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EstlmAtl'd 
Remedial ion Date Completion 

Item 
Description of Finding 

Complete per Repontd as Date per 
Number 

Souree 
MAnagemenr? 

Remedial Aclions taken by Management f 11 
Rcmcdialcd M a11Agement If 

Tested by lnlernal Aud ii? 

121 Rtmei.liatlon 
Not Complt:re 

T1,e City should contribute 10 SDCERS annually Mayol"s 8/24/06 Yes Per 2f2 I /07 4th Mayor Kroll S1aius report: Fcb-07 NA Ye!:• SDCERS Bank Cash Transaction 
the Annual Required Conuibution, as calculaled Response to "Complete. TI,c Mayor's Five Year Plan conLains s1~1cmC21t Repons for July 2006 (FY07) and 
by SDCERS acluary, including an amount Rcmcdi~I full ARC (Aru1ual Required. Contribution) July 2007 (FY0B) detailing Plan Sponsor 
suflieien1 lo amortize cristing UAA Lover a Rocommenda1ions conlributions over an amorti1.ation p~Tiod in Contributions from the Cily of San Di.:go 
rc:a.sonablc period of I ime that assurc:s 1ha1 Cllrrc!ll Found in lhc Kroll compliance witl1 lhe "Gleason Sculemen1:· 11,c were reviewed. n,e payment an,ounl!!, $162 

taxpay= a.re paying for the full cost of services Repon City's budget for fiscal year 2007 conrnins a million and $165 million, n:spo::tively. were 
n,ndcrecJ by employees of lhc City and not passed contribution of5162 million to pay 1bc full ARC. consistent with lhe acluarial a,isumptions or 
on ,o future general ions. 111 is contribution was made 8l the beginning of 1hc methods used in the June )0, 2005 Annunl 

fiscal year {July 2006 ). V~!uation. TI1is item has been accepted by 
!nlcmBI Audit as remcdiatcd. 

AdditionaUy, the plan for fiscAI years 2008-2012 
provides for payment of ARC plus co eliminate 

I negalivc nmoniz.alion of the UAAL (Unfunded 
Actuarial Accrued Liability). TI1e ARC plus 
contribution amounts lo nn additional $27.1 
million annual contribution ov~..-U,is period. or 
SI )5.5 million jn toLal. 

l11c survey results can be Accc:;sed on the City's 
website al: 

h1tp:llwww.sandicgo.gov/inayor/pd llfiv~ _year _pla 
n_l I _15.pdf' 
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Eslimaied 

Remediation Dale Complelion 
Hem 

De§crlptlon of Finding Source 
Complete per 

Remedlal Actions taken by Management 111 Reported H D11ic per 
Tested by lnlemal Audit? 

Number Management? Remedla!ed M11n11gemenl Ir 

Ill Remediation 
Nol Complete 

llic costs should be reflected in the City's annu31 Mayor's 8124106 Yes Per 11/22/06 3rd Mayor Kroll Stah.1s report: Nov-06 NA No 

budget and fivc-yl-ar plan, and variances caused Response !o "Complete, For clarification purposes. (this ilem] 

by changes in actuarial assumf)lions should be Remedial relates lO cosls for proposed new relircmcnl 
explained, Recommendations bcnclils for city employe.)$. 

Found in lhe Kroll 
Report TI1c City acknowledges !lie ne-cd lo :accurately 

calculate the costs of any new relin;mcnl benefits 

2 and includes such cmas in all budgels and five y~r 
plans, Addil..ionally. the voters passed Proposition 
B which will require the City 10 oblain voter 

approval for any increases ( wi lh the exception of 
C-OSI of Ii ving) in municipal pension benefits." 

ll1c C i1y should nol use its contribution 10 pay for Mayor's 8124106 Yes Pcr 2121 /07 4111 Mnyor Kroll Status report: "City Feb-07 NA No 

any b,,nelits other l!rnn rct iremenl benefits W1d !he Response 10 At1orncy action complete. llie Mtmicipal Code 

related costs of administering lhc Plan. Tim.~. nll Remedial change 10 repe.:,I the "Waterfall'" paymC111S is in the 

portion of !lie City's annual con1ribut ion lo Reconimendations process or being dockcte<L" 

S DC ER S should be credited agai 11st the City's Found in the Kroll 

3 obligation to pay retiree hcalt.hcarecosl~. or for Report 
any other of the so-called "Waterfall" payments, 

unless and until Ille City pays !he required ARC. 
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EstlmR!Nl 

Rcmedlarion Oare Completion 
Item 

Description of Finding Source 
Complete per 

Remedial Actions la~n by Man8gcmcnt (II 
Rcporkd as Dale per Tnred by Internal Audit? 

Number Management'! Rcmcdlated Managcmcnl If 

121 Rcmcdla1io11 
Not Con1plet~ 

ll1c Audit Committee concurs wilh actions being Mayor's 8/24/06 Yes Pei; 1121/07 4th Mayor Kroll St.1111.~ report: Feb-07 NA 0 

taken by the Rdiremelll Administrator lo establish Response IO Coinple1e .. Refer to SOCERS leller datod January 
a financial reporting function within SDCERS. Remedial 31. 2007 regarding thc Status of Kroll 

Rccommendat ions Remediation." 
Found io Ute Kroll 
Report Per SDCERS lt:11 er da1cd January 31. 2007: 

4 "SDCERS' financial Reponini and 
Allministration Division ... has been cxrantloo to 
inclutle four accoun1anes. one n,anagcmcnt analyst 
and IJ1rce surpon sratT - the most experienced and 
talented financial team in S DCERS' hislory." 

