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_ CAFR Preparation Internal Control hems witb a Impact on Financial 

I1:slil1U1led 

RemediatiQn Date Complellon 
Hem 

Number 
D~scrlpllon of Finding Source 

Complete per 
Management? 

Remedial Acrlons taken by MAI111gemenl III 
Reponed liS 

Remcdiated 
Date pcr 

ManQgemcnl if 
Tested by Inll'l"nal Audll? 

121 Rcmeclillllon 
Not Complete 

Yes· Randomly selected and lested 50 

enlry prcpar:llion Mel approval process. 
NA!ptroller should review and llSSC$5 tllc Mayor's 8124/06 SubSlaJ1lially complete, 11le Complrollcr rcVi<:'w'oo Oet-07Yes 

jOllrnal entries 10 VL-nfy thaI the duties of 

11u: duties and approving ofjournal 
Respons.elo and assessed the journal C'Illl)' prcparal ion and 

preparing and approving jOllroa.l entries was approval process for AMR1SRemedial .'" 
appropriately segregated. Journal entry 

CQmpU"Oller should assign ultimate responsibility 
entries must be appropriately segregated. 111e Managemcnt R~ource Infonnallon System}. Rcconunendations 

approval process was documented and 
for journal entry review and approval to an 

AMRIS is lite City's "n,;"",,,,·,t accounting! fo~nd in Ihe Kroll 
provid<Xl (0 the Interim lDlemal Auditor 011 

individual wjlhin the Comptroller's Office 111(: 
Report gener'dlledger system. As part oflhis assessment. 

4J27/07. Interim Internal Auditor provided internal control documentation was prepared Ihal 
feedback 011 5/1/07 and f-.lback WlIS 

approval process as pan of Ih<ll oflice's review of 
Auditor Gencral should anal)'7.e the jownal entry includ~ a proccss narrative, process flow and t 

incorporated into procC$$. TIlls item has been 
City operations. 

internal control matrix, Additionally, Illc Interim 
accepted by Internal Audit as R'1l1ediated, 

documentation and provided feedback Ihal was 
ineorpornlcd in the dOCUJlIenlaliOI!. 

Internal Auditor anal)'7.ed thc journal cnll)' process 
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Exhibit AInternal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation 

hem 
Number 

Descriprion of Pinding Source 

RemedlalioD 

Complele per 
Managcmenl? 

Remedial Actions laken by Managemcnl I II 

DRle 

Reported as 

Remedlnled 

121 

Eslimalcd 
Complerion 

Dale per 

Managemcill if 
Remcdiatlon 

Nol CampiI'll' 

Tested by Inlel"11al Audll? 

2 

There was incorrecl classificalion and pres~'1'lIalion 

ofv~riou s funds wilh;n the CAFR. nlis included 

incorrectly reponing San Diego Dau Processing 

Corporation as an enterp,;se fund. San Diego 

Medical Services EnteIprises as a discretely 

presented component unit rather lhan a join1 

venture. \he Cily's 40 I K Plan as an agency fund. 

and City n.::sourcc:s set aside for repayment of tax 
anticipalion nOles as an agency fund . 

Addit ionally. Ihe C ily incOm.'Ctly Ol11illeU an 
invCSlnlCnl trusl fund rcprc:scnting cash owned and 

intcrC'l I earned by legally separate cntilies wililin 

the City Treasurer's investment pool and 

incorrcclly reported Ihe Ccntre City Development 

Corporation's delinw contribulion plan assclS os a 

fiduciary fund cven through such assets WcYC not 

held by 1J1l~ Cily in a lrustee or agency capacity. 

200) KPMG 

Report 
Yes [31 COlTeCted in Ihc fiscal year 200) CAFR. 

I. Establishment of a dedicaled CAFR tc::lm 
2. Hiring of a Director of Financial Reporting 

) . Increase in training for members ofCAFR tcam 

4. EsLabl\shl1lCf1\ of Ihc Disclosure Practices 

Working Group (OPWG) 

5. E~lablishmcot of ule Audit Commillcc 

6. Increased review of informal ion conuincd in 

CAFR 

7, Improvcd processes for l'l:Cognilion and 

recording of financiallransaelions 

Actions remaining: fomlal dOCWlIcolation of 
poljeic~ and procedures. 

Dec-O? NA Yes - Verified thallhc Cf"l'Or was correcled via 

Ihe R"" tlllcmenlS in the fiscal year 200) 
CAFR, TIlis item has b~'1) aceepled by 

Internal Audit as rcmediated; however. we 

rt.'COlOmend Ihal prior 10 Ihe fornlal 

documenulion of policies and procedures by 

Comptroller stall IJlis om-or be reviewed 10 

ensure adequate proccclures arc in place 10 

reduce the ri sk of Ihe same error occurring in 

(he fUlure . 
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Exhibit A
Internal Controlltems witb a Direct Impact on Financial Reporting - CAFR Preparation 

Estimated 
Remediation Date Completion 

hem 
Number 

Description of finding Sourc~ 
Complete pcr 
Management? 

Remedial Actions laken l:Iy Management III 
Reported as 

Remcdialed 
Dale pcr 

M31lagemcnt if 
Tested by Internal Audit? 

