Internal Control [tems with a Direct Impact on Financial Reporting - CAFR Preparation

Exhibit A

Estimnsted
Remediation Date Completion
Item . Complete por Reperted as Date per
3] iptl f Findi I 144
Nuember escription of Finding Source Management? Remedial Actions taken by Management |1 Remediated | Management if Tested by Intvrnal Aud
12 Remediation
Not Complete
The Compturoller should review and assess the Mayor's 8/24/06 Yes Substantially complete, The Complroler reviewed|  Ocet-07 NA Yes - Randomly selected and tested 50
{ournal entry preparation and approval pracess. Response to and assessed the journal entry preparation and journal entrics to venify that the duties of
The duties of preparing and approving of journal | Remedial approval procsss for AMRIS (Accounting preparing and approving journal entries was

entries must be appropriately scgrepated. The
Comptroller should assign ultimate responsibility
for journal eniry review and approval to an
individual within the Comptroller's Office. The
Auditor General should analyze the journal entry
approval process as pan of that office’s review of
City operaiions.

Reconunendations
Found in the Kroll
Repornt

Managemeni Resource Information Systent).
AMRIS is the City's antiquated accounting/
general ledger system.  Ag part of this assessment,
internal contro) documentation was prepared that
includes 3 process namative, process flow and
internal conlrol matrix. Additionally, te Interim
Internat Auditor analyzed Uie joumnal entry process
documentalion and provided feedback that was
incorporated in the documentation.

appropriatcly segregated. Joumnal entry
approval process was documented and
provided to the Interim lternal Auditor on
4/27/07. Interim Internal Auditor provided
feedback on 5/1/07 and fvedback was
incorporated inio process. This ftem has been
accepled by Internal Audit as remediated.
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Internal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation

Exhibit A

Estimated
Remediation Dnte Completion
N::::er Description of Finding Source ACA::‘nng:::e]:’:” Remedial Actions taken by Management |[| 2::1:::1.:; Ma?:;irz:;t it Tested by Internal Audit?
12| Remediation
Not Complete
There was incorrect classification and presentation| 2003 KPMG Yes[1)  |Comected in the fiseal year 2003 CAFR. Dec-07 NA Yes - Verified that the emor was corrected via
of various funds within the CAFR, This included |Report the Restatements in the fiscal year 2003
incorrectly reporting San Diego Data Processing I. Establishment of a dedicaled CAFR (cam CAFR. This item has been aceepled by
Comoralion as an ¢nterprise fund, San Diego 2. Hiring of a Director of Financial Reporting Internal Audit as remediated: however, we
Medical Services Enterprises as a discretely 1. Increasc in training for members of CAFR tcam recommend (hat prior 1o the formal
presenied component unit rather than a joint 4. Establishment of the Disclosure Practices documeniation of policics and procedures by
venture, the Cily's 401K Plan as an agency fund, Warking Group (DPWG) Comptroller stafT, tis error be reviewed 1o
and Cily resources set aside (or repayment of tax 5. Establishment of the Audit Commiltee ensure sdequate procedures are in place lo
anucipalion notes as an agency fund. 6. Increased review of information contained in reduce the risk of the same errar occurring in
2 Additionally. the Cily incorrectly omilted an CAFR the fulure,

invesimeni brust fund representing cash owned and
intcrest earned by legally separate entitics within
the City Treasurer’s investment pool and
incorreetly reported (he Centre City Developinen
Comporation's delincd contribution plan assets as a
Niduciary fund even through such assets were nol
held by the City in a Irustec or agency capacily.

7. Improved processes for recognition and
recording of financial wansactions

Aclions remaining: Formal documentation of
policics and procedures.
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Internal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation

Exhibit A

Estimated
Remediation Date Completion
Ni::?er Description of Finding Source ;::1:;::::5; Remedial Actions taken by Management [ 1] ﬁiﬁ;:::: MaE:;‘;:lz:u i Tested by Internal Audit?
12] Remediation
Not Complete
Erross at component units (legally separate entities| 2003 KPMG Yes [3] Corrected in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verified (hat the erfor was corrested via
that are included in the City’s CAFR) were Repornt the Reslalements in the fiscal year 2003
vepeated in the Cily's CAFR. For example, errors 1. Establishment of a dedicated CAFR team CAFR. This jtein has been accepted by
in the reccivable for purchased service credits and 2. Hiring of a Dircctor of Financial Reporting Intemnal Audit 2s remediated: however, we
the liability for DROP obligations (San Diego City 3. Increasc in training for members of CATR team recommend that prior to the formal
Employees’ Retireiment System) and in recording 4, Establishment of the Disclosure Practices documeniation of policics and procedures by
an incentive payment received on a food and Working Group (DPWG) Comptraller staff, this error be reviewed to
beverage contract {San Diego Convention Center 5. Establishment of the Audit Commitlee ensure adeguate procedures are in place (0
3 Corporation) occurved within those entities and 6. Increased review of information contained in reduce the risk of the same ervor occurring in

were not detected prior to being included in the
City's CATR.

CAFR
7. Improved processes for recognition and
recording of financial transactions

Actions remaining: Formal docuinentation of
policies and procedures.

the future.
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Internal Control Items with a Direct Impact on Financial Reporting - CAFKR Preparation

Exhibit A

Estimated
Remediation Date Comipletion
Nl::er Description of Flnding Source ﬁz[:apg'::cl;el; Remedial Actions taken by Management |1} g:‘:;:;::; Mag:;ir}r)x:n i Tested by Internal Audit?
12t Remediation
Not Complete

The City must consider the subsiance of Mayor’s 8/24/06 Yes [3) Correcied in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verified that the error was corrected via
Lransactions when identifying the appropriate Response (o the Restatements in Uie fiscal year 2003
accounting (reaunent. For ex., paying retiree Remedial 1. Establishment of a dedicated CAFR team CAFR. This itom has been accepted by
health benelits from pension plan assets withdrew |Recommendations 2. Hiring of a Director of Financial Reporting Internal Audit as remediated; however, we
money from the pension plan. These amounts Found in the Kroli 3. Increase in training for members of CAFR team recosnmend 1hal prior to the formal
were not reflected as expenses in the City’s CAFR.{Repon 4, Establishment of the Disclosure Practices documentation of policies and procedures by

Working Group (DPWG) Comptroller s1aff, (his eror be reviewed 1o
The City has a mechanism {0 s¢4 aside a portion of 3. Establishment of the Audit Commsttee ensure adequate procedures are in place to
pension plan assets as “surplus eamings.” also 6. Increased review of information contained in reduce the risk of the same error occwring in
known as excess invesunent earnings. The CAFR the futore.
“surplus carmnings” were used (o fund a variety of 7. Improved processes for cecognition and
additional benelits for employees. such as retirec recording of linancial transactions
health benefits, or 10 "fund” employee ofTset
pavinents. However, the City did not consider Actions remaining: Formal documentation of

4 these activities when calculating pension expense 2003 KPMG policies and procedures.

in ils financisl statements. Correcting for Report

additional benefits and other pension accounting
issucs resylied in increasing the June 30, 2002 net
pension obligation in the City's governmeni-wide
financial statements by $90.4 million.
Additionally. certain benefits, i.e. Corbell, were
not included in the actuarial acerued liability
disclosuye as they were inappropriately defined ag
being “contingent."
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Internal Control Items with a Direct Imapact on Financial Reporting - CAFR Preparation

