
QUARTERLY
FINANCIAL BRIEFING

2ND QUARTER FY 2023

FY 2022 Audit Results and Process
FY 2023 Financial Status

FY 2024 Outlook

February 14, 2023



TABLE OF CONTENTS
2

Development Fee ……..……………………………….….. 3
Financial (ACFR, SA) ………………………………..….…. 5

FY 2022 AUDIT RESULTS AND PROCESS

FY 2023 FINANCIAL UPDATE
Revenue ………………………………………………………. 17
Expenditures …………………………..…………….….…. 22

The format of this presentation is
intended to serve as both a work
session presentation and Quarterly
Report Document.

All data may not be addressed
during the presentation. Inquiries
are welcomed during and after the
work session.

FY 2024 OUTLOOK
Budget Calendar …………………………………….….…. 28
TPT by Category ….………..………………………………. 29

Investments ………………………..…………………...…. 10



DEVELOPMENT FEES
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ARS § 9-463.05:
• Biennial certified audit of land use assumptions, infrastructure

improvements plan and development fees
• Hold a public hearing within 60 days of posting (Jan 31)
• Public Hearing February 15, 2023 at City Council meeting
• Auditor present at the public hearing
• AUP performed by HeinfeldMeech
• Period: July 1, 2020 – June 30, 2022

Infrastructure Improvement Plan (IIP)
• Dated February 27, 2019; Effective July 30, 2019
• A few things changed since then:

• COVID19
• Census 2020
• Supply chain delays
• Higher costs in construction and many commodities
• Audit findings will reflect these;
• Findings in IIP Audit not same as finding in SA

• Information regarding the next IIP will be
forthcoming



Development Fees
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https://www.yumaaz.gov/government/engineering/development-engineering



The Finance department has undergone 
significant changes in expectations of behaviors, 
accuracy and reporting timeliness; now is 
moving to a new approach in accounting 
processes.

During this transition, the Accounting Division 
has experienced considerable staffing turnover, 
but is poised in a great position to flip the switch 
to be a premier Accounting Division.

SA Findings down from 14 to 1 (CAP)

FINANCIAL AUDIT
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The Annual Financial Packet includes:
• Annual Comprehensive Financial Report (ACFR)
• Federal Single Audit (OMB A-133)
• Annual Expenditure Limitation Report (AELR) – Pending (due 3/31)
• Highway User Revenue Fund (HURF) compliance letter
• Communication to those Charged with Governance

+ ML recommendations to City-wide IC (no CAP)



Audit Results 
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Financial Audit
• ARS § 41-1491 requires auditor 

present results at City Council 
meeting (non-consent)

• Conducted by HeifeldMeech
• Unqualified (“Clean”) Opinion
• City back on standard schedule
• Monumental effort and change in 

Finance Dept., still much to go

Financial Overview
• No adjustments for FY 2023 budget 

as result of the FY 2022 audit

• $110.4 million paid to PSPRS
• Brings 2021 funding ratio to 105%
• However, market eroded to 

100.1% ending 6/30/2022
• More with the FY 2024 budget 

• Revenues exceed expenditures 
(net PSPRS) by $1.4 million

• General fund designations:
• PSPRS reserve ($12 million), 
• vehicles that were order but not 

received ($3 million);
• unspent CIP ($6 million); and 
• bond payments due days after year-

end ($14 million). 

• Unassigned is $24 million (25% of 
revenues) carried forward FY 2024

• Audit reviews data on test basis;
Considers materiality to ACFR

• Finance Department does not
have a triviality threshold

• When an error is detect, it’s fixed
going forward, then retro if
possible

Materiality



Audit Results 
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Payroll bank reconciliation was not 
performed timely. 
The reconciliation for June 2022 was 
not provided until January 2023
Activity in the bank account was 
compared to the accounting 
records, however, the differences 
identified were not fully researched 
or resolved.

Finding
• The City experienced a 100% turn 

over the payroll unit including 
those responsible for 
reconciliation 

• Prioritizing attention among prior 
year findings (6/10-week plan); 
covering gap from turn over and 
extended absences

• Mitigate gaps due to turnover 
and/or extended leaves of 
absence and communicating 
status by:

• Creating a functional unit that is 
primarily responsible for all 29 cash 
reconciliations

• Including reconciliation progress in 
performance evaluations

• Mandating continual professional 
education and training

Reason and Response

• Finding does not impact the City’s
budget, revenues or expenditures

• Staff have identified all variances,
with some remnants of 2018

• Completing research on the best
approach and is resolving each
instance in current year (FY 2023)

Status



Direction of Finance Department 
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Objective: to ensure continuity in 
finance operations through turnover 
and extended leave of absences. 