121 Remediation 
No! Complelc 

Enun; al component units (1~3I1y separate entilies 2003 KPMG Yesl31 Corrected ill the fiscal year 200) CAFR. Dec-07 NA Yes· Verified !hatlhe errOf' was corrected via 
Ihal are included in the City'S CAFR) were Report Ine Restatemcnls in (he fiscal year 2003 

rcpC<ltcd ill Ihe City'S CAFR. For example. errors I Esmblishmerlt or a dedicated CAFR learn CAFR. 111is ilL'1n has been accepted by 
in tJ1C reed vable for purchased service credits and 2. Hiring of a Director or Financial Reportiog Inlernal Audit as remediatcd: howcver, we 
the liability fOT DROP obligations (San Diego City 3.1ncrcasc in training for members ofCAFR tcam recommend that prior to toe formal 
Employees' RctirclllC11( System) and in recording 4. Establishment or Ihe Disclosure Practices documentation or pol ides and procedures by 
an incCIltive payment recei ved on a food and Working Group (DPWG) Comp!roller ~l1lff. Ihis error be reviewed to 
beverage contract (San Diego COJlvention Center S. Establishment oHlle Audit Committee enSUre adequate procedures are in place !O 

3 Corporation) occurred with in those enlities and 6. Increased revicw of in formalion contained in reduce the risk of the same error occumng in 
were 110t de!ecled prior 10 being included in Ihe CAFR !he ru!ure. 
City'S CAFR. 7" rmproved proCl'SSCS for recognil ion and 

recording of financial transactions 

Actions reillaining: Formal dOcUinenlalion of 
policies and procedures. 
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Exhibit A Internal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation 

Estimated 
RcmedilHI(II) Date Completion 

Item 

Number 
D('Scriplion of Finding Source 

Complete per 
Manag~mcl1t? 

Remedial Actio liS taken by Mlillagemcilt 11\ 
Reported as 
Remed.lated 

Date per 

Management if 
Tested by Il1tcrllal Audit? 

121 Remediation 
Not Complete 

Yes - Veri fied (ha! the error was com:ctoo via 
transactiuns when identifying the appropriate 
TIle City must wllsiJel' thc substance of Mayo,'s 8/24/06 Correcled in the iiscH I year 2003 CAFR. Dec-07 NAYes [3J 

lhe Restalemeols io Ille fiscal year 2003 

aCCOUnl ing (rc:allnenL For ex.. paying retiree 
Response to 

CAFR. TIlis item has been accepted by 
heJlllh bct1efits from pension plal1 assets wilhdrew 

I. Establishment of 3 dediC<llcd CA FR teamRemedial 
Internal Audit as rcrucdiated: however, we 

money from the pension plan. TIlese amounts 
Recommendations 2. Hiring ofa Director of Financial Reponing 

recommend liIat prior to the forJl]a I 
wen; not renccted 35 expenses in the City's CAFR. 

Found in the Kroll 3. Incrcose in training for members of CAfR team 
documentation of policies and procedure; by 

Working Group (DPWG) 
Report <I. Establ ishmenl of the DiSl;losure Practices 

Comptroller ~1.a rr. til is error be reviewed 10 

1lle City has a mechanism [0 set aside a portion or ensure adequate procedures are in place to 
pension plan assets as "surplus eamings." also 

5. Establishmem oflhe Audit Committee 
reduce (lic risk of the same emJr occwTing in 

known as excess ,nvesuncnt earnings. TIle 
6. Increased review of information contained in 

the fuillre. 

"surplus earnings" were used to fund a variety of 
CAfR 
7. Improved processes for recognition and 

additional benefits for employees. such as retiree recording of financial transactions 
health benefits. or 10 "fund" employee orrse! 
payments. However, the City did not consider Actions remaining: formal documentation of 
these acti vities when calculating pemion expense 2003 KPMG policies and procedures. 
in ilS financial statements. Correcting for Report 
additional benefits and olher pension accouoting 
issues resulted in increasing llle June 30. 2002 net 
pension ubligillion in the City's government-wide 
financial statements by $90.4 million. 
Add itionally. CCl1a;n benefits. i.e. Corbell. were 
no! included in tile actuarial accrued liability 
disclosure as tlley WCI"t~ inappropriately defined as 
being "contingent." 

I'----
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Exhibit A Internal Control Items with a Direct Impact on Financial Reporting CAFR Preparation 

Eslimaied 
Rcml."dlalion Dale Cf>mpl~tion 

Item 
Number 

Descriplion of Finding Source 
Complete per 
Mansgement? 

Remedial Actions Inken by Managemenl III Reporled as 
Rt'mooialed 

Dale per 
Mlmag(;mcnl if 

TI!SIN by Inlcrrlal Audit? 

12) Reml.'dlallon 
NOI Complete 

The Cily incorrcclly included invC!'!mcnl~ as pall 2003 KPMG Yes (3) Olrro.:led ill the fiscal year 2003 CAI7R, Dec-OJ NA Yes - Verified thaI the error was corrected via 
of cash and cash equivalents within (he Statement Report Ihe Rc:;tatements in the fiSC<lI yc;;r 2003 
of Cash Flows. I, Establi~lllncnl or a dedicaled CAfR IC'lIm CAFR. TIlis item has been accepted by 

2, Hiring of a Director of Financial D, 'Q !.ntcmal Audit as remediated: however. we 
3, Increase in lraining for members ofCAFR leam recommend tbal prior to !he (onnal 
4, Establishment of the Disclosure Practices documental ion of polici¢; and procedures by 
Working Group (OPWG) Comptroller SlalT. this error be reviewed to 

5 
5, Establishment of the Aud it Commi nee 
6, Increased review of infonnatiOIl contained in 

ensure ad(!{jualc procedures are in place to 
reduce the risk of Ihe same error occurring in 

CAFR the fumrc, 
J, Improved processes for rccogn ilion and 
recording of linancial transactions 

Actions remaining: Fonnal documentation of 
policics and procedures, 

TIle accrual for compensated absences was no! 2003 KPMG Yes (3] Corrected in the fiscal yC'ilf 2003 CAFR. Dcc-07 NA Yes Verified Ihal (he error was corrected via 
properly calculated at ye<lf-end and ccrtaio Repol1 UIC Rcslatcmenls in Uu; fiscal year 2003 
componcnl~ (add-on pay Md employer IMCS) were I. Establishment of a dedicated CAFR leam CAFR. TIlis item has been accepted by 
illcorreclly excluded from the calcu lalion, 2. H iring of a DireclOr of Fimmcial Reporting Internal Audit as remediated: bowevcr, we 