Exhibit A

Estimated
Hemedistion Date Completion
Nlllt:;l‘:w Description of Finding Source &:r::;:i‘;i Remedial Actions taken by Management |1} gii:;f;:; Mng:;i:;:n i Tested by Internat Augdit?
{2} Remediatlon
Not Complete
The City incorrectly included investinents as pat {2003 KPMG Yes {3} Corrected in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verified that the ermor was corrected via
of cash and cash equivalents within the Statement |{Report the Restalements in the fiscal year 2003
of Cash Flows. {. Establistuncnt of a dedicated CAFR teamn CAFR, This item has been accepled by
2. Hiring of a Director of Financial Reporting Internal Audit as remediated, however, we
3. Increase sn iraining for members of CAFR team recommend that prioe o the formal
4. Establishinent of {he Disclosure Practices documentation of policies and procedures by
Working Group (DPWG) Comptrolier staff, this ermor be reviewed 1o
5. Establishunent of the Audit Commiitee ensyre adeyuale procedures are in place (o
3 6. Increased review of information contained in reduce the risk of the same arror occurming in
CAFR the future,
7. liproved processes for recognition and
recording of Mnancial transaclions
Actions remaining: Formal documeniation of
policies and procedures.
The accruat for compensated absences was not 2003 KPMG Yes {3] Corrected in the fiscal year 2003 CAFR. Dee-07 NA Yes - Verified that the error was comeeted via
properly calculaled at yeav-end and certaio Repoit the Restatemenis in the fiscal year 2003
componenis (add-on pay and cinployer taxes) were 1. Establishment of a dedicated CAFR tecam CAFR. Thig ilem has been aecepled by
incorrectly exctuded from the calculation, 2. Hiring of a Director of Financial Reporting Internal Audit as remediated: however, we
3. Increase in training for members of CAFR team recommend that prior to te fonmal
4. Establishment of the Disclosure Practices documentation of policies and procedures by
Waorking Group (DPWG) Comptroller stafY, this error be reviewed to
5. Esiablishment of the Audit Commiliee ensure adequate procedures are in place (o
6 6. Increased review of information contained in reduce the risk of the same error gcourming in

CAFR
7. Improved processes for recognition and
recording of financial transactions

Actions remaining: Formal documentation of
policies and procedures.

fhe foture.
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Internal Control Ifems with a Direct Impact on Financial Reporting - CAFR Preparation

Exbibit A

—_—

Estimated
Remediation Date Caompletion
Nll:::er Description of Finding Source !\(i::‘:g!::e}:;‘; Remedial Actions taken by Management [1] iﬁ:&is&:‘: Ma::;z:::n i Tested by Internal Audit?
12] Remedistion
Not Complete

Petco Park leaschold improvements niade by the | 2003 KPMG Yes[3})  |Comected in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verified that the error was comrected via
San Diego Padres were incorrecily recorded by the | Repornt the Resiaterments in the Tiscal year 2003
City as contribolion revenue.  Additionally. the 1. Establishment of a dedicated CAFR tcam CAFR. This item lias been gecepted by
City's lability Tor the future conveyance of 2. Riring of a Dircctor of Financial Reporting Internal Audit as romediated; however, we
balipark {and parcels to the Padres was nol 3. Increase in Usining for members of CAFR eam recommend that prior to the formal
recorded. 4. Establishment of the Disclosure Practices documentation of policies and procedurcs by

Working Group {DPWG) Compuroller staff, this error be reviewed to

5. Establishiment of the Audit Committee cnsure adequate procedurcs are in place to

7 6. Increased review of infonmation contained in reduce the nisk of the same ervar cccurming in

CAFR the future.

7. Improved processes for recognition and

recording of financial ransactions

Actions remaining: Formal documentation of

policies and procedures.
Interfund transactions. ¢.g. purchases and sales of {2003 KPMG Yes{3]  [Coivecied in te fiscal year 2003 CAFR. Dec-07 NA Yes - Verified that the error was corrected via
land, were not properly identified and recorded at |Report the Restatements in the fiscal year 2003
the correct historical cost. Additionally, interfund {. Establishment of a dedicated CAFR team CAFR, Thig item has been accepled by
transfers were incorrectly vecorded as warking 2. Hiring of a Director of Financial Reporting Internal Audit as remediated; however, we
capital advances. 3. Increasc in training for members of CAFR tcam recommend that prior 1o the formal

4, Establishiment of the Disclosure Practices documentation of policics and procedurcs by

Working Group {DPWG) Complrolier stafT, this error be reviewed to

" 5. Establishment ol Use Audit Commitiee ensure adequale procodures are in place 1o

6. Increased review of information contained in
CAFR

7. lmproved processes for recognition and
recording of financial (ransactions

Actions remaining: Formal documentation of
policics and procedures.

reducc the risk of the same error occurring in
the future.

Exhibit A Page 6 of 39




Internal Control Iteras with a Direct Impact on Financial Reporting - CAFR Preparation

Exhibit A

Estimated
Remediation Date Completion
N:I:,r:“ Description of Finding Source ﬁ::f;::;‘t; Remedial Actlons taken by Management 1| EZ?::J?:{:; MaE:;i::;l i Tested by Internal Audit?
12] Remediation
Not Complete
Errors in recording various parcels of land resulled | 2003 KPMG Yes[3]  |Corrected in ihe fiscal year 2003 CAFR. Dec-07 NA Yes - Venfied that the ciror was corrected via
in an incrcasc of capital assets in the City's Repon the Restalements in the fiscal year 2003
financial statements. I. Dedicated Capital Assels lcam CAFR. This ilem has been accepied by
2. Improvements in processes Internal Audit as remediated: however, we
3. Increased training for capital asset stafl recommend that prior to the formal
9 4, Several levels of review, then forwarded Lo documentation of policies and procedures by
CAFR teamn lor addilional review Comptroller siafT, 1his crror be reviewed (o
cnsure adequale procedures are in place to
Actions remaining: Formal documentation of reducc the risk of the same error occurring in
policies and procedures the future.
During the implementation of GASB No. 34 in 2003 KPMG Yes[3] |Comrected in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verified that the error was corrected via
fiscal year 2002, (he Cily was reguired (o Report the Restatements in the fiscal year 2003
capitalize infrastructure assets for the first time. |. Dedicated Capital Assels team CAFR. Tlus item has been accepled by
However, the Cily added certain assets during this 2. Improvements in processes Internal Audil as remediated: however, we
process 1o its Minancial statements thal were 3. Increased (raining for capilal assel stafT recommend that prior (o (he formal
10 already recorded in its capital improvenent 4. Scveral levels of review, then forwarded 10 documeniation of policies and procedures by
proeram, CAFR team for addilional review Compiroller stafT, this ervor be reviewed Lo
ensure adequale procedures are in place 10
Actions remaining: Formal documentation of reducc the risk of the same error occurming in
policics and proccdures. the luture.
Varigus errors in book valucs or estimated vseful | 2003 KPMG Yes[3]  |Corrected in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verified that the error was corrected via
lives of assets resulled in an incvease in nel capital | Report the Restatements in the fiscal year 2003

asse(s reported in the City’s financial statements.

1. Dedicated Capital Assets icam

2. Improvements in processes

3. Increased training for capital asset stall

4. Scveral levels of review, then forwarded to
CAFR (cam for additional revicw

Actions remaining: Formal documentation of
policies and procedures.

CAFR. This item has been accepled by
Intemal Audil as remediated; however, we
recommenl that prior to the formal
documeniation of policies and procedures by
Comptroller stafT. this emor be reviewed to
ensure adequale procedurcs are in place to
reduce the risk of the same error occurming in
the lulwe,
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Internal Control [tems with a Direct Impact on Financial Reporting - CAFR Prep aration

Exhibit A

Estimated
Remediation Date Completion
N:lt:lrser Description of Finding Source [\(:I:r:gl:::::; Remedial Actions taken by Management |1] II::::&::;:; MnI::;:;:\t if Tested by Intermal Audit?
2] Remediation
Not Complete
Errors were made in recording various land held (2003 KPMG Yes[3]  |Correcied in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verificd thal the error was corrected via
for resale parcel transactions and the City Report the Restatements in the fiscal year 2003
incorrectly reported Yand held for resale at cost |. Dedicaled Capital Assets leani CAFR. This item has been accepled by
instead of estimated net realizable value 2. lhmprovemcents in processes Inernal Audil as remedialed: however, we
3. Increased training for capital asset stall recommend that prior 10 the formal
12 4, Severa) levels of review. then forwarded 10 documentation of policies and procedures by
CAFR tcam for additional review Comptroller staff, this ermor be reviewed to
ensure adequalte procedures are in place 1o
Actions remaining: Forma) documentation ol reduce the risk of the same error gecurming in
policies and procedures. e future,
Developer contributed assels were nol being 2003 KPMG Yes [3] Corrected in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verificd that the crror was correcied via
recorded as City asse1s, ar were nol being reporied [Repon the Restatements in the fiscal year 2003
in the year in which the transactions occurmed, 1. Dedicated Capital Assels (eam CAFR. This item has been accepted by
resulting in an understalemenl of capital assets in 2. Improvements in processcs Internzl Audil as remediated; however, we
the Cily's financial statements. 3. Increased training for capilal assel stafT recommend thal prior 1o the formal
13 4. Several levels of review. then lorwarded (o documentation of policics and procedures by
CAFR tcam for additional review Compiroller staff, this error he reviewed 1o
cnsure adequale procedures are in place lo
Aclions remaining. Formal documentation of reduce the risk of the same emror occurring in
policies and procedures. the Tuture,
Assets which has been placed in service were not (2003 KPMG Yes [3] Corrected in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verified that the error was corrected via
transferred from construction-in-progress 1o Report e Restatements in the fiscal year 2003
depreciable assels which resulted in a I. Dedicaled Capital Asscls lcam CAFR, This itcm has been accepted by
misclassification of reported capital assets and an 2. linprovements in processes Internal Audil as remedialed: however, we
underreporting of depreciation cxpense. 1. Increased training for capital asset stall’ recommend that prior 10 the formal
14 4. Several levels of review, ihen forwarded 1o documentalion of policies and procedures by

CAFR 1zam for addilional review

Actions remaining: Formal documeniation ol
policics and procedures.