For JJ11fl)ll6e of calcula1ing annual funding M~yor's 8n4l06 Yes Per 4/9/07 SIJ1 Mayor Kroll Sl~IIL~ rcpon: Apr-07 NA No 
rcq11iremcn1s, the UAALshould reOect a pTUdeflt Response to "Sub~1a111ially complctc. SDCERS Board action 
view of arnnomic fClllity and include within it the Remedial approved anti tlirected rhe acluary lo include 1hc 
cosL~ of Ilic Corbell scn!cmcnl. Recommendations costs of the Corbett settlement Jnd !3th check. 

Fountl i11 the Kroll llie Acruary rcpon dated January 2007 coniains 
Report Oicsc components i11 the UA.AL. TI1c Ac1ua.ria.l 

Valualion Repon wa~ presented al lhc SDCERS 
board mccti ng dated January 19. 2007, 

5 
In acldition. lJ1e SDCERS Boartl has clirectod ,ts 
actuary 10 complete an experience sludy which will 
be presented to 1hc Board in the wintt.T of 2008. 
TI1is SI udy wil I provide the Board with infonnation 
to make further assun1ption decisions such os the 
appropriale discount rate and salary growth 
SDCERS should use." 
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Es1lmeted 
Remcdiatio11 Date Completlo11 

11cm 
Description of Finding Source 

Complete per 
Remedial Actions token hy M11negl'mcnt I J l 

Reported es Dale per 
Tested by Internal Audit? 

Number Men11gcrncnl? Rcn1cdiatcd Manegemcnl If 

12) Remediation 
Nol Complete 

n,e Retirement Admini~1ra1or and CFO of Mayor's 8124/06 Yes SDCERS is commillcd 10 accepting responsibility Dec-07 NA No 
SDCERS should annually include in the SDCERS' Response w for es1ablishing a,,d maintaining an cffc,c1i ve 
CAfR a signed managen1cn1 report on the R,ernedial system of intemal cc,mrol over financial rcponing 
financial S(ale1nents and disclosures which include Recommendations and disclosures. As such. SDCERS pla11s to 
a s1a11:mcn1 ofSDCERS" rcspon~ibili1y for Found in the Kroll comply wilh tJ,e 2005 edition (most current) of 1hc 
csrnblishing and main1aining an elTective sy~tcm Repon Govemmenc Finance omccn Association (GFOA) 
of inlemal control over financial reponing and "131uc Book."" Govemmcnl.31 Accounting. Au<li(ing. 
disclosures: a sl!Ilcmcn1 selling fonh SDCERS' and Financial Reporting (GAAFR) U1a1 provides 
assessmcnl oflhc cITec1ivcness or the internal guidance on financial rcponing for stale 
controls: a sta1emen1 1h01 based on their govemmems. TI1c GAAFR's l11lc:sl guidance on 
knowledge. lhe CAFR does not contain any untrue 1r:ans111ilt.al leuers is that lhcy con1ain a s1n1cmen1 
slalemen1 of a nia1erial fact or omi I 10 ~,a1e a 1lrn1 says "Managemcol assumes full responsibili1y 
material fac1 necessary IO 1nake lhe CAFR no! for the compleJeness and reliabili1y of lhc 
misleading: and a st.e1emc111 1ha1 tJ,c financial informalion conl.aincd in tJ1is repm1. based upon~ 
s1.111emcn1 and oilier information included in 1hc comprehensive fra,ncwork of imemal control U1a1 
CAFR fairly present in all material respecls U1e net ii has cslllbl ished for I his purpose. Because Ilic 
assets and activities of SDCERS for the period cost of i nlemal control should not exceed 

6 
presented. an1icipa1,:d bcnefii.s. lhe objective is lo provide 

reasonable. rau,cr than absolute. assurance Lhal lhe 
financial stau:mcnts are free of any male-rial 
miss1a1cmen1s. ·· 
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Item 
Number 

Internal Control Items with a Direct Impact on Financial Reporting - SDCERS 

Remediation 

Description of f.inding 
Complete per 

Source 
Manag~ment? 

Remedial Actions taken b~· Management 11! 

111c GAA.FR's guidance is consislcnl with GASB 
S(atement No. 34. Basic Financial Statements. and 
Management's Discussion and Analysis for Stale 
and Local Governments. SDCERS will include 
this SllllL'"lne'!ll in il~ CAFR trnnsmillal letter 
consis1ent with this guidance v~ 0 .... .,,. 0 with lhe 
June 30, 2006 report. The Cily adopled similar 
language in its 2005 CAFR Transn:iillal Letter. an<l 
Macias Gini & O'Connell also concur wilh U1is 
.ippmach. 

Footnotes: 
( I J Per infonna!ion providoo to Internal Au<lil by Ma11agc1nen1 Staff and infomrn1ion provided via 1he Mayoral Kroll Sllllus updates. 
( 2J "Dale Rc:i,oned" refers 10 1he date the finding was reported as remcdiatcd via: I) Memo;; limn Management, 2) Mayoral Kroll S1a1us 
Rcpons. 3) Slatus Repons lo Internal Audit from Process Owners. 41 Independent Au<lilor's Reports and 5) Report from John Dyer. 
Mayoral CoosulL1n1. lo Internal A11di1. 
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Estimated 
Date Completion 

Reported as Date per 
Remedla!ed Management if 

121 Rcmedlatlo11 
Not Complete 

Exhibit D 

Tested hy lnlernal Audit? 