3, Increase ill trailling for mell1bers ofCAFR lcaln recommend Ulat 10 Uu:: ronnal 
4, Establishment of !he Disclosure Practic.::s documentation of policies lind procedures by 
Working Group (DPWG) Complmller stalT. Ulis error be reviewed 10 

5, Establishment oflhe Audi' CommiHce ensure adequate procedu!'CS are in place 10 

6 6, Increased review of infolTltaliOll conlained in reducc Ille risk ,,,"'u ..... 5 ill 
CAFR Ihe future, 
7, Improved processes for recognition and 
recording of financial tralJS3.clions 

Actions remaining: Formal documentatioll of 
policies lind procedures. 
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Exbibit AInternal Controlltems with a Direct Impact on Financial Reporting - CAFR Preparation 

ESlimated 
Remediation Dale Completion 

Item 
Number 

Des~ripHon of Finding SQur~ 
Compl~te per 
Management? 

Remedial Actions laken by Mllnagemelli III Reported as 
Remedialed 

Dale per 
Management If 

Tested by internal Audit? 

III Remediation 
Not Complete 

Pelco Park leasehold improvements llIade by the 2003 KPMG Yes £31 Corrected in lhe fiscal year 2003 CAFR. Dec-07 NA Yes Verilied that Ihe error was corrected via 
San Diego Padres weTe incOITeclly recordm by the Report the RCSU!lleTllenlS in Lhc fis.;;al year 2003 
City as contribution revenue. Additionally.lhe L EstablishmcnI or 1'1 dedicated CAFR learn CAFR. 11lis item has be;."Il accepled by 
Cily's liability for Ihe future conveyance of 2. Hiring ofa Director of Financial R<-p'-" ....!; Inlernal Altdit as rcmediated; however, we 
ballpark land parcels to the Padres was no! 3. Inc~.lSe in U<lining ror members of CAFR learn recommend thaI prior 10 the formal 
recorded. 4. Eslablishment of tile Disclosure Practices documentation of policies and procedures by 

Working Group (DPWG) Comptroller staff. IlllS error be rev iewe.d 10 
5. Establishment ofLhe Audit Commillee ensure adequale prooedures are in place to 

7 6. Increased review of infonn3tion contained in reduce ~le risk of the same error occurring in 
CAfR Ule futUfC. 
7. Improved processes forrecnsnil,n" and 
record ing of I,nancialtrnnsaclions 

Actions rerna ining: Fonnal documcnlalion of 
po Iit ies an d proced ures. 

IntcrCund lrnnsaclions. e.g_ purthases and sales of 2003 KPMG Yes PI Corrected in the ris.;;al year 2003 CAFR. 1lc<::-07 NA Ycs - Verified OIl!1 ihe em:>r was corrected via 
land, were not properly identified and recorded al Rcporl Ille R{)!;lalemenlS in the fiscal year 2003 
the correct historical cos!. Additionally, imcrfund L Establishment of a dedicated CAfR team CAFR. TIl is item has been accepted by 
transfers wefe incorrectly recorded as working 2. of a Director of Financial Reponing Inlernal Audil as r-cmediated; however, we 
capital advances. 3. Increase inlraining for members ofCAFR tealll recommend Ihal 10 the fomml 

4. Establishment ofthe Disclosure f'Tacl;ces documentation or policies and procedures by 
Working Group (DPWG) Comptrolh:r $taf'f. this error be reviewed (0 

5. Establishment oflile Audit Committee ensure adequale procedures are i)1 place to 
8 6. Increased review or inr0ll11<11ion cO)1tained in reduce the risk of the Sllme error in 

CAFR the future. 
7. Improved processes for recognition and 
focording offinallciallransactions 

Actions remaining: Formal documentation or 
pol ides and procedures. 
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Exhibit AInternal Control Items with a Direct lropact on Financial Reporting - CAFR Preparation 

Hem 
Number 

Description of I'inding 

Errors in rt"Cording various p<lreds ofland resulted 
in an increase of c~pital assets in the CilY's 
financial stateme.nls . 

During the implcmentalion ofGASB No. 34 in 

fiscal year 2002, Ihe Cily was required 10 

capitali:.:e ;Ilfraslructure assels for the first lime. 

However, the Cily added cCJ1ain a~ls during Ihi. 
proct'SS 10 ilS Iinancial s(alcmcnLS thai were 
already recorded in its capiLaI improvement 

pm~mlll . 

Various crror.l in book valucs or estimatoo useful 
lives of assCIS resulted in an incl'ease in net capilal 

assets reported in UlC Cily's financial statel'llent<. 

~urce 

2003 KPMG 
R.:port 

2003 KPMG 
Rcport 

2003 KI'MG 
Rcpor1 

RemediAtion 

Complete per 

MAnagement? 


Yes (3) 

Yes [3 ) 

Yc;s[J) 

Remedial Acllons taken by Management III 

Corrected in the lisatl year 2003 CAFR. 

I. Dedicated Capital A"sets team 
2. Improvements in processes 
3. Increased tldining for capital assel starr 
4. Several levels of review, Ihen forwarded (0 

CAFR le<lm for addilional rev iew 

Actions remaining: Fomlal docutneOlation of 
pol icies and procedures 

Corrected in lhe liscal y~r 2003 CAFR . 

I . Dedicated Capital Assets team 
2. ImprovemenlS in proeesses 
3. Illcrea~ed lrain ing for capital asset starT 
4. Scverallcvels of review, then forwarded to 
CAFR 1t'31n for 8ddilion~1 review 

Actions remainiJlg: Foml"1 documentation of 
policies and procedures. 

Corrected in the Jiscal yC"dr 2003 CAFR . 