Comptroller stafT, this crror be reviewed to
ensure adequale procedures are in place 1o
reduce the risk of the same error occurring in
the fulure.
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Internal Control Items with a Direct Impact or Financial Reporting - CAFR Preparation

Exbibit A

Estimated
Remediaiion Date Completion
N:'r‘r:"l:ler Description of Finding Source ;::‘:’g‘::;;i; Remcdial Actions taken by Management |1 g;:?cr;f;:; Mng:;i:;:‘ i Tested by Internal Audi?
12} Remediation
Not Complete
Various projects where certain planning, pre- 2003 KPMG Yes{3] [Corrected in the fiscal year 2003 CAFR. Dee-07 NA Yes - Verified that the emror was corrected via
design, and preliminary costs had been incurred | Report the Restalcments in the fiscal year 2003
but the projects were later canceled or abandoned i. Dedicated Capital Assets team CAFR. This item has boen accepted by
were not removed from the City's reported capital 2, bnprovements in processcs Internal Audit as remediated: however, we
asset balances. 3. Increased training for capiial asscl stall recommend that prior to the formal
{3 4. Several levels of review, then forwarded (o documentation of policies and procedures by
CAFR tcam for additional review Comptrotier siaff, this crror be reviewed 1o
ensure adequate procedurcs are in place to
Actions remaining: Formal docuinentation of reduce the risk of (he same emror ocourring in
policies and procedures. the future.
Errors in recording retenlions payable and trust 2003 RPMG Yes[3]  [Corrected in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verified that the error was corrected via
accounts rclated 1o capital activity occurred. Repont the Restatements in the fiscal year 2003
1. Dedicated Capitzl Assets team CAFR. This itens has boen acoepted by
2. lmprovenicnts in processes Internal Audit as remoediated; however, we
3, Incveased training for capital assct stafl recommend that prior to the formal
6 4. Several levels of review, then forwarded ©© documentation of policies and procedures by
CAFR ream {or additional review Compirolier stall, this error be reviewed 1o
ensure adequate procedures are in place (o
Actions remaining: Format documentation of reduce the risk of the same evror occurring in
policies and procedures. the future,
1here was a failure (o capitalize interest as part of |2003 KPMG Yes {3 |Cormected in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verified that the ermor was correctad via
certain assot acquisition costs. Repornt the Restatements in the {iscal year 2003
1. Dedicated Capital Assels team CAFR. This item has been accepted by
2. Improvements in processes Internal Audit as remicdiated: however, we
3. Increased training for capital asset stafl’ recommend that prior to the formal
7 4. Several levels of review, then forwvarded 1o documentation of policies and procedures by

CAFR team for additional review

Aclions remaining: Formal documentation of
policies and procedurcs.

Compicoller staff, this error be reviewed (o
ensure adequate procedures are in place to
reduce the risk of the same error occurring in
the future.
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Interval Control ltems with a Direct Impact on Financial Reporting - CAFR Preparation

Exhibit A

Estimated
Remediation Date Completion
N::;:r Description of Finding Seurce ;i::gl::;::i: Remediat Actions taken by Mapagement 1] iif:gfi:; Ma::;:}z;t i Tested by Internal Audit?
121 Remediation
Not Complele
A review of transaclions between the City and San | A&C Intemnal Yes [3]  [Corrected in the fiscal year 2003 CAFR, Dec-07 NA Yes - Verified that the error was corrected via
Dicgo Association of Governmicnis (SANDAG) | Control Repont the Restatements in the fiscal year 2003
identified loans which were not recorded as long 1. Dedicated Debt team CAFR. This item has been accepled by
term labifitics. This was the result of recording 2. Increased waining for debt stafl Intemal Audit as remediated: however, we
receipls as revenue rather than loan proceeds. The 3. Additional levels of review before forwarding to recommend that prior o the formal
resulting adjusiment was an increase in SANDAG the CAFR team documentation of policies and procedures by
18 loans payable and a decrease to Governmental net Compuroller staf, this ervor be reviewad (o
assets of $18.8035. Inadequate management Actions remaining: Fornal documentation of ensure adequate procedures are in place 1o
supervision and over-reliance of information policies and procedures. reduce the risk of the same error ocourring in
provided to the Auditor's office. the future,
Various debt transactions were not praperly 2003 KPMG Yes{3] |Corrected in the fiscal year 2003 CAFR. Dec-07 NA Yes - Venified that the crror was corrected via
recorded. For example, loun proceeds were Repon the Restatements in the fiscal year 2003
recorded as revenue rather than as debt, ¢.g. 1. Dedicated Debt team CAFR. This item has been accepted by
SANDAG loan, certain debt and the related 2. Increased training for debt stalT Internal Audit as remediated: however, we
invesunenis held with an escrow agent were nol 3. Additional levels of review before forwarding 1o recosminend that prior to the formal
propevly removed when such debl was defeased, the CAFR tcam documentation of policies and procedures by
19 bond issuance costs were incormectly expensed Compiroler stafT, this error be reviewed 1o

insicad of being deferred jn accordance with
GASB No. 34, accrued interest payable was
incomrectly calculated at year-cnd, and an arbitrage
liability was not recorded.

Actions remaining: Formal documentation of
policies and proceduses.

ensure adequate procedures are in place o
reduce the risk of the same error ocewrring in
the future.
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Jnternal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation

Exhiblt A

Estimated
Remediation Date Completion
N:!:x?er Deseription of Finding Souree ﬁ::‘:g‘:::;;i; Remedla) Actions taken by Management |} ﬁ:’r}‘zj;ﬂl:j Ma?:;z:;izt i Tested by Internal Audit?
{2 Remediation
Not Complete
The City did not properly recognize cerlain 2003 KPMG Yes[3]  [Correcled in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verified that the error was corrected via
revenues when recognition criteria were mict. Report the Restatements in the fiscal year 2003
Additionally, the City's calculation of deftrred 1. Establishiment of a dedicated CAFR tcam CAFR. Thisg item has boen accepled by
revenue in e fund statements incorrectly 2. Hiring of a Director of Financial Reporting Internal Audit as remediated; however, we
included noles receivable duc from developers, 3. Increase in Iraining for members of CAFR 1cam recommend that prior (0 the formal
one-time revenug received from the State, and 4, Increased review of information contained in documentation of policies and procedures by
working capital advances reccivable. CAFR Comptroller stafT, this crrer be reviewed to
5. Implementation of increased review of required ensure adequale procedures are in place o
reconciliations reduce the risk of the same error occurming in
20 6. Hiring of project manager to facilitate the future,

development of policics and documentation of
depasimental procedures demonsirating internal
control over financial assets, financial reporting,
and recording of financial tansactions

Actigns remaining: Formal documentation of
policies and procedures,
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loternal Control Items with a Direct Impact on Financial Reporting - CAFR Prepa ration