Stop the practice of designating a 
specific complex task to 1 staff 
member and 1 staff member only.  
Such as accounting for bonds, 
pensions and OPEB, cash 
reconciliations or grants accounting 

Switch to spread the:
 8 bonds among multiple staffers;

(4 staffers handle 2 bonds each)
 4 pensions and OPEB,
 29 bank accounts, 
 85 grants and so forth. 
Led by resident expert in each area

New Approach – not 45+
Teach and learn through repetition;
and awareness of the entire process
more than once per year.

Quarterly closings with Mock Audits:
• Closings reviewed by the Finance 

Director and/or Assistant Director
• Creates repetition for consistently 

meeting deadlines with accuracy
• Requires demonstrations of:
o Accuracy in accounting 

techniques
o Timeliness of completing on time 

and being audit ready
• Develop knowledge redundancy:
o Alternate responsibilities among 

multiple staff members
o Build a system for continuity

Building System–an Example



?Discussion & Direction - Mayor and City Council
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Next Topic:  FY 2022 Investment Valuation



INVESTMENTS (2022 ACFR)
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Pages 78-80

At the risk of 
unartfully over 
simplifying a 

complex 
concept
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Investment Valuation

Rising interest 
rates

How does that 
impact 

“current” 
investment 
valuation

?
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Statement of 
Activities 

reports the 
City’s FY 2022 
Unrestricted 
Investment

Earnings as a 
net

(-$2.4 million)

Investment Valuation
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Trend to continue after FY 2022; Trend to continue after FY 2022; 
but holding to maturity negates 
the net negative earnings

Investment Valuation
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Is it a Loss; or valuation reporting?  
 Decrease in value, not a loss unless:
 Sell low; and not roll into higher yield 

(sometimes beneficial)
 Default; US Agencies low risk

 Not like 2000’s corporate debt:
 LGIP, Lehman Brothers

Equities, Stocks, IRA, 401k:
• Not like stocks or 401k where wait for equity

to regain value
• Fixed Income = hold to maturity, get Principal

Value Appreciates vs Erodes:
 If holding to maturity, the end is the same:  

Principal only
 No more
 No less

Buy / Sell before maturity:
 Some investment strategies do buy / sell 

before maturity
 Seal in the gains;  Reallocate early erosion for 

a net positive gain

Investment Valuation

Matures in 2026; get all 
of principal back
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• Same for holders of the City’s bonds 

Investment Valuation

• Updating investment policy is one of City 
Council’s Strategic Initiatives

• Red-line is in progress



?Discussion & Direction - Mayor and City Council
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Next Topic:  FY 2023 Financial Status



FY 2023 REVENUE MODEL
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Column “F” is the percentage of total revenue typically
collected in the first Quarter of the fiscal year. All factors
consistent, this helps measure the likelihood of a revenue
meeting the budget goal at year-end.

Column “G” compares the benchmark “F” with the current
percentage of collections in column “E”. The higher the %
in “G”, the greater the chance of making the budget goal.
This chart complements graphical revenue analysis for the
General fund and includes other major revenue sources.

Sound revenue 
monitoring includes 
comparing historical 
trends with current 

collections and future 
expectations; and 

monitoring factors that 
drive each revenue 
including identifying 

risk indicators.



Revenue Analysis – General Fund 18

Key:

Q1 = July-September

Q2 = October-December

Q3 = January – March

Q4 = April – June

FY = Fiscal Year

This graph shows the % change for Q1 over Q1, Q2 over Q2,
and so forth.

Growth can be from expanding the base, higher consumer
consumption or and in increase in prices or tax rates.

This information is useful in detecting slowing revenue
growth. This could be a signal of adverse impacts to the
City’s financial condition if the budget goal is not to be met.



Revenue Analysis – General Fund

Graph shows amount and % of total collections by
quarter. Note consistency of % in each Q since 2013.