I . Dedicated Capilal ASSClS teal'll 

2. hnpruvemenlli in processes 
3. Increased training for capi!.,1 asse( starr 
4. Severn I levels of review, lhen forwarded 10 

CAFR tcam ior additional review 

Actions remaining: Formal documentation of 
policies and procedures. 

Date 

R4"ported liS 


Remcdiated 


/2) 

Dec-07 

Dec-07 

Dcc-()7 

EstimAted 

Completion 


Date per 

Management if 


Remediation 

Not Complete 


NA 

NA 

NA 

Tested by Internal Audit? 

Yes· Verified that the ~"ITOr was corrccted vi" 
the Rc;statcmenls in the fiscal year 2003 
CAFR . 11lis item has been accepted by 
Internal Audit as rcmediated; however, \VC 

r~ommend thaI prior (0 the formal 
documentat ion of policics and procedurcs by 
Complroller s larr, this error be reviewed to 
ensure adequate procedures are in place to 
reduce the risk of the same error oceuning in 

the r'Ulure. 

Yes - Verified lhal Ihe error wru: corrected via 
lhe Restatcmelllli in the fisca I year 2003 
CAFR. 111;5 item has been accepted by 
Inlemal Audit as rcmedialoo; however, we 

recommend ~,at prior 10 lhe fOlmal 

documentalion of policies and procedures by 
Comptroller stair. this error be reviewed 10 

ensure adequale procedures are in placc to 
reduce U,C risk or~le sal'lle error occurring in 

the fulure . 

Yes - Verified tlwt the error was corr<xted via 
the Rcstatemcllls in Ihe fiscal year 2003 
CAFR . 11lis item has been aceeptt'd by 

Inlemal Audil as remed ialed; however, we 

recommend Ihat prior to Ule fornlal 
documentation of policies and pmcedlJ1'CS by 
COlllptrolier starr. this error be revicwed to 

ensure adequate procedures arc in place to 

reduce the risk of thc SlIIIIC error occurring in 

Ihe fulw·e. 
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Exhibit AIntemal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation 

Estimated 

Remediation Dale Completion 
Item 

Number 
Des~rlption of Finding Source 

Complete per 
Management? 

Remedial Actions taken by Management II] 
Reported a~ 
Remcdiated 

Dnte per 
Management if 

Teited by Intcnlal Audil? 

[21 Remediation 
Not Complete 

Errors were made in recording various land held 2003 KPMG Yes [3] Corrected in the fiscal year 2003 CArR. Dec-07 NA Yes - Verified O,atthc error was corrected via 

for resale: parccltransae(ions and the City Report the Restatements in O,e fiscal year 2003 

incorrectly reported land held for resale at cost I . Oed ic.1ted Capital Assets team CAFR. This itcm has been accepted by 

instead of est imated net realizable value. 2. Improvements in processes Internal Audit as re-mediated; however. we 

3. Increased training for capital asset stafT recommend that prior to the formal 
12 4. Several levels of review. then forwarded to documentation of policies and procedures by 

CAFR team for additional review Comptroller staff. this error be reviewed to 
ensure adequate procedures arc in place to 

Actions remaining: Fonnal documentation or reduce the risk of the same error occurring in 

policies and procedures. Ole future. 

-
Developer contributed 3ssels were not being 2003 KPMG Yes fJ] Corrccted in tile fiscal year 2003 CAFR. Dec-07 NA Yes - Verified that the error was corrected via 

recorded as City assets. or WCTC not being reported Repon the RestatcmCTlls in the fiscal year 2003 

in the year in I\Ih ieh tile transact ions occurred. I. Dedicated Capital Assets (eam CAFR. This item has been accepted by 

resulting in 3n understatement of capital assets in 2. Improvements in processes Internal Audit as remediated: howcver. wc 

the City's financial statcmcnts. 3. Increased training for capital asset staff T\."C(lmmend that prior to the fOllTlal 
13 4. Sev<!r:JIlevcls ofrevicw. O,Cfi forwarded to documentation of policies and procedures by 

CAFR tcam for additional review Comptroller staff. til is error he reviewed to 
CnSure adequate procedures are in place to 

Actions remaining. Formal documentation or reduce tile risk of the same error occurring in 

polic ies and procedures. tile future. 

Assets wh ieh has been placed in servicc were not 2003 KPMG Yes [3] Corrected in the fiscal year 2003 CAFR. Dec-07 NA Ycs - Vcrified that the error was corrected via 

transferred from construction-in-progress to Report the Restatements in 0" fisc31 year 2003 

depreciable assets which resu!ted In a I. D~'dicated Capital As~ds team CAFR. TIl'S itcm has bc..-n accepted by 

misclassilieation of reported capital assets and an 2. Improvements in processes Internal Audit as remediated: however. we 

underreport ing of depreciat ion cxpense. 3. Increased training for capital asset stafT recommend that prior to U1C fOI1n3 I 
14 4. Scverallcvcls of review. then forwarded 10 documentation of policies and procedures by 

CAFR team for additional review Comptroller staff, this error be reviewed to 
ensure adequate procedures arc in place to 

Action~ rcnmining: Fonnal documentation of reduce the risk or the same error occurring in 

pol icics and procedures. the futurc. 
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Exbibit A Internal Control Items with a Direct Preparationon Financial Reporting -

Item 
Number 

I)«crlptloll of Finding Source 

Remedialloll 
CQ rnpletc per 
Management? 

Remedial Actions takell by MaruigemclIl II] 

Dale 
Reported liS 

Rcmedlaltd 

121 

Es!imJIled 
Comple!ion 

Dale per 
MlIlIIIgcl1Iellt If 

Remediation 
Not Complete 

Teated b)' IlIlernal Audit? 

15 

Various projects where cenain planning, pro
design, and costs had been incurred 
butlile projC(:.ls were later canceled Dr abandoned 
were nOI removed from lhe City'S reported capital 
asset ba la ne cs. 