Exhibit A

Estimated
Remediation Date Completion
N:.:?:er Degeription of Finding Source ;‘;::g‘z::gﬁ; Remedial Actions takeu by Management |1] 2?:::;;;:: M;::;i:::“ if Tested by lnternal Audlt?
2} Remedintion
Net Complete
Revenue received from the Metropolitan 2003 KPMG Yes[3]  |Cowected in the fiscal year 2003 CAFR. Dec-07 NA Yes - Verified that the error was corrected via
Wastiewater Utility Participating Agencies was not |Repont the Resiatements in the fiscal year 2003
reconciled to supporting information which 1. Eswblishinent of a dedicated CAFR team CAFR. This item hias been accepted by
resulted in a $9.3 million overstatement of 2. Hiring of a Director of Financial Reporting Internal Audit as remediated: however, we
delerred revenue as of June 30, 2002, 3. Increase in training for members of CAFR tcam recommend that prior © the formal
Additionally, Meiropolitan Wastewater graols 4 increased review of information contained in documentation of policies and procedurcs by
receivable were not reconciled o supporting CAFR Comptroller staff, this error be reviewed to
information. Thus, crrors oceurring when 5. lmplementation of increased review of reguired ensure adeguate procedures are m place to
subsequent grant receipts were reported as reconciliations reduce the risk of the same error occumning in
31 additional revenues were not detected. 6. Hiring of project manager to facilitale the future

development of policies and documentation of
departmental procedures demonstrating internal
control over {imancial assets, financial reporting,
and recording of inancial transactions

Actions remaining: Formal documentation of
paticies and procedures.
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Internal Control 1ters with a Direct Impact on Financial Reporting - CAFR Prepa ration

Exhibit A

Estimated
Remediation Date Completion
Nlljl::cr Description of Finding Source ;‘;nmapglz:::i; Remedial Actions taken by Management |]) :Zﬁ?ﬁ:;:‘: Maz:;:-rl:::l it Tested by Internal Audit?
121 Remedialion
Not Complete
Leasehold improvemnents on City owned property 2003 KPMG Yes [3] Corrected in the liscal year 2003 CAFR. Dec-07 NA Yes - Verified that the error was corrected via
were incorrectly recorded as contribution revenuc, | Repon the Restatemnents in the fiscal year 2003
c.g. Zoological socicty of San Diego. I. Establishment of a dedicated CAFR tcam CAFR. This item has been accepied by
2. Hiring of a Direcior of Financial Reporting Internal Audit as remediated: however, we
3. Increasc in training for members of CAFR leam recomunend Lhal prior to the formal
4. Increased review af infornation contained in documentation of policies and procedures by
CAFR Comptrolter staff, (his error be reviewed o
5. Implementation of increased review of required ensure adequate procedures are in place 1o
reconciliations reduce the nsk of the same error occurming in
22 6. Hinng of project tmanager to facilitate the future.

development of policits and decuinentation of
deparimental procedures demonstrating intemnal
control over linancial assets. (inancial reporting.
and recording of financial transactions

Aclions remaining: Formal documentalion of
policies and procedures.
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Internat Control Items with a Direct Inapact on Financial Reporting - CAFR Preparation

Exhibit A

Estimated
Remediation Date Completion
N::\::er Description of Fioding Source ﬁz:l":g‘::z::i: Remedial Actions taken by Managenient 1] gz::;:;:; Mn];:;zriz;t i Tested by Internal Audit?
{2} Remediation
Not Complete
The interest allocation process should receive Mayor's 8/24/06 Yoes Per the 10/30/06 Mayoral Krol) Siatus report: Oct-06 NA No
sufficient management review, Respanse to Conplete {interal control operating cffectiveness
Remedial to be tested by March 31, 2007). A formal
Recommendations documented process has beers completed.
Found in the Kroll Documentation inclodes an intemal control matrix,
Report process flow, process narrative and identification
of significant control activities. Additionally,
2 The City docs not review the preliminary interest |A&C intemal remediation decumentation gonlains a background
allocation prior to execution. Control Report discussion, actions taken for remcdiation, design
effectiveness asscssment, operaling effectiveness
The interest alocation process did not go through 2003 KPMG assessment and pracess improvement
msnagement review and, consequently, errors Repost recomimendations.
were found in the allocation.
The City sust develop an improved cash Mayor's §724/06 Yes Per the 10/30/06 Mayoral Kroll Status Report: Oct-06 NA No
reconciliation process, which is inore automated, | Response io Complete {intemal control operating effectiveness
documented, and coimplete  The revised process | Remedial to be tested by March 31, 2007). A formal
must support accuracy, timely completion, and Recommendations docuinented process has been completed.
improved case of review. Found in the Kroll Documentation includes an tnigmal conirol matrix,
Report process flow., process narrative and identification
of significant control aclivities.
24

Additionally, remediation docuinentation contains
a background discussion, actions taken for
remudiation, design effectivencss assessiment,
operating effectiveness assessment and process
improvement recommendations.
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Internal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation

Exhibit A

Estimated
Remediation Date Completion
Nll!lr:’:cr ! Deseription of Floding Sourer ;i::;‘:::::; Remedinl Aetlons takeo by Mapagemeut | 1] ;2:;:—;:;:; Ma]::;‘;rl:;;l it Tested by Interpal Audi(?
12} Remediation
Not Complcte
The City should develop and implemient 2 imely  |Mayor's 8/24/06 Yes Per the 10/30/06 Mayoral Kroll Status Report: Oet-06 NA No
and less cumbersome bank reconciliation process [Response (o Complete (internal control operating effectiveness
to clearly reconcile bank and the gencral ledger | Remedial 1o be tested by March 31, 2007). A formal
balances. The improved process should facilitate  |Recommendalions documented process has been completed.
timely completion, case of review, cosrestion of  {Found in the Kroll Documentation inchudes an internal conirol matrix,
crrors, and enhance communpicstion between the | Report process flow, process nasrative and identification
Comptroller’s and Treasurer’s staff, of significant control activities,
The Cily experiences difficulty in d‘elcrmmmg the Additionally, remediation documentation contains
general ledger cash balance even with a . ) .
P A&C Internal a background discussion, actions taken for
reconciliation pesformed. o . )
Control Repost remediation, design effectiveness assessmont,
The monihly Cash Recongiliations carry operaling effectiveness assessment and process
outstanding items for several months. Bank improvement recommendations.
reconciliations are not performed timely.
25 Although the City performed a three way

reconciliation between the bank, the gencral
ledger, and the Trazsurr, the peneral ledper
balance was difficult to determine,

Only 33% of the accounts tested wene completed
in a timely manmer as defined 10 be 45 days by the
City Treasurer's performance measures.

Reconcihing items remained outstanding for
several months due 10 lack o communication
between the A&C's and the Treasurer’s Offices,
and because reconciliations were not prepared in a
timely manner.

2003 KPMG
Report
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lnternal Control Items with a Direct Impact on Financial Reporting - CAFR Prepara tion

Exhiblt A

Estimated
Remediation Date Completion
Item .. . Camplete per . Reported as Date per =
1 Audii?
Niinbes Description of Fioding Source Mansgement? Remedlal Actions taken by Management |1 Remediated | Management if Tested by Internal Au
121 Remediation
Not Complete
The City purchased a new metering system in the |A&C Intenal Yes Per MWWD stafT, this finding was a result of Ocl-07 NA No
current year that was vnable lo track the solids Control Report inadequate testing and validation prior to the

within the sewer Now accurately resulling in the
City basing their allocation of current year costs to
Participating Agencies on prior year readings.

installation of & new system. MWWD contracted
with Geotivily for installation and maintenance off
Mow melers. However, Geolivity's inelers did nol
present reliable Now volume data which resulied in
FY(04 cost allocation (to Participaling agencies)
being based on FYQ3 flow voluine data.