19

Anaylsis:
 Q1= 2% over trend
 Q2 = high end of trend
 Goal set on expectations
 Sense flattening going to FY2024

Recommendation:
 Not add new or hold back 

priorities;
 Keep moving forward, approved 

initiatives and the FY 2023 Council 
adopted budget

End of FY 2023 budget hearings:
 Census population growth lower 

than estimates and rest of AZ
 Last minute updated state shared 

revenue estimates:
 Smaller % shared or revenues
 But bigger base to share
 Caution for FY 2024 Legislation

Revenue data for FY 2024 
LegilatiRecommendation:
 Local TPT, by category provided in 

the FY 2024 section of this 
document



Revenue Analysis – General Fund
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Revenue Analysis – General Fund

When revenue goals are set too high or 
not met, risk of overextended (stress test):
• Determine the extent of the amount 

and duration until revenues rebound
• If reduced expenditures are warranted
• Possible re-prioritization of programs

Revenue goals are set lower, expected to 
be exceed, within reason:
• If goal is exceeded, the revenue can 

be used the next FY;
• However, if goal is too low, it can cause 

delays in projects or leave important 
City Initiatives unfunded or held back

21

Budget and Actual
by Fiscal Year



Spending levels for FY2022 Q2 are provided for the
following funds. Other funds can be added by request.

FY 2023 SPENDING LEVELS
22

Governmental funds include:
• General Fund
• Highway User Revenue Fund
• City Road Tax Fund
• Public Safety Tax Fund
• Two Percent Tax Fund

Enterprise funds include:
• Water
• Wastewater
• Solid Waste



Governmental Funds

Monitoring operating expenditures tends to be near 25% for
the 1st quarter, 50% the 2nd and 75% the 3rd.
However, if a large quantity of expenditures are made in
single payments such as an annual subscription or lease, a
quarter could run higher than expected. The same timing is
true of seasonal revenues.
For the first quarter, all presented governmental operating
funds are meeting their revenue benchmark goal and
spending less than 50% of the approved budget.

23



Governmental Funds

Similar to many Arizona cities, Yuma’s year-over-year spending
is appearing higher in FY 2022 and again in FY 2023 than last
fiscal years’ due to reduced and deferred spending in FY 2021
related to COVID-19 caution. As supply chains loosens
(vehicles), this is expected to continue in FY 2024 and FY 2025.

24



Enterprise Funds

Like the City’s governmental funds, the enterprise
funds spending levels are under 50%; while they
are circling 50% of the revenue goals, the
enterprise funds continue consistent revenue
growth compared to last year.

25



Under current conditions there are no immediate 
indications in revenue or spending trends to warrant 

mitigating action to reduce or restrict expenditure budgets 
or City’s operations and services.

Like the rest of the nation, the on-going caution for 
disruptions in economic and consumer confidence related 
to supply chains, inflationary factors, and the availability of 

materials and labor.

Continue staying flexible and adaptable with 
contingency plans and actions identified will assist the City 

in navigating these concerns.

Management will continue monitoring revenues,  
economic factors and legislative actions and will alert City 

Council with mitigating actions if revenue trends or risk 
indicators signal the onset of adverse conditions that will 

be detrimental to the City’s financial condition. 

26
FY 2023 SUMMARY (LIKE 2022)
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Next Topic:  FY 2024 Outlook



FY 2024 OUTLOOK
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Upcoming events impacting the FY 2024 Budget:
• City Council Retreat February 27th and 28th
• Labor Market Study Results March 1st

• Possible Financial Briefing March 14th

• State Legislative Sessions (Ongoing)

BUDGET CALENDAR



TPT 2022 & 2021 (Full Year)
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• Specific
Categories

• Tighter Projections

• Better Monitoring

• Flattens in FY 2023 
Budget 

• Leveling a bit
in FY2023
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TPT 2022 & 2021 (Full Year)



TPT 2023 & 2022 (Q2)
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• Steep
increase

• Slower, but still 
collecting

• Flat as expected 
in FY 2023 
Budget Goal

• Half year
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TPT 2023 & 2022 (Q2)
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End of Quarterly Financial Briefing

Thank you to all City staff who exhibited dedication,
effort and excellence in ways that aren’t reflected in
audit reports; this Yuma team sub-set has made
completion of the June 30, 2022 audit possible.

I also express my sincere appreciating to each
member of the Finance Department for the
contributions made in the preparation of this audit.

And to the Assistant Finance Director for staying on
task as our 6-week 7-day per week plan tuned into
7-days per week 10-weeks plan.

Credit also must be given to the Mayor, City Council
and the Administration for their support for
maintaining and strengthening the utmost standards
of professionalism in the management of the City.

February 14, 2023
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