City of Isleton

101 Second Street P.O. Box 716 Isievon, Caurornia yoo41
Tel: 916-777-7770

August 12, 2025

The Honorable Bunmi Awoniyi
Presiding Judge

Sacramento County Superior Court
720 Ninth Street

Sacramento, CA 95814

Ms. Erendira Tapia-Bouthillier
Grand Jury Coordinator, Sacramento Superior Court
TapiaE@saccourt.ca.gov

Re: Response to 2024-2025 Sacramento County Grand Jury Report
“On the Brink of Bankruptcy: Isleton’s Failure to Govern”

Dear Judge Awoniyi:

In accordance with California Penal Code Sections 933 and 933.05, the City of Isleton
respectfully submits the enclosed responses to the findings and recommendations of the
20242025 Sacramento County Grand Jury report titled “On the Brink of Bankruptcy:
Isleton’s Failure to Govern.”

The City appreciates the Grand Jury’s careful review and oversight. While we
acknowledge the serious challenges identified—many of which stem from years of
administrative breakdown and oversight failure—current City leadership is fully
committed to structural reform and fiscal recovery. Over the past seven months, more has
been done to restore financial integrity, transparency, and governance compliance than in
the previous decade.

These responses reflect not only agreement with the Grand Jury’s findings, but also a
focused and realistic implementation plan to correct past deficiencies. A new budget has
been legally adopted, a timeline for audit completion has been established, internal
controls are being rebuilt, and a comprehensive training and enforcement framework is
underway.

The City of Isleton remains fully committed to restoring sound financial management
practices and rebuilding public trust. We appreciate the Grand Jury’s oversight and view
this process as a valuable opportunity to implement lasting structural improvements. By
strengthening internal controls, completing overdue audits, and enhancing fiscal
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transparency, the City aims to position itself for long-term financial stability and
increased access to critical funding opportunities.

We welcome continued dialogue and appreciate the opportunity to collaborate in
restoring trust and stability in the City’s operations. Please do not hesitate to contact us if

you have any questions or require further information.

Respectfully submitted,

City Manager
And
Isleton City Council

Aleida Suarez  Cara Pellegrini David Kent* Iva Walton* Pamela Bulahan
Councilmember Councilmember  Vice Mayor Mayor Councilmember

*Recusal for council response to Finding 8
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To help accelerate progress, the City is pu grant modification to fund the hiring of
a Chief Resiliency Officer (CRO). This position will lead the financial records
reconstruction process and coordinate directly with the City’s audit firm(s) to facilitate
timely completion of outstanding audits. The CRO will also collaborate with the Finance
Director and City Manager to implement long-term improvements in financial controls
and reporting systems.

While we acknowledge the Grand Jury’s proposed timeline, actual completion will
depend on the availability of qualified auditors, the pace of records recovery, and
available financial resources. At this time, the City anticipates completing audits for
fiscal years 2022-23 and 2023-24 during FY 2025-26, and audits for 2024-25 and
2025-26 during FY 2026-27. Every effort will be made to accelerate this schedule where
possible.

The City will prioritize audit completion to support transparency and future funding
access.

The City of Isleton is an equal opportunity provider and employer.






’ City o* Isleton

101 Second Street P.O. Box /1v Isleton, California 95641
Tel: 916-777-7770

RESPONSE - 6.18.2025 On the Brink of Bankruptcy: Isleton’s Failure to Govern
Finding - 4

The Grand Jury finds members of the City Council did not adequately monitor the City’s
finances, thereby contributing to a state of serious indebtedness.

Recommendation - 4

The Grand Jury recommends the City Council continue to closely monitor the City’s
financial position and assess whether bankruptcy or disincorporation is in the best interest
of the residents of Isleton, and report out on their conclusion in a public meeting by
December 31, 2025.

Response - 4

The City agrees with finding 4 of the Sacramento County Grand Jury report and
acknowledges the Grand Jury’s finding that insufficient financial oversight by past City
Councils contributed to Isleton’s current state of fiscal distress. While this concern is
valid, it is important to note that current management, with the full support of the City
Council, has taken decisive steps to restore financial accountability and transparency.
These include the timely adoption of a budget for FY 2025-26, a plan to complete
multiple years of overdue audits, and a broader effort to rebuild accurate financial records
and strengthen internal controls.