To rectify the situation, MWWD issued an RFP for
Flow Monitoring and ADS Environmental Services|
was sclecled. ADS™ meters have been presenting
reliable data and current cost allocations are based
on current year [low volumes.

ln addition, as part of MWWD’s IT Governance
Process, an IT Securily Policy was pul into effect
reguiring standards for implementing new
technology systems. Included in this policy is the
requirement of full testing of a new system prior to
implementation.
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Internal Control Items with a Direct Impact on Financial Reporting - CAFR Prepa ration

Exhibit A

Estimated
Remediation Date Completion
ftem Description of Finding Source Complete per Reniedial Actions taken by Management |1] Reported as Date per Tested by Internal Audit?
Number Management? Remediated | Management if
12] Remediation
Not Comgplete
An analysis of Transnet capital projects fund A&C Intemnal Yes 2 Significant control activities identified in Oct-07 NA No
revealed grant receipls which fiad not been Conirol Report documenting process flow: The Accountant
deferved in FY2002. The resulting adjustinent was roconciles Schedulod Project Payment Summary
a decrease to Governinental net assels of $1.540. Report fromn SANDAG to the general ledger
Lack of detective controls, such as analylical revenue accounts on an annual basis and
27 reviews or periodic reviews of G/L accounts, to Accountant reconciles Scheduled Project Payment

deteet misclassifications. Inadeguate management
supervision,

Summary Report fram SANDAG 10 the general
ledger sevenug accounts and appropriation ledger
for deferred revenue recognition.
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Internal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation

Exhibit A

Estimated
Remediation Date Comptletion
N::r;er Description of Finding Sourecc gzr::;;ieie‘; Remedial Actions teken by Managemend {1 g:‘f:gfi:g Mat::;i:;;: i Tested by Internal Audit?
2} Remuediation
Not Complete
The City should incicase the length of the 1k Mavor's 8/24/06 Yes Substantrally complete. To remediate this {tem, Oct-07 NA No
periad and cstablish a procedure to review all Response to management did not find it necessary (o increase
dishursements made subsequent to year ond in Remedial the length of tie 1 3th period. The *{3th period”
excess of a pre-determined threshold. This will Recominendations covers the tast four weeks of the fiscal year and ig
assist in properly capturing significant accruals [ Found in the Kroll ypicaily kept open to capture year-end
within the correct fiscal vear, Report transactions that are to be accrued to that fiscal
year but arc not reported until sometime afler June
Year end accruals are understated for accounts 36th. Typically the 13th period is kept open until
payable as a result of (he books being closed early.| A&C Internal August 15, Management believes this Krotl item
Controf Report has been suceessfully remediated by developing a
We noted that to record the accounts payable new procedure 1o review all disbursements made
accruals as of year end, the City kept a pamallel subsoquent to year end n excess of a
28 period open from July 1, 2003 to Avgust 15, 2083.12003 KPMG predetermined Mhreshold over a reasonable time
During the paralicl peviod. for all disbursements | Report period,

greater than $100.000 that related 1o fiscal year
2003, the Caty accrued the expenditure at year end,
All disbursements made subsequent {o August 15,
2003 were recovded in FY2004. cegardless of
whichi year the serviges were reccived.
Additionally, errors were noted related to uiility
bills which were being recorded an the cash basis.
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laternal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation

Exhibit A

Estimated
Reniediation Date Completion
N'I}J’r::‘er Description of Finding Source ﬂ(i::;ng:L:eT;; Remedial Actlons taken by Management [1] 2::’:;:::':; Ma[:::::::“ i Tested by Internal Audit?
12) Remedlation
Not Complete

The Redevelopment Authority should develop Mayor’s 8/24/06 Yes Substantially complete. The Redevelopiment Oct-07 NA No
necessary processes to obtain relevant information | Response 1o Ageney project areas arc admimistered by the
from the management companics. I must obtain | Remedial Redevelopment Division of the City, Centee City
data relaied to the purchasc or sale of property and | Recommendations Development Carporation and the Soulheasiern
the borowing or repayment of debt in a timely Found in the Kroll Economic Devclopment Corporation. The
manner lo accurately report assets and liabilitics. | Repost financial reporting aclivities of these groups are

consolidated and reporied within the City of San
Current Assels control weaknesses: Inadequalc Diego’s Conpreliensive Annual Financial Report
level of s1afY reviewing Distribution Devcloper (CAFR) as the Redevelopment Agency.
Agrecinents (DDA) resulling in cvents requiring | A&C Intemal
accounting treatment were overlooked, over Control Repon Intemal eontrol documentation was devetoped 1o
reliance on Agency administrators 1o keep ensure (hat all relevant accounting information for
accurale records, inadequate lines of the Redevelopment Agency is received by the
communicalion, therefore, when events occur in Auditor & Complroller's Office. Tis includes
nne scetion or deparument, they do not flow to the obuaining timely financial information related 1o

29 A&C’s office in a (imely manner, and no analytical the purchase or sale of property and (he borrowing

procedwes performed to expose inappropriale
account balances.

Althougls the managcement companies (SEDC and
CCDC) vsually properly record land-held-for-
resale Lransactions as they oceur in their internal
records, they did not communicate information
relating 1o sales of land or transfers of land (0
capilal assels to the RDA in 2 limely fashion.

2004 MGO Report

or repayment of debl.

Exhibit A Page 19 of 39



Interoal Control Items with a Direct Impact on Financial Reporting - CAFR Prepar ation
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Estimated
Remedintion Date Completion
N‘I‘l:)?cr Deseription of Flnding Source ﬁz::’;::i;c‘: Remedial Actlons taken by Management | {] 2:};:::::(:; Ma?:;:)z;! if Tested by Internal Audit?
12} Remediation
Mot Complete
Development of an asset inventory 1o create Mayor's 8/24/06 Yes An asset snventory hias been completed for all asset|  MNov-07 NA No
current inventories of essential infrastruciure Response © classes. Currentfy, the fovel of granularity differs
assets (¢.g., Chiller Plants, Boilers, Pumps, High | Remedial berween asset classes, and work will continue to
Voliage Swilch Gear). Recommendations dofing and establish standard levels for all asse
36 Found in the Kroll classes,
Report
High tumover of fund accountants and desk A&C Intemal Yes In conjunction with the Business Office, identified Dec-07 NA No
responsibilities leads to misapplication of Conirol Report surategics and goals 1o hire and retain qualified
3 accounting, accounianis.
The City should report as pant of its annual CAFR [Mayor's 3/24/06 | Under Review | None NA Tobe No
stalTs best estimate of material payments it will be|Response to determined
required 16 make for each of the next five years Remedial Actions remaining: Review of GAAP
and in agpregate thereafter, a8 a resubt of Recommendations requirements, Development of policies and
contractual commitments or olher commitments | Found in the Kroll documentation of departmentat procedures.
the City reasonably intends (o il This Repor
includes expected pension payments, retirce health
12 premivm payments, capilal expenditures resulling

form contractual commitments; material
contractual commiiments in cxeess of one year:
deferred maintenance to extent qualified; and debi
and fease abligations,
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Exhibit A

Estimisted
Remediation Date Completion
N:::w Deseription of Finding Source &Z:’:g’z::cp:;; Remnedial Actions taken by Management | izfe::;:; Mslr?:;ir':li;( i Tested by Internal Audit?
12} Remediation
Not Complete
Inadequate review, as such one accountant has A&C Internal In Process |1, Establishment of a dedicated CAFR team NA To be No
sole control ever interpreting complex financial  |Conirol Report 2. Hiring of a Director of Financial Reporting determined
agreements and over setting up Tunds o accaunt 3. Increase in tmining for members of CAFR team
for these agreements. An analysis of transactions 4. Establishment of the Disclosure Practices
of the PETCO Park Ballpark project identified an Working Group (DPWG)
overstatement of project contributions. This was 5. Establishinent of the Audit Commiltee
the result of emroneously recording the Padres’ 6. Increased review of infornation contained in
13 investment asscls towards the project as Cily CAFR

assels. The resulting adjusiment was a decreasc lo 7. Improved processes for recognition and
Governmental net assets of $48,648. recording of financial transactions

Actions remaining: Formal documentation of

polivies and procedures,
Current Liabibtics controf weaknesses, A&C Imernal fn Process | . Establishment of a dedicated CAFR team NA To be No
specifically: Appropriate supervisory review of  [Control Report 2. Hiring of a Director of Financial Reporting determined
retirement calculation does not exist and heavy 3. Increase in training for members of CAFR team
reliance on external consultants (NPO). 4. Establisbment of the Disclasure Practices

Working Group (DPWG)

5. Establishment of the Audit Cominitiee

6. Increased review of information contained in

14 CAFR

7. improved processes for vecognition and
recording of financial ransactions

Actions remaining: Formual documentation of
policies and procedures.
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Internal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation

Exhibit A

Estimated
Remediation Date Completion
anllnel‘t))‘er Deseription of Finding Seurce flz;nap;::;‘i; Remedial Actions taken by Managemoent |} gzi?;;;\:‘:j Ma[r?:;z;i‘;( i Tested by Internal Audit?
121 Remediation
Nat Complete
Several journal entries lacked adequale approval. | A&C Intcrnal In Process | 1. Change to journal eniry process implemented NA To be No
Contro} Report 2. Process flow, process narralive, and determined
identification of significant control activities
docwmented
13 3. Procedures have been drafted
Actlions remaining: Approval of drafl procedures,
The CAFR preparstion process ensures the City is | Mayor's 8/24/06 In Process | |, Ectablishinent of a dedicated CAFR team NA To be No
responsible {or preparing all financial statements | Response to 2. Hiring of a Director of Financial Reponting determined
and footnotes in accordance with generally Remedial 3. Increase in training for members of CAFR team
aceepled accaunting policies. Recommendations 4. Establishment of the Disclosure Practices
Found in the Kroll Working Group (DPWG)
Report $. Establishment of the Audit Commitiee
6. Increased veview of information contained in
34 CAFR