2003 KPMG 
Report 

Yes (3) Correcled in the fiscal year 2003 CAFR, 

I Dedicaled Capilal Assets learn 
2. Improvements in processes 
3. Increased training ror capilal ass~ starr 
4. Severallevds of review, (hen forwarded (0 

CAPR lcam for additional review 

Actions remaining: Fonnal documenwtioo of 
policies and procedures. 

DC(:.·07 NA Yes - Ven lied Ihal the error was corrected via 
Ihe Restatements in the liseal yea!" 2003 
CAFR. TIlis item has been accepted by 
Inlernal Audit as remedialed; however. we 
recommend thai prior 10 lhe fomlal 
documentation ofpoJicies and procedures by 
Comptroller Slarr, this error be reviewed 10 

ensure adequale procedure:;: an: in place 10 

reducc the fisk of the same error vvvuu "'5 in 
lhe future. 

16 

Errors 111 recon:ling relentions pay.tblc and lrust 
accounls rdated 10 capital activity occurrelL 

2003 KPMG 
Rt,.,ort 

Yes (3) Corrected in the fiseal year 2003 CAFR. 

I. Dedicated Capil.al A.,sets learn 
2. Improvements in processes 
3. Increased (raining for capillli !ISsei stilfT 
4. SevCI"ollevcls of review, (hen fOl"\\/ardcd 10 

CAFR leam for additional relliew 

A<;lions remaining: Forma! dOCUnli.:nlalion of 
policies :md procedures. 

Dcc-07 NA Yes - Verified thatlhc i!:ITOr was corrected vill 
the Rcstalemcnls in (he fiscal year 2003 
CAFR. TIlis Ilenl has been acct,.,tcd by 
IntemaJ Audit 35 t"t,'m~xliated; however, we 

recommend 1.1131 prior 10 Ille formal 
documental ion of poli!;.es and procotlures by 
Comptroller starr, this error be reviewed 10 

ensurcadcquatc I"vvvw"'~ are in place 10 

reduce the risk ortlle same error occllmllg in 
ille future, 

1here was II failure 10 capilalize irllerCSI as part or 2003 KPMG Yes [3J Correcled in Ihe fisclIl year 2003 CAFR. Dec-O? NA Yes· Verified thai ~JC crror was correclcO via 
certain assct acquisition COSls, Repo!1 

I, Dedk"led Capil.lll AsselS leam 

2. Improvcment.s in processes 
3. Increased lraining for capital asset slarr 

the Reslatcmerlls in Ille fisc:! I year 2003 
CAFR, lllis ilem has been by 
Inlernal Audit as (eillcdialctl: however. we 
recommend Ihal prior 10 Ihe ronnal 

17 A. Sevt...,t levels of review. then ronvan:lC'd 10 

CAFR team for additional review 
doculnenlalion of polici<::> :md pr(J{;Cllure;s by 
Complroller ~Iaf[ Ihis error be reviewed to 

ensure adeqWlle procedures arc in place 10 
Aclion~ renlaining: FonnaJ documenlalion of reduce Ihe risk of ille same error occurring i!1 
policies and procedures. the fUlure_ 
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Exhibit AControl Items with a Direct Impact on Reporting - CAFR Preparation 

Estimated 
Rcm~dhHlon DII!~ Completion 

tiem 
Number 

Description of Finding Source 
Complete per 
Management? 

Remedial Actions taken by Management III 
Repol1ed 1iIS 

Remedillcd 
Date per 

Management if 
Tested by Inlecrnal Audit? 

121 RcmNllaliol1 
No! Complete 

A revicw oft'-drlSactiolls between the City and San A&C Internal Yes PI Corrected in llu; fiscal year 2003 CAFR Dec·()? NA Yes· Verified (halille error \\las corrected via 

Diego Association of Govemmcnts (SANDAG) ConlrOl Report (he Restatements in the fiscal year 2003 

identified loans which wcrc nOI recorded as long I Dedicated Debt team C A FR, l1);s item has been accepled by 

term liabilities, 111;s W::IS the result orn:cording 2, Increased training for debt slaff Intcmal Audit as remediated: however, we 

receipts as rCVL'flUe rather than loan proceeds. 11le 3. Addilionallevels of review berore fOt'\vardiog 10 recommend Ih31 prior 10 the formal 

lresu adjustment was an increase in SANDAG Ihe CAFR team documentation of policies and procedures by 
18 loans payable and a decrease 10 Governmental net Complrollcr siafr, Ihis error be reviewed 10 

assClS of S I &,80). Inadequate management Actions remainiog: fonnal documentation or ensure adequate procedures lire in place to 
supervision and over-reliance of infonnalion policies lind procedures. reduce the risk offlle same error occumng in 
provided 10 the Auditor's offi¢c. Ille future, 

Various debt 1I1lllSactiollS were nol properly 2003 KPMG Yes (J] Corrected in the fiscal year 2003 CArR. Dec-O? NA Yes Verified Ihal lhe error was corrected via 
recorded. for example, loan proc<;;CJds were Repon the Reslatem<:ots in the fiscal ycar2003 
recorded as rCVl"llue mlher than as debl, c.g. I, Dedicated Debtledm CAFR, llIis Bern has been accl."pled by 
SANDAG loan, certain debl and the related 2. lnc~«llraining (or debt staff lnlemal Audit as lClncdiated: however, we 
inveslJneots held with an escrow agent were no! 3. Additional levels of review before forwarding to recommend Ihal prior to the lormal 
properly removed when such debl WIiS defcascd, the CAFR tcam docuJn<entalion of policies and procedures by 

19 bo.nd issuance COSIS were inCOITCC!ly expensed Comptroller staff. IIIis error be reviewed 10 

instead of being deferred ;1) accordance with Actions remaining: Formal documentation of eflSlIre ~dequale procedures ~f\: in place to 
GASB No. 34, accrued interest payable was policies and proccciurcs, redu¢e the risk of thc same error occllmng in 

incorrcclly calculated at year-end, and an arbitrage the fu(Um 

liability was nOI recorded. 
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Exhibit A Internal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation 

Item 
Number 

I)~crlpll()n of Finding Source 

Remediallon 
Complete per 
Mallagement? 

