan associations, or credit 
unions that are located in the United States and are within the network used by the private sector 
entity for this purpose.
(c) The selected depository institution shall request that the local agency inform it of depository 
institutions at which the local agency has other deposits, and the selected depository institution shall 
provide that information to the private sector entity.
(d) Any private sector entity used by a selected depository institution to help place its local agency 
deposits shall maintain policies and procedures requiring all of the following:
(1) The full amount of each deposit placed pursuant to subdivision (b) and the interest that may accrue 
on each such deposit shall at all times be insured by the Federal Deposit Insurance Corporation or the 
National Credit Union Administration.
(2) Every depository institution where funds are placed shall be capitalized at a level that is sufficient, 
and be otherwise eligible, to receive such deposits pursuant to regulations of the Federal Deposit 
Insurance Corporation or the National Credit Union Administration, as applicable.
(3) At the time of the local agency’s investment with a selected depository institution and no less than 
monthly thereafter, the private sector entity shall ensure that the local agency is provided with an 
inventory of all depository institutions in which deposits have been placed on the local agency’s behalf, 
that are within the private sector entity’s network.
(4) Within its network, the private sector entity shall ensure that it does not place additional deposits 
from a particular local agency with any depository institution identified pursuant to subdivision (c) as 
holding that local agency’s deposits if those additional deposits would result in that local agency’s total 
amount on deposit at that depository institution exceeding the Federal Deposit Insurance Corporation 
or the National Credit Union Administration insurance limit.
(e) If a selected depository uses two or more private sector entities to assist in the placement of a local 
agency’s deposits, the selected depository shall ensure that it does not place additional deposits from a 
particular local agency with a depository institution if those additional deposits would result in that local 
agency’s total amount on deposit at that depository institution exceeding the Federal Deposit Insurance 
Corporation or the National Credit Union Administration insurance limit.
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(f) The selected depository institution shall serve as a custodian for each such deposit.
(g) On the same date that the local agency’s funds are placed pursuant to subdivision (b) by the private 
sector entity, the selected depository institution shall receive an amount of insured deposits from other 
financial institutions that, in total, are equal to, or greater than, the full amount of the principal that the 
local agency initially deposited through the selected depository institution pursuant to subdivision (b).
(h)  Notwithstanding subdivisions (a) to (g), inclusive, a credit union shall not act as a selected 
depository institution under this section unless both of the following conditions are satisfied:
(1) The credit union offers federal depository insurance through the National Credit Union 
Administration.
(2) The credit union is in possession of written guidance or other written communication from the 
National Credit Union Administration authorizing participation of federally insured credit unions in one 
or more deposit placement services and affirming that the moneys held by those credit unions while 
participating in a deposit placement service will at all times be insured by the federal government.
(i) It is the intent of the Legislature that this section shall not restrict competition among private sector 
entities that provide placement services pursuant to this section.
(j) The deposits placed pursuant to this section shall be subject to Section 53638 and shall not, in total, 
exceed 50 percent of the agency’s funds that may be invested for this purpose.
(k) This section shall remain in effect until January 1, 2026, and as of that date is repealed.
(Amended (as amended by Stats. 2015, Ch. 181, Sec. 1) by Stats. 2019, Ch. 619, Sec. 1. (AB 945) Effective 
January 1, 2020. Repealed as of January 1, 2026, by its own provisions. See later operative version, as 
amended by Sec. 3 of Stats. 2019, Ch. 619.)

53602.

The legislative body shall invest only in notes, bonds, bills, certificates of indebtedness, warrants, or 
registered warrants which are legal investments for savings banks in the State, provided, that the board 
of supervisors of a county may, by a four-fifths vote thereof, invest in notes, warrants or other evidences 
of indebtedness of public districts wholly or partly within the county, whether or not such notes, 
warrants, or other evidences of indebtedness are legal investments for savings banks.

(Amended by Stats. 1954, 1st Ex. Sess., Ch. 10.)

53603.