7. Improved processes for recognition and
recording of financial iransactions

Actions remaining; Formal documentation of
policies and procedures,
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Exbhibit A

Estimated
Remedlation Date Completion
Nll: :,’:er Dezcription of Finding Source f\(‘:‘[::‘ﬁpgl::cl:;; Remedlal Actions taken by Mavagement | (] ::ﬁ:::f:r:; Mn'::;:l:;l i Tested by Internal Audi(?
(2] Remediation
Not Complete
The Mayor and CFO should annually include in - |Mayor's 8/24/06 In Process  |Included with the FY03 and FY04 CAFRs. NA To be No
the City's CAFR a signed management repori on - |Response to deterrmned
the financial statements and disclosures which Remedial Actions remaining: Pending DPWG discussion.
include a statement of the City’s responsibility for |Recommendations
ustablishing and maintaining an effective system  |Found in the Kroll
ol interna) contro) over financial reporting and Report
disclosures; a statement setling forth the City's
assessinent of the effectiveness of the intemal
conbrols: a statement that based on their
17 knowledge, the CAFR does nol contain any unirue
statement of a material fact or omil (o stale a
malerial fact necessary to make the CAFR not
misleading; and a statement that the financial
statemenl and other infonmation included in the
CAFR fairly present in all material respects the nel
assets and activities of (he City for the penod
presented.
The chiel excculive officer and principal Mayor's 8/24/06 In Process  |Included in the FY0S RDA siand-alone statement. NA To be No
accounting officer of each coinponent unit of the | Response (o determined
City should include annually with its stand alone | Remedial Referred to SDCERS for implemientation.
financial statements a signed management report | Recommendations
38 substantially in the form descnibed for the Mayor  |Found in the Kroll Actions remaining: SDCERS will implement with

and CFO.

Repon

the FY06 CAFR, originally anticipated in October
2007.
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Internal Cootrol Items with a Direct Impact on Financial Reporting - CAFR Preparation

Exkibit A

Estimated
Remediation Date Completion
Nx‘xf::er Description of Finding Source ;2:‘:;::::::2 Remedial Actions taken by Management |1] :z:c:iexi:; Ma::;ii;: i Tested by Internal Audit?
12] Remediation
Not Complete
Subsidiary ledgers and supporting detail for the  |Mayor's §/24/06 In Process | 1. Establishment of a dedicated CAFR tcam NA Tobe No
City's various types of accounts receivablc are not |Response fo 2. Hiring of a Director of Financial Reporting delermined
reconciled 10 e gencral ledger. Therefore, the  |Remedial 3. Increase in teaining for members of CAFR team
Chy shoukd reconcile all accounts reeeivable Recommendations 4, Increased review of information contained in
subsidiary ledgers and supporting detail lstings to [Found in the Kroll CAFR
the general Jedger oo a regular basis. Reconciling | Report 5. Improved processes for recognition and
ttemx should be identified and resolved in a thuely recording of (inancial ransactions
manner, 6. Hiring of project manager to facilitate
development of policies and documentation of
Accounts receivable is nol reconciled to accounts | A&C Internal departmental procedures demonstraling internal
39 receivable subsidiary Jedgers on an annuael basis. | Control Report conirol over {inancial assels, financial reporting,
and recording of financial transactions
Subsidiary ledgers and supponting detail listings
for the City's various types of accounts receivables| 2003 KPMG Actions renaining: Formal documentation of
are not reconciled o the general ledger. Report policies and procedurcs.
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Exbibit A

Estimated
Remediation Date Comipletion
N:J(r:l':cr Description of Finding Source ;:2‘:;2:&‘:; Remedial Actions taken by Management |1] ﬁzﬁf&;m:j Mnﬁ:;i:lec;r ir Tested by Internal Audit?
121 Remediation
Not Complete
Estimated year end amounts are nol properly Mayor's 8/24/06 In Process  |1. Establishiment of a dedicated CAFR team NA To be No
analyzed and supported. Therefore, the City Response o 2. Hiring of 8 Director of Financial Reporting determined
should properly caleulate and support yeac end Remedial 3. Increase in training for members of CAFR tcam
estimates, Recommendations 4. Increased revicw of information contained in
Found in the Kroll CAFR
Report 5. Improved processes for recognition and
recording of financial transactions
6. Hiring of project manager to facilitate
40 development of policies and docuomentation of

deparunental procedures demonsurating jniernal
control over financial assets, financial reporting.
and recording of financial transaclions

Actions remaining: Forma! documentation of
policies and proccdures,
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Exhibit A

Estimated
Remediation Date Completion
N\ljtrfleer Description of Finding Souree ;iir::;:&i; Remedial Actions taken by Management |1} 2223;:?;:; Ma!::;:ri::t I Tesied by Internsl Audit?
2] Remediation
Not Complete
Estimated year end accroals are not properly 2003 KPMG In Process |1, Establishment of a dedicated CAFR team NA To be No
analyzed and supported (AR). Report 2. Hiring of a Director of Financial Reporting determined
3. Increase in trzining for members of CAFR tcam
4. Increased review of information containad in
CAFR
S. Improved processes for recognition and
recording of financial transactions
6. Hiring of project manager (o facilitate
4 development of policies and documentation of

departmental procedures demonsiraling intemal
control over financial assels. financial reporting,
and recording of financial Iransactions

Actions renvaining: Formal documentation of
policics and procedures.
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Exhibit A

Estimated
Remediation Date Completion
Ni‘[ﬁ:er Deseription of Finding Source flzt:apé::;i; Remedial Actions faken by Management |1 i:}::;:(:; Mal\z::*,;i;t i Tested by Internal Audit?
121 Remediation
Not Complefe
The City does not perform a struciured, Mayor's 8/24/06 in Process | 1. Establishmen of a dedicated CAFR team Na To be No
mathodical analysis to evalusie the adequacy of  |Response to 2. Hising of 3 Director of Financial Reporting determined
the allowance for uncollectible accounis Remedial 3. Increase in training for members of CAFR team
receivable. Therefore. the City should analyze Recommendations 4. Increased review of information contained in
cach account receivable category to enswre that theFound in the Krol CAFR
allowance for uncollectible accounis recorded in - |Repon 3. haprovod processes for recognition and
the general ledger is appropriate. The analysis recording of financial transactions
should include documentation supporning 6. Hiring of project manager 1o facilitate
4 management’s assumptions, development of policies and documentation of

departrmental procedures Jemonsirating intlemal
controf over financial assets, linancial reporting.
and recording of financial ransactions

Actions remaining: Formal documentalion of
policics and procedurcs.
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Estimated
Remcdiation Date Completion
N:::" Description of Finding Source g:;pgl:::;g Remedial Actlons taken by Management |1] ﬁzr:e';f:t:j Mal::;::-:::u it Tested by Internal Audit?
12] Remediation
Not Complete
The City did not have an established methodology (2004 MGO Report|  In Process  |I. Establishment of a dedicated CAFR team NA To be No
for determining allowances for a significant 2. Hiring of a Direclor of Financia) Reporting delermined
portion of its governmental fund accounls 3. Increase in training for members of CAFR team
receivable balances despite e fact thal a sizeable 4. Increased review of information contained in
percentage of these were over one yearold. An CAFR
adjusiment was however proposed ducing the audil 5. Improved processes for recognition and
1o reduce receivable balances to their eslimated nel recording of Nnancial transactions
recoverable value. 6. Hiring of project manager 10 facililate
development of policics and documentation of
43 deparimenlal procedures demonstrating internal

control over financial assets, financial reporting.
and recording of financial transactions

Actions remaining: Formal documentation of
policies and procedures.
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Exbibit A