In response to the Grand Jury’s recommendation, the City Council—guided by the
Finance Director and City Attorney—has assessed the viability of bankruptcy and
disincorporation. Based on current conditions, neither option is recommended at this
time for the following reasons:

o Bankruptcy Risks: Initiating bankruptcy proceedings would trigger defaults
under existing loan and bond covenants, further limiting the City’s access to
credit and potentially worsening its financial position. Additionally, the City’s
insurance provider for property and liability coverage may terminate coverage
upon a bankruptcy filing. Given the City’s limited financial resources, there are
currently no feasible alternative providers within budget.

o Loan Forbearance Considerations: The City is currently under a loan
forbearance agreement that expires in November 2025. Management will
reevaluate all options—including the potential need for more formal
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restructuring—should that debt become fully due without a viable repayment
path.

o Disincorporation Not Advised: Current state practices indicate that cities in
fiscal crisis cannot bypass their responsibilities by disincorporating. In fact,
disincorporation is only considered by the Local Agency Formation Commission
(LAFCO) when a municipality has demonstrated some level of fiscal stability. In
our opinion, Isleton has not yet reached that threshold.

Variables change rapidly and this assessment may change in the near future. The City
Council wi continue to closely monitor the City’s financial condition with the support of
professional staff and will report out on its findings and conclusions—including the status
of bankruptcy and disincorporation considerations—at a public meeting no later than
December 31, 2025, in accordance with the Grand Jury’s recommendation.

The City Council remains committed to regular evaluation of its financial condition and
all legal restructuring options.
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The first formal report under this new framev 7ill be presen  to the City Council no
I 't nDecember 31, 2025, with a schedul ¢ adopted for: 1lar financial
reporting thereafter. These improvements are part of a broader efrort to ensure
transparency, support informed governance, and restore the City’s financial health.

The City is committed to consistent, transparent reporting that supports informed
governance.

The City of Isleton is an equal opportunity provider and employer.



City of let
101 Second Street P.O. Box 716 ) Isleton, California 95v«+1
Tel: 916-777-7770

RESPONSE - 6.18.2025 On the Brink of Bankruptcy: Isleton’s Fz ire to Govern
Finding - 7

The Grand Jury finds members of the City Council lack experience and training in city
governance thereby denying the residents of Isleton of effective representation.

Recommendation - 7

The Grand Jury recommends each City Council member undergo comprehensive training
on their duties and responsibilities as council members, and publicly provide verification
of the completion of this training and understanding of their roles, by no later than
December 31, 2025.

Response - 7

e City agrees with finding 7 of the Sacramento County Grand Jury report and
acknowledges that additional training is necessary to ensure the City Council can
effectively carry out its responsibilities. The City agrees with the recommendation and
supports comprehensive training to strengthen governance, transparency, and legal
compliance.

To that end, the City Attorney conducted a Brown Act and governance training session
on July 22, 2025. This session covered key areas of Council responsibility, including
open meeting laws, ethical conduct, roles and responsibilities under state law and the
City’s municipal code, and effective Council-staff relations. The City documented
attendance and publicly verified completion of this training. These efforts will reinforce
ethical standards and strengthen Council accountability moving forward.

In addition, the City will encourage ongoing participation in supplemental training
programs offered by recognized organizations such as the League of California Cities.
These opportunities will support continuous learning and reinforce best practices in
municipal governance. Council members are committing to pursuing their own paths for
self-education and report their training efforts during their monthly reports.

The City remains committed to building an effective and well-informed leadership team
and will continue supporting the Council’s development through education and clear
guidance. This effort is essential to ensuring responsible decision-making and
accountable representation for the residents of Isleton.
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office. The Code is also intended to be reviewed  1re-affirn  * annually. The City
acknowledges that the current Code, last adopted on January 23, 2008, should be
reviewed, discussed, and revised on a regular basis.

To that end, the City Manager and City Attorney will review comparable codes from peer
agencies and present recommended updates to the City Council. These updates, along
with reaffirmations from current members, will be completed no later than December 31,
2025. The City Manager will also establish a recurring annual review process to ensure
the Code remains a living document and a central point of reference for City Council
conduct.

These actions will help restore a culture of professionalism, accountability, and respect—
both within City Hall and in the public’s eyes.
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Comprehensive recordkeeping is critical to supporting effective operations and
financial resilience. The City views this work not just as a compliance task, but as a
foundational step in restoring transparency, financial integrity, and public trust.
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