The legislative body may make the investment by direct purchase of any issue of eligible securities at 
their original sale or after they have been issued.

(Amended by Stats. 1953, Ch. 537.)

53604.

The legislative body may sell, or exchange for other eligible securities, and reinvest the proceeds of, the 
securities purchased.

(Amended by Stats. 1953, Ch. 537.)

53605.

From time to time, the legislative body shall sell the securities so that the proceeds may be applied to 
the purposes for which the original purchase money was placed in the sinking fund or the treasury of 
the local agency.

(Amended by Stats. 1953, Ch. 537.)
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53606.

The bonds purchased, which were issued by the purchaser, may be canceled either in satisfaction or 
sinking fund obligations or otherwise. When canceled, they are no longer outstanding, unless in its 
discretion, the legislative body holds then uncanceled. While held uncanceled, the bonds may be resold.

(Added by Stats. 1949, Ch. 81.)

53607.

The authority of the legislative body to invest or to reinvest funds of a local agency, or to sell or 
exchange securities so purchased, may be delegated for a one-year period by the legislative body to the 
treasurer of the local agency, who shall thereafter assume full responsibility for those transactions until 
the delegation of authority is revoked or expires, and shall make a monthly report of those transactions 
to the legislative body. Subject to review, the legislative body may renew the delegation of authority 
pursuant to this section each year.

(Amended by Stats. 1996, Ch. 749, Sec. 6. Effective January 1, 1997.)

53608.

The legislative body of a local agency may deposit for safekeeping with a federal or state association (as 
defined by Section 5102 of the Financial Code), a trust company or a state or national bank located 
within this state or with the Federal Reserve Bank of San Francisco or any branch thereof within this 
state, or with any Federal Reserve bank or with any state or national bank located in any City designated 
as a reserve City by the Board of Governors of the Federal Reserve System, the bonds, notes, bills, 
debentures, obligations, certificates of indebtedness, warrants, or other evidences of indebtedness in 
which the money of the local agency is invested pursuant to this article or pursuant to other legislative 
authority. The local agency shall take from such financial institution a receipt for securities so deposited. 
The authority of the legislative body to deposit for safekeeping may be delegated by the legislative body 
to the treasurer of the local agency; the treasurer shall not be responsible for securities delivered to and 
receipted for by a financial institution until they are withdrawn from the financial institution by the 
treasurer.

(Amended by Stats. 1985, Ch. 983, Sec. 17. Effective September 26, 1985.)

53635.

(a) This section shall apply to a local agency that is a county, a city and county, or other local agency that 
pools money in deposits or investments with other local agencies, including local agencies that have the 
same governing body. However, Section 53601 shall apply to all local agencies that pool money in 
deposits or investments exclusively with local agencies that have the same governing body. 

This section shall be interpreted in a manner that recognizes the distinct characteristics of investment 
pools and the distinct administrative burdens on managing and investing funds on a pooled basis 
pursuant to Article 6 (commencing with Section 27130) of Chapter 5 of Division 2 of Title 3.

A local agency that is a county, a city and county, or other local agency that pools money in deposits or 
investments with other agencies may invest in commercial paper pursuant to subdivision (h) of Section 
53601, except that the local agency shall be subject to the following concentration limits: 

 (1) No more than 40 percent of the local agency’s money may be invested in eligible commercial paper. 
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 (2) No more than 10 percent of the total assets of the investments held by a local agency may be 
invested in any one issuer’s commercial paper. 

 (b) Notwithstanding Section 53601, the City of Los Angeles shall be subject to the concentration limits 
of this section for counties and for cities and counties with regard to the investment of money in eligible 
commercial paper. 

 (c) A local agency subject to this section may invest in commercial paper, debt securities, or other 
obligations of a public bank, as defined in Section 57600. 

(Amended by Stats. 2019, Ch. 442, Sec. 12. (AB 857) Effective January 1, 2020.) 

53636.