Estimated
Remediation Diate Completion
N:’;’g‘cr Description of Finding Source g:’::g‘:;jxi Remeitial Actions taken by Management [1] ':zzf:s:ad‘:j Mng:;ii:“ " Tested by Internal Audit?
{2} Remediation
Not Complete
There is no formal analysis performed to 2003 KPMG In Process | 1. Establishment of a dedicated CAFR tcam NA To be No
determine the adequacy of the allowance for Report 2. Hiring of a Director of Financial Reporting determined
uncollectible accounts. 3. Increase in training for members of CAFR team
4. Increagsed review of information contained in
CAFR
5. lmproved processes for recognition and
recording of financial transactions
6. Hiring of project manager to fucilitate
44 development of policies and documentation of

departmental procedures demonstrating internal
control over {inancial assets, financial reporting,
and recording of financial transactions

Actions remaining: Formal documentation of
policies and procedures.
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Estimated
Remediation Date Completion
Nllxt:l?er Description of FindIng Source ﬁ:::';:;‘i; Remedial Actions taken by Management | ] ﬁzf;c:::t:; Mnf\j:;z:‘:;t If Tested by Tnternal Audit?
12) Hemediation
Not Complete
The Ciry lacks justificalion of certain estimates, |A&C Intemal In Process | 1. Eslablishment ol a dedicaled CAFR Lcam NA Ta be No
The City shoukl develop a process to re-cvaluate  |Control Report 2. Hiring of a Director of Financial Reporting delermined
its estimales such as allowances and assumptions 3. Increase in taaining for inembers of CAFR team
(e.g. the availability period for revenue 4, Increased review of infonmation contained in
recognition) on a limely and periodic basis. This CAFR
will validate the relevance of such policics with 5. inproved processes for recognition and
the City ‘s current operations. recording of financial transactions
6. Hiring of project manager 10 facilitate
45 development of policies and documentation of
departmental procedures demonstrating internal
conlrol over financial assets, financial reporting,
and recarding af linancial transaclions
Actions remaining: Formal documentation ol
policies and procedures.
Estimaled year end water and waslewater accruals |Mavor's 8/24/06 In Process |Corrected in fiscal year 2003, 2004 and 2005 NA To be No
for carmned but unbilled (EBUB) revenue are not | Response ta CAFRs. determined
properly calculated. The basis of the EBUB Renedial
accrual calculation uses currenl year billed Recommendations 1. Process eslablished (o properly calculate
amounts, However, a portion of these billed Found in the Kroll estimate for eamed but unbilled waler and
amounts are subsequently adjusted and credited  |Repont waslewaler revenue
and rebilled {credil and rebills) afler year end. The| 2. The City has invested in 3 new linancial
46 methodology results in an overstatement of Lthe accounting systen (Enterprise Resource Planning
year end EBUB accrual. 2003 KPMG System - ERPY; implementatton of this system will
Reporl resull in overhauling the vast majonily of the City's

accounting praclices

Aclions remaining: Document cwrenl process and
ERP implementation.
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Estimated
Remediation Date Completion
fem Description of Finding Source Complete per | 5 alal Actions taken by Management |1 | [ePoried as)  Date per Tested by Internal Audit?
Number Management? ’ Remedinted | Management if
12] Remediation
Not Complete
Unbilled revenue only includes a portion of the A&C Intemal In Proccss | Corrected in fiscal year 2003, 2004 and 2005 NA To be No
adjustments for credits and rebills. Control Report CAFRs. determined
1. Process established (o properly calculate
estimale for camed bt unbilled water and
waslewaler revenuc
2. The City has invested in a new financial
47 accounting sysiem (Enterprise Resource Planning
Systemn - ERP). implementation of this systen will
result in overhauling the vast majority of the City's
accounting practices
Actions romaining: Docwnent current process and
ERP impiementation.
A number of deficiencies in the internal controls  {Mayor's 8/24/06 In Process |1. Establishment of a dedicated CAFR team NA Tobe No
related (o accounting for accounts receivable were | Response to 2. Hiting of a Dircctor of Financial Reporting determined
identified. The City should develop and Ramnedial 3. Increase in training for manbers of CAFR team
implement policics and procedures to reconcile. | Recommendalions 4, Incressed review of inforation comamad in
suppori, and review penod end accounts Found in the Kroll CAFR
receivable balances. Report 5. hmplementation of increased review of requived
reconciliations
6. Hiring of project manager 1o facilitate
u8 development of policies and documentation of

deparimental procedures demonsirating inlernal
control over financial assets, financial reporiing,
and recording of financial iransactions

Actions remaining: Formal documentation of
policies and procedures.
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Exhibit A

Estimated
Remediation Date Completion
Ni‘;’;‘ﬂ Description of Finding Source f!::?;::;’i; Remedial Actions taken by Managenient | §] 22?:‘::::::‘: Mal::;:li;1 " Tested by internal Audlt?
12] Remediation
Not Complete
Cily Departments should reconcile all accounts Mayor's §/24/06 In Process | 1. Establishment of a dedicated CAFR tcam NA To be No
receivable and deferred revenue accounts (o Response 1o 2. Hiring of a Director of Financial Reporting determined
supponing information at periods ends. Remedial 3. Increase in training for members of CAFR leam
Supervisors should review these reconciliations for| Recommendations 4. Increased review of information contained in
compleleness and accuracy. Found in the Xeoll CAFR
Repost 5. Ymplementation of increased review of required
reconciliations
6. Hiring of project manager to facilitale
49 development of policies and documentation of
departmental procedures demonsirating intemal
control over {inancial assels, financial reporting,
and rceording of financial transactions
Aclions remaining: Formal documentation ol
policies and procedures.
No documented proceduses exisi for the treatment | A&C Interal In Process | |- Dedicaled Tapilal Asscls leam NA To be No
of capital assets, Control Report 2. lmprovements in processes determined
3. Increased training for capital asscl staff
4. Several levels of revicw, then forwarded 1o
50 CATFR 1eawm for additional review

Actions remaining: Formal documentation of
pelicics and procedures.
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Estimated
Remediation Date Completion
Item ) Complete per Reported as Date per I
D ipti “indi S § i . Tested by Internal Audit?
Number escription of Finding Seurce Management? Remedial Actions taken by Management {1] Remediated | Management if y Inte
121 Remediation
Not Complete
Inadequate review and analytical procedures A&C Internal In Process || pedicated Capital Assets team NA To be No
performed. As such, projects remained on the Control Report 2. Improvements in processes determined
"Grant Project Status Report” for years with no 3. Increased training for capital asset staff
activity. 4. Several levels of review, then forwarded to
51 CAFR team for additional review
Actions remaining: Formal documentation of
policies and procedures.
Al city departments are not using FAMIS to A&C Internal in Process  { 1. Dedicated Capital Assets team NA Tobe No
record fixed asset acquisitions and disposals, Control Report 2. Improvements in processes determined
therefore, increasing the possibility of’ 3. Increased training for capital asset staff
misstatcment. 4. Scveral levels of review, then forwarded to
52 CAFR team for additional review
Actions remaining: Formal documentation of
policies and procedures.
Reconciliation of additions/deletions between A&C Internal In Process  |Reconciliation completed in fiscal year 2003, 2004 NA To be No
FAMIS and G/L is not performed. Control Report and 2005 CAFRs. determined
I. Dedicated Capital Assets team
2. lmprovements in processes
53 3. Increased training for capital asset staff

4, Several levels of review, then forwarded to
CAFR team for additional review

Actions remaming: Formal documentation of
policies and procedures.
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Estimated
Renediation Date Completion
Hem Description of Findln Source Complete per Remedial Actions taken by Mana ent J1 Reported as Date per Tested by Internal Audit?
Number P & Management? emedia sia y Managem J Remediated | Management if y ’
’ 12 Remediation
Not Complete
Annual inventories of fixed assels are not A&C Interal In Process | 1. Dedicated Capital Assels 1cam NA Tobe No
performed. LControl Repon 2. Improvements i processes determined
3. Increased training for capital asset staff
4, Several levels of review, tien forwarded o
54 CAFR team for additional review
Actions remaining: Formal documentation of
policies and procedures.
CIP has no specific accounting code and cannot be} A&C lniernal in Process | 1. Dedicated Capilal Assels team NA Tobe No
tracked in FAMIS; the CIP tracking/rec process is | Control Report 2. improvements in processes determined
manually intense and prone to crrors: depreciation 3. Increased vraining for capital assct stalf
on completed CIP projects was done manually and 4. Several levels of review, then forwarded to
33 |separate from other capital projects. CAFR team for additional roview
Actions remaining: Fosmal documentation of
policics and procedures.
Compleled projects arc not capitalized Gmely, A&C Intemal In Process |1, Dedicated Capital Asscls team NA To be No
Control Repont 2, Improvenents in processes determined
3. Increased umining for capital asset stafl’
4. Several levels of review, then forwarded to
56 CAFR team for additional review