RemedIal ActiollS lake" by MlIl1l1gemelJt II] 

Date 
Reported as 
R('mcdlBled 

/21 

Estimated 
Completion 

Dale per 
ManAgement if 
Remediation 
Not Complete 

Tested by internal Audit? 

20 

llIe Cily did nOI properly recognize cerlain 
revenucs when recognition criteria were mel. 
,",uu.,""nally. Ihe Cily's ClllculatiOiI of deferred 
revenue in Ihe fund SlalcmenlS incorrectly 
included noles receivable due from developers. 
onc.-lime revenue received from the State. and 
working capital advallces receivable. 

200.1 KPMG 
Report 

Yes [3J Corrected in Ihe fiscal yt:ar 2003 CAFR. 

I. EsLabl ishmenl ofa dedicated CAFR lcam 
2. Hiring ofa Director of Financial 
3. Increase ill traillillg for members ofCAFR team 
4. Increased revicwofinfonnalion cOlllainoo in 
CAFR 
S. Implementation of incl'I.""iJsed review of required 
reconciliations 
6. Hiring of project manager 10 raei II la I!': 
dL'Vdopmcnl of policies and documentation of 
dcpartmC11[al procedures demonstraling iOlernal 
control over financial assets, financial 
and recording of financial trn(IsaCUOIIS 

Actions remaining: Formal docwnenlalion of 
policies and procedures, 

Dec-07 NA Yes - Veri lied Illill Ilu;' error was COrrecied ViOl 

Ihe Restatements in the fiscal year 2003 
CAFR. TII!S ilem has been accepted by 
lmernal Audit as remedialed: however. we 
recommend thai prior 10 Ihe formal 
documentalion and procooures t;.y 
Comptroller Slaff, litis error be reviewed 10 

er1sure adequate procedwe$ are in place 10 

reduce lite risk of the same error occuning in 
the fulure. 
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Exbibil A Preparationon Financial Reporting -Control Items with a Direct 

i!:stimated 
Remedla(1on Dillie Complelioll 

Item 
Number 

Description of .'irlding Sour!:'1! 
Complete per 
Management? 

Remedial At:lions lliken by Mlinagiment III 
Reporled liS 

Remetlhl.led 
Dale per 

Management if 
Tested by Internal Audll? 

12) RemediatIon 
Nol Com'pJ~le 

Revenue received fTOII1 Ille Metropolitan 2003 KJ'MG Yes[3J COI1"<!:Cled in the fiscal YL-ar 2OO) CArR, Dec-O? NA Yes - Verified that Ihe error was corrected via 
Waslewater Utili!y Participating Agencies \\IllS flOI Report Ihe Resl.lllemcms in!hc fiscal year 2003 
reconciled 10 supporting informalion which I, E/;tablisllIncm of a dcdicmed CAFR learn CAFR, TIllS item has been accepled by 
resulled in iI 59.5 million ovCfStalement of 2, Hiring or a DifL'C-tor or Financial ~~PV' "e: Inlernal Audil as rcmcdialed: however, we 
deferred revenue as of June 30. 2002. 3, Increa~e in training for members ofCAFR teal1l recommend Ihal prior 10 !he fonmll 
Additionally. Melropolitan Wastewater gratJls 4 Increased review or inforrna(ioo contained in documcl'lIatiOll of policics and procedures by 
receivable were 1101 reconciled 10 supporting CAFR Comptroller staff. Ihis error be reviewed to 
iOronn3lion, TItus. Cfl'Or:s OCCUnrillS when j, Implemenlalion of increased review of required ensure adeqWllc procedures are in place 10 
subsequent granl were reponed as rcconci lialions reduce Ille risk of lhe same error occunring in 

21 additional rellenues were not detected. 6. manager 10 facilitate Ihe rU\ure 

.of poliCies and docum~'''lalion of 
depanmenlal procedures demonstrating: internal 
control over /inancial <Isseis, financial reponillg. 
and recording of lillanciallrnnsactiolls 

Actions remaining: Formal documental ion of 
Ipolicies llIld procedures, 
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Exbibit A
Internal Controlltems with a Direct Impact OD Financial Reporting - CAFR Preparation 

Estimalcd 

Remediallon Complelion 

Item 


Dale 
Reporled 05 Dale perComplere pcr 

Tesled by Internal Audh?Description (If finding Source Remedial Actions taken by Management IJ J
Numbcr Management ifRemedlatcdMonagcmenl? 

Remediation 

Not Complete 
121 

I 
I 

Yes - Verified (hallhe error was corrCClcd via 

were incorrOClly recorded as contribution rcvCIlue. 

Leasehold improvemenlS on City owned pl'Oper1y Correcled in the Jiscal year 2003 CAFR. NA2003 KPMG Yes [3] Dec-07 
Ihc Rl'Statemcnts in the fiscal year 2003Repon 

e.g. Zoological society of San Diego. CAFR. nlis ilcm has been accepted byI. Establishmcnt ofa dedicated CAFR learn 

Internal Audit as rcmcdiatcd: however. we 2. Hiring of a DireclOr of Financial Reporting 
recOn1Jnl'11d that prior to the fornlalJ. Increase in {raining for members ofCAFR team 

documentation of policies and procedures by 
CAfR 
4. Increased review of inFonnation contained in 

Comptroller starr. this error be reviewed to 
ensure adequatc procedurC:S are in place to 

I"l"(:onei liations 

5. Implementation of increased review ofrequircd 
reduce the risk of lhe same error occurri ng in 

Ihe future. 6. Hiring of projcct manager lO facilitate22 
develop,nent 0 f policies and doculllClllation of 

dcpartmenllli procedures demonSlr.!ting intemal 

control over financi~l assets. financial reponing. 

and recording of financialtranSllct ions 

Actions remaining: Fom'al documentation of 
policies and procedures. 