 (a) At the time the treasurer enters into a contract with the depository pursuant to Section 53649, he or 
she shall authorize the agent of depository designated by the depository, but including the trust 
department of the depository only when acceptable to both the treasurer and the depository, to hold 
securities of the depository in accordance with this article to secure the deposit of the local agency.
(b) Only those trust companies and trust departments, or the Federal Home Loan Bank of San Francisco, 
which have been authorized by the administrator pursuant to Section 53657 shall be authorized by 
treasurers to act as agents of depository.
(c) The securities are subject to order of the depository in accordance with Section 53654 except when 
the provisions of subdivision (i) of Section 53661 and Section 53665 are in effect.
(d) An agent of depository shall not release any security held to secure a local agency deposit in a 
depository unless the administrator issues an order authorizing the release where either of the following 
occurs:
(1) A state or federal regulatory agency has taken possession of the depository.
(2) A conservator, receiver, or other legal custodian has been appointed for the depository.
(Amended by Stats. 1998, Ch. 1035, Sec. 10. Effective September 30, 1998.)

53637.

 (a) No person shall act as an agent of depository unless that person is a trust company located in this 
state, the trust department of a bank located in this state, or the Federal Home Loan Bank of San 
Francisco, and is authorized by the administrator to act as an agent of depository.
(b) (1) An application for authorization shall be in such form, shall contain such information, shall be 
signed in such manner, and shall (if the administrator so requires) be verified in such manner, as the 
administrator may prescribe.
(2) The fee for filing an application for authorization with the administrator shall be five hundred dollars 
($500).
(3) If the administrator finds, with respect to an application for authorization, that the applicant is 
competent to act as an agent of depository and that it is reasonable to believe the applicant will comply 
with all applicable provisions of this article and of any regulation or order issued under this article, the 
administrator shall approve the application. If the administrator finds otherwise, the administrator shall 
deny the application.
(4) When an application for authorization has been approved, the applicant shall file with the 
administrator an agreement to comply with all applicable provisions of this article and of any regulation 
or order issued under this article. The agreement shall be in such form, shall contain such provisions, 
and shall be signed in such manner as the administrator may prescribe.
(5) When an application for authorization has been approved, the applicant has complied with 
paragraph (4), and all conditions precedent to authorizing the applicant to act as agent of depository 
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have been fulfilled, the administrator shall authorize the applicant to act as agent of depository.
(Amended by Stats. 1996, Ch. 1063, Sec. 82. Effective January 1, 1997.)
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ANNUAL DELEGATION OF 
INVESTMENT AUTHORITY AND 

INVESTMENT POLICY

Presented to:

Finance and Governance Committee

July 14, 2020

That the Finance and Governance Committee recommend the 
City Council adopt a resolution:

1. delegating investment authority to the City Treasurer; and

2. adopting the FY 2020-21 investment policy for the City. 

RECOMMENDATION

2
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“The authority of the [City Council] to invest or to reinvest 
funds of a local agency, or to sell or exchange securities so 
purchased, may be delegated for a one-year period by the 
[City Council] to the [City Treasurer]. . . . Subject to review, the 
[City Council] may renew the delegation of authority pursuant 
to this section each year. (Gov. Code section 53607.)

• Resolution No. 10,455 (1992) delegated to City Treasurer 
the authority to invest and to reinvest surplus City funds in 
short-term public investments and securities

• Proposed resolution renews City Treasurer’s investment 
authority pursuant to Resolution No. 10,455

INVESTMENT AUTHORIZATION RESOLUTION

3

“[T]he treasurer or chief fiscal officer of the local agency may 
annually render to the [City Council] a statement of investment 
policy, which the [City Council] shall consider at a public 
meeting.” (Gov. Code section 53646(a)(2).)

• City Treasurer prepared investment policy in 2018
• Council adopted it again on July 30, 2019
• This year, the Treasurer told staff: “You can use the same 

investment policy and change the years”
• Changes:

• Changed the years
• Minor tweaks to State law
• Removed “Sunguard”

• Otherwise, this is identical to last year’s investment policy

INVESTMENT POLICY
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QUESTIONS?
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