Actions remaining: Formal documenlation of
policics and procedures.
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Estimated
Remediation Datc Completion
Ttem Complete per Reported as Date per i
1 | Audit?
Nuiibier Description of Finding Source NManagemiot? Remedlal Actious taken by Management | (] Remediated | Mansgement If Tested by Internal Audi
12| Remediation
Not Complete
Capilal contributions are nol capitalized timely.  |A&C Internal In Process | |. Dedicated Capital Asscls tcam NA To be No
Control Report 2. Improvements in processes determined
3. Increased training for capital assct staff
4. Scveral levels of review. then lorwarded (o
57 CAFR team for additional review
Actions remaining: Formal decumentation ol
policies and procedures.
Impairment analyses of fixed assets are not A&C Intemal In Process | I. Dedicated Capital Assets team NA To be No
performed. Conirol Report 2. Improvements in proccsses detennined
3. Increased training for capital asset sialT’
4. Scveral levels of review. then forwarded 10
58 CAFR 1eam for additional review
Actions remaining: Formal documentation of
policies and procedures.
The City has taken a number of steps to quantify  |Mayor's 8/24/06 In Process | 1. Dedicated capital Assets team NA To be No
the impact and correct its financial statements Response 1o 2. Improveinents in processes determincd
resulling from deficiencies in inlemal controls Remedial 3. Increased training for capital asset stafl
relaled to capilal asset accounting. The City Recomnendations 4. Several levels of revicw, then forwarded to
39 |should continue 10 monitor the internal confrols | Found in the Kroll CAFR team for additional review

over these areas (o ensure that potential errors in
the foture ave detected and correcled in a timely
manner.

Report

Aclions remaining: Formal documentation of
policies and procedures.
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Eslimated
Remedlafion Date Completion
N:‘:r:" Description of Finding Source 'ﬁ::::::::ez:; Remedisl Actions taken by Management |1] Eiﬂ:;;: :; Mal::;::;[ it Tested by Internal Audit?
(2] Remedlatlon
Not Complcte
The City and Departiments should identily routine | Mayor's 8/24/06 In Proccss | 1. Establishment of a dedicated CAFR 1eam NA To be No
accruals, such as utility bills, and ensure they are  [Response 10 2. Hiring of a Director of Financial Reporting determined
properly recorded al year end. Remedial 3. Increase in training for members of CAFR team
Recommendations 4. Increased veview of information contained n
Found in the Kroll CAFR
Repon 5. Improved processes for recognition and
recording ol financial trunsaclions
6. Hiring of project manager to lacilitate
60 devclopment of policies and documentation of
departmental procedures demonstraling intemal
conirol over [inancial assets, financial reporting,
and rccording of financial ransactions
Actions remaining: Formal documentation of
policics and procedures.
Bond issuance costs are not properly accounted | A&C Internal In Process | |. Dedicaled Debt leam NA To be No
for. Inadequate review procedures. Control Repont 2. Increased troining for debt staff determined
3 Additional levels of review beforc forwarding 1o
61 the CAFR 1eain

Actions remaining: Formal documeniation of
policies and procedures.
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Estimated
Remediation Date Completion
N:tlr::lnr Description of Finding Source ;i:::pgl:‘::;i; Remedial Actions taken by Management |1] 2::?;;::::; Mn::;irl:l:lt i Tested by Internal Audit?
12) Remediation
Not Complete
An analysis and reconeiliation of deferred revenue |A&C Intemal In Process | 1. Establishmenl of a dedicaled CAFR (eam NA To be No
accounts idenlified transactions thal were shown  |Conual Report 2. Hiring of a Director of Financial Reporting determined
as dcferred revenues in prior fiscal years but 3. Increase in iraining for members of CAFR 1cam
subsequenlly met the criteria for recognition as 4. Increascd review ol infonnation contained in
revenues. The resulting adjustinent was a decreasel CAFR
in deferred revenue and an increase in 5. Jmplementation of increased review ol required
Governmental net asscls of $40,534 and an recanciliations
increasc in Business-Type net assets of $4,048. 6. Hiring of project manager to facilitate
62 Management override capabilities, which led 1 a development of policies and docuinentation of
lack of professional skepticism, and no departimental proceduves demonsirating internal
documented procedures for analyzing the deferred control over financial asscts, financial reporting,
revenue account. and recording of financial transactions
Actions remaining: Formal documentation of
policies and procedures.
There was a lack ol a formal process for 2003 KPMG In Process | 1. Establishment of a dedicated CAFR tcam NA To be No
management review and evaluation of the Report 2. Hiring of a Director of Financial Reporting determined
compleleness and accuracy of financial stalement 3. Increase in Iraining for members of CAFR 1cam
note disclosures, 4. Establishment of Ihe Disclosure Practices
Warking Group (DPWG)
5. Establishmenl of the Audit Commillee
6. Increased review of information conlained in
43 CAFR

7. linproved processes for recognition and
recording of financial transactions

Actions remaining: Formal documentalion of
policies and procedures.
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|

Estimated
Remediation Date Completion
N:,:TH Description of Fioding Source :Ital:fgl::-:::: Renedial Actions taken by Management |1] ﬁ:‘: :(;:‘:j':; Mag:;z::e;l » Tested by Intermal Audit?
121 Renediation
Not Camplete
A general over reliance on infonnation provided to| A&C Internal In Process  |Within the Control Environment. IT and CAFR NA To be No
the Auditor and Conptrollers ofice had a Control Report Preparation remediation efTorts this item will be determined
pervasive effect on the timeliness and accuracy of addressed accordingly.
64 financial reporting.
The City does nol comimunicale well with relevant | A&C Internal In Process | Documentation of process Now, process narrative NA Apr-08 No
sources when accounting for land held for resale. | Conlrol Report and identification of significant control activilies
related 10t
a. assel acquisilion
b. asset disposition
¢. quarterly and annual processes
d. accounling trcatimenl memos
65 ¢. accounting for notes and loans
{ nel realizable value analysis.
Actions remaining: Development of policies and
docuinentation of departmental procedures and
implementation of documented processes.
Uhe City should develop a procedure, such as Mayor's 8/24/06 No The City has invested in a new financial NA Oct-08 No
using a specific object or index code and Response to accounting systein (Enterprise Resource Planning
preparing a report based on (he code, lo vsc the  |Remedial System - ERP); impleinentation of this system will
accounting system (o directly identi{y information |Recomimendations resull in overhauling the vasi majority of the City’s
66 related to CIP in an automaled manner. Found in the Kroll accoumling practices.

Report

Aclions remaining: ERP implementalion.
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Estimated
Remediation Date Completlon
N:‘;’:ﬁ Description of Finding Source ;’l::‘apgl:::::(; Remedial Actlons taken by Management |1} gipmoc:r::; Mnl::;:::nrn i Tested by Internal Audit?
12} Remediatlop
Not Complete
City schedutes requested by the external auditors | Mayor's 8/24/06 No Nonc NA Commencing No
should be prepared and intemally reviewed before | Response 1o with the FY08
the auditors begin work. As part of a sound Remedial Actions remaining: Development of policies and CAFR
financial reporting system, the City should prepare| Recommendations documentation of departmental procedures,
supporting schedules and detail for all imajor Found in the Krolf
67 accounts and transactions during the monthly Report
closing process.
Requesied audit schedules were not prepared A&C Intemnatl
timely. Control Report

Footinotes:

{1} Per information provided to Intemal Audit by Management Staff and infonmation provided via (he Mayoral Kroll Status vpdates.
{2) "Date Reported” refers to the date the finding was reported as remediated via: | ) Memos from Management, 2) Mayoral Kroll Statos Reports, 3)
Status Reponts to Internal Audit from Process Owners, 4) Independent Auditor's Reports and 5) Repon from John Dyer, Mayorat Consultant, (o Intemal

Audit.

[3]1 Error resulted in a restatement in Ure CAFR. To address underlying internal conlrol weakness, sce reccommendation number | on page 9 of the 2008

Annual Report on Intemal Conirols.

Exhibit A Page 39 of 39