..-
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Exhibit A
Internal '_~'''''_I Items with a Direct Impact on Financial Reporting - CAFR Preparation 

Item 
Number 

Description of riDding Source 

Remediation 
Complete per 
Managemenl? 

Remedial Actions la ken byllllanagemcnt III 

DlIle 
Reported as 
Rcmedlaled 

III 

Eslirruued 
Completion 

D:l.Icper 
I\IIlInagemelll ir 

Remedlaliol) 
Nol Complelj! 

Te~lcd by Internal AI/die? 

23 

TIle interest allocation process should receive 
sunicien! management review. 

111<: City docs nOI review the prelill'linal)' interest 
allocation prior 10 execution. 

TIle interest allocation process did not go through 
lI'lBuagcmcnl review and, C{lllsequently. errors 
wcrc found in the allocation. 

Mayor's 8124/06 
Response to 

Remedial 
Rc;;ol11memlaliolls 
FOWld in Ille Kroll 
Rcpol1 

A&C Internal 
Control Report 

2003 KPMG 
Report 

YCR Per the 10130/06 Mayoral Kroll Statns report: 
COlllplele (inlemal control effecl! VL"llesS 
to be !¢sled by March 31. 2007). A fOTmllI 

documented proces..~ has been completed. 
Documenllliion ineiudes an internal control malrix. 
process Oow. process n<lmllive and idenlificalion 
of significant control activities. Additionally. 
rt'1TK>dialion doculnentation contains a background 
discussion. actions taken ror remediation. design 
effect iveness assessmellt. operating effecliveness 
assessment and process improvellleni 
recOlTlmendalions. 

Oct-06 NA No 

24 

TIle City II1\.1SI develop all improved cash 
reconciliation process, which is morc automaled. 
documented. lind The fCvised process 
lTlust support accuracy. timely completion. and 
improved case of review. 

Mayor's 8124/06 
Response 10 

Remedial 
Recommendalions 
Found ill the Kroll 
Report 

Yes I'er (he 10/30/06 Mayoral Kroll Status Report: 
Complete (internal conlrol operating effectiveness 
10 be Icsted by March 3J. 2007). A fonnal 
documented process has been complcted. 
Documentation includes an illiernal conlrol malrix, 
process now, process narrnlive ,md idenlilicaliol1 
of signific:lIlt control acli vities, 

Additionally, remediation documentation contains 
a background di~cussion, actions taken ror 
remediation. design effectivC'lless assessment. 

Iooerating effectiveness assessment and process 
improvement recommendations. 

OCI-06 NA No 
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Exbibit A Internal Control hems with a Direct Impact on Financial Reporting - CAFR Preparation 

EsriJ)1llud 
Rcm~dialioll Dille Completion 

Item 
Number 

Dcseripllon of Flodlng Sourc~ 
Complj)le per 
Mallllg~n1enl? 

Rem"dllli Arllol1s taken by MOOlilgemel1l 1'1 
Reported liS 

Reml'dlilled 
DRi~pcr 

if 
Tesled by Intcroal Audie? 

The Cily should develop and implemC!1t a limely 
and less cumbersome bank recOllcilia!ion process 
10 clearly reconcile bank and (he gcncral1edger 
balances. The imrroved proeess shouJd faei iilale 
timely comrielion, case of review, correction of 
ClT(lrs, and enhance communication between the 
Comp!roller's and Tre::lsurL'T'$ staff. 

111e City eXflc:r1ences difficulty in detcnnining Ihe 

general ledger cash balance even wilh a 

reconciliation y~ifc.• ...""'. 

omhly Cash Rccollcilialions Cilny 

ding items for severdl mOllths. Bank 
reconciliations are not performed limdy. 

Allhough the Cily pel10lllled a three way 
rcconciliation between the bank. the general 
ledger. and the Tn:a,urt:r. III~ ~u'~llIl kdg.:r 
balance was difficult (0 delcnnine. 

Only 33% of I.he accounts tesled were completed 
io a till1ely nmrmer as defined 10 be 45 days by the 
City Treasurer'~ pcrfoml'lnce measures. 

!Reconcil items remailll ..'il outstanding for 
several months due 10 lack OrcOlnmunicalion 
between !lIe: A&C's and the Treasurer's Ollkes, 
and because rcconci liat ion, were nOI prepared io "
timely maom.."f. 

Mayor's 8124/06 
Response 10 

Remedial 
Recom.mendations 
Found in the Kroll 
Report 

A&C Internal 
Conu'ol RCfl0!1 

2003 KPMG 
Repon 

Per Ihe 10130/06 Mayoral Kroll SlalUs Report: 
Complele (imCl1lol control operating effcctiveness 
10 be lesled by March 51 ,2007). A ronnal 
documented process has been completed. 
Documentation includes nn internal control mauil(, 
process flow, process nam:\li ve and itlentllicalion 
lofsignificant conlrol activities. 

Yes 

i\dllilionally. remediation documenlation collLains 
3 background discussion, actions laken for 
remediation, effectiveness as.sessm('"J1I, 
operaling effectiveness a8Se&Slllenl anti process 
improv.;:ment recommendation!;. 

121 

OCI'()6 

Remedlallon 
No! Complete 

NoNA 
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ExWblt A 
Internal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation 

Item 
Number 

Description of Finding Source 

Remediation 
Complete per 
Management? 

Remedial Actions taken by Manllgementlll 

DAte 
Reported as 
RemedlatC'd 

121 

E5timlltC'd 
Co rnpletio n 

Date per 
Management if 

Remediation 
Not Complele 

Tested by Internal Audit? 

