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AGENDA ITEM NO. 10 

 
DATE: April 14, 2010 
 
TO:  Local Agency Formation Commission 
 
FROM: Jeff Witte, Executive Officer 
 
SUBJECT: Consider Approval –Establishment of Independent Financial System 

for LAFCo 
 
Summary: 
 
Under the direction of the Commission, staff has been in the process of taking the 
necessary steps towards independence.  The recommendations contained in this 
report, along with the attached resolution, provides for a mechanism for LAFCo to 
receive and disburse funds as needed for LAFCo operations. This action is in support of 
the Third Amendment to the Professional Services Agreement between LAFCo and 
Fresno County, approved on March 2, 2010, by the Fresno County Board of 
Supervisors.  In the Agreement, LAFCo sets forth its intention to provide for its own 
Executive Officer and other services related to financial activities. 
 
Discussion: 
 
As part of the overall plan for LAFCo, it is necessary for the Commission to create a 
way to pay its expenses and the Executive Officer’s salary.  While the two existing 
County employees will remain County employees contracted to LAFCo, the Executive 
Officer and any future employees will be LAFCO employees.  The Commission will be 
responsible for all LAFCo employee-related items, including monthly payroll, tax 
withholding, annual tax (W-2) statements, etc.  Additionally, LAFCo would be 
responsible for the payment of Workers Compensation and other related expenses for 
staff that is solely the responsibility of the LAFCo Commission. 
 
Under this plan, as LAFCo receives income in the form of city/county support for 
LAFCo’s operations and/or filing fees, etc., such income would be deposited by LAFCo 
staff in the approved bank account with copies of the deposit slips sent to the firm 
generating the checks and financial reports.  LAFCo staff would transmit a list of all 
expenses to the firm for processing the checks.  Once the checks are printed staff will 
pick them up and obtain the necessary signatures.  Check signatures for the larger 
(routine business account) would require two signatures.  The Executive Officer and any 
of the LAFCo Commission members would be able to sign checks. 
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At the present time it does not appear that LAFCo would have the need for a petty cash 
fund or a LAFCo credit card.  Both of the aforesaid items create an additional level of 
reporting which does not appear to be warranted at this time.  Should this situation 
change in the future, LAFCo staff would submit a separate report with specific 
recommendations.  
 
A semi-annual audit is proposed as part of this plan.  While not prescribed by existing 
LAFCo procedures or exiting State law, an audit by a professional disinterested third 
party is a safeguard.  An audit would also be performed each time there is a change in 
Executive Officers.  This type of audit would be conducted by a Certified Public 
Accountant who has pervious government experience, and is not a person or firm that 
LAFCo would otherwise contract with for month-to-month activities. 
 
As an operating practice, LAFCo staff would not have LAFCo credit cards or have petty 
cash unless specifically authorized by the Commission under a separate policy at a later 
date. 
 
Costs: 
 
The agreement with ADP would cost $148.50 per month.  Staff is still having 
discussions with several banks and the high end of this service would be around $150 a 
month.  However, Central Valley Community Bank is interested in providing the service 
without charge to LAFCo, based on LAFCo’s bank balance.  Both banking and ADP 
agreements are subject to termination on fairly short notice and LAFCo would be free to 
pursue other resources if these did not work out to the satisfaction of the Commission.  
Specifics of the proposals are as follows: 
 
ADP: 
 
ADP would provide up to 20 checks a month for $148.50 a month.  This would allow for 
processing the Executive Officer’s monthly paycheck with appropriate withholding and 
processing approximately 19 other checks for payment to the County for staff services, 
for rent, payment to Commission members for attending meetings, and other normal 
business checks.  This service provides LAFCo with a monthly statement that can be 
included as a part of the monthly agenda items. 
 
Banking: 
 
Funding would initially come from transferring $50,000 from LAFCo’s cash fund 
presently being held by the County of Fresno on behalf of LAFCo to a bank account yet 
to be established.  The policy for dispersing funds would require two signatures on each 
check which could be the Executive officer and any of the five Commission members.  
Executive Officer and Commissioners would complete signature cards for the respective 
bank accounts.  Based on discussions with the Central Valley Community Bank, LAFCo 
would not be charged for banking services.   
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Recommendations: 
 
1. Authorize the Executive Officer to open a bank account with Central Valley 

Community Bank for the purpose of receiving deposits and issuing funds to pay 
financial obligations.    
 

2. Direct LAFCo staff to deposit future revenues from fees and assessments in the 
bank account created for this purpose. 
 

3. Request the County Auditor to transfer the remainder of all funds to the LAFCo 
bank account after 45 days and pending review of the process by Fresno County. 
 

4. Authorize the Executive Officer to enter into an agreement with ADP for the 
purpose of preparing and issuing checks to pay bills and obligations for LAFCo, 
and to provide a monthly accounting of expenses.  
 

5. Establish a policy of providing the Commission with a monthly report on the 
expenses from the previous month and bank balance. 
 

6. Establish a policy of having a semi-annual audit and an audit with the change of 
each Executive Officer. 
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