26 

TIle City purchased a new melcring system in the 
cUI1"Cnt year that was unable to tr.tck the solids 
within (he sewer now nccunuely resulting in the 

City ~asing their alloc31ion ofcurrent year costs to 
Panicip8ting Agencies on prior year readings. 

A&C internal 
Control Repon 

Yes Per MWWI) sl~ff, tillS finding W:lS a resul( of 
inadequate testing aJld validation prior to the 

in~tallation ofa new system. MWWD contracted 
with Gootivity for inst~lIation and mailllcnancc of 
now meters. Howcver, Geotivity's metCfS did not 
present reliable now volume data which r~'Sultcd in 
FY04 COS! allocation (to Participating ag,encies) 

being based on FYOJ flow volume data. 

To rectify the situation, MWWI) is:;ued an RFP for 
flow Monitoring and ADS Environmental Services 
was selected. ADS' meters have been prcseming 

reliable data and cumnt cost allocations are bas<;:<l 
on cum:n! year now volumes. 

in addition, as pan of MWWO's IT Govc:mancc 
Process, an IT Securily Policy wa.~ put inlo eITect 
requiring standards for impl"'l1crlting new 

technology systems. Includoo in III is policy is the 

requirement of full testing of a new syslem prior 10 

implementation. 

Oct-07 NA No 
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Exhibit AInternal Control Items with a Direct Impact on Financial Reporting - CA FR Preparation 

Ilem 
Number 

Description of Finding Source 

R"Tlll'dia!iOll 
Compielc per 
MarlsgemCllt? 

Remwial AcHons lakell by Mal1agcmcnl III 

Dale 
Reponed as 
Remediated 

121 

~slimaled 

ComplcliOll 
Dale per 

Managemcnt if 
Remedlalioll 
Nol Completc 

Tested by Inlcrnal Audll? 

27 

An analysis of Trans net capi!al projects fund 
revealed grant receipls which had no\ been 
deferred ill FY2002. 11IC resulting adjustment was 
a decre.1Sc 10 Governmental no asselS of $1.540. 
Lack of dctecl ivc controls. such as analytical 
rcvicws or pcriOl.lic reviews of GIL accounts. to 
detect misclossificalions. lnadequalc management 
supervision. 

A&C Internal 
COIlLrQI Repon 

Yes 2 Significant control activities idenlified in 
documenting process flow: 111C Accounl1ll11 
reconc; les Scheduled Project Paymellt Summary 
Report from SAN DAG 10 Ihc gl'f1eral ledger 
revenuc accountS on an unnual basis and 
Accountant reconciles Scheduled Project Payment 
Smnmary Repon (rom SAN DAG 10 the general 
ledg~'" rcvClluc accounlS and approprial ion ledger 
for deferred revenue recognition. 

Ocl-07 NA No 
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Exhibit A Controlltems with a Direct Impact on Financial Preparation 

lIem 
Number 

Description of Finding 

I 

Source 

Remediation 
Complete per 
Managemenl? 

Remedial Aclions laken by Management III 

Dale 
Reported as 
Re r(u:dilu 00 

12) 

Estim.ali.'d 
ComptcHon 

Date p!1t 

Management if 
Remcdhuioll 

Nol Complele 

Tested by Inlernal A.!.dlt? 

28 

TIle: City should increase (ile Icngth of the 131h Mayor's &/24/06 

period and establish a procedurc to revie'" all Response \0 

disbursements made subsequent to year cod in Remedial 
excess ofa prc-de1~'I111inoo threshold. TIlis will RCCOmmL'fldations 
assist in properly capturing significant accruals Found in the Kroll 
within (he caITel:t fiscal year. Report 

Year end accruals are understated for lI(X;ounlS 
payable as a resul! of the baoh being closed early. A&C Internal 

Control Report 
We noled thai 10 record the accounts payable 

accruals as of year end. the Cily kepI a p3mllel 
period opeo from July 1.2003 to AllgU."t 15.2003. 2003 KPMG 
During Ihe parallel peliod. rOf all disbursements Report 

greater than $100,000 Ihat related \0 fiscal year 

2003. the City accrued the expenditure at year end. 
All disbursements made subscqueol (0 August 15. 
2003 were recorded in FY2004, regardless of 
which y~'llr lhc services were received. 

Additionally. errors were noted related to uli1ity 
hills which were record ed 0 n tilc cash bas is. 

Yes Substantially com pIe!!!, To remcdia!e Ihis ilem. 
management did nol find it necessary 10 increase 
the ICllg1h of t.he 131h period. 11Ic "13th period" 

covers Ihe 1a<:1 four weeks of the fiscal year and is 
typically kepi open 10 capture y<::;u',cl1d 

transactions thai ~re 10 be accrued 10 Ihal fiscal 
year but arc not reponed llmil sometime aner June 
301h. Typically the Dill period is kepI Opllll unlil 

August 15. Managemenl believes this Kroll item 
has been successrully remed ialed by developing a 
new procedure 10 review all dishursemcnLS made 

subsequent 10 year end in excess of a 
prcddcrmincd threshold over a reasonable lime 

period. 

OCI-07 NA No 

I 
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Exhibit AInternal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation 

Ilem 
Number 

Dc..cription of Finding Source 

Remediation 
Co mplete per 
Management? 

Remcdj~1 ActJons loken by Managemcnt/ I I 

Dale 
Reported as 
Remcdillted 

121 

ESlimated 
Completion 

Dale per 
l\1anagementlf 

Rcmcdlallon 
Not Complete 

Tested b!t' Inlcrnal Audil? 

29 

111C Redevelopment Authority should develop Mayor's 8124/06 

necessary processes 10 oblain relevant infofll1ation Response to 
from llle tn3JlageJnClll companies. II mUSI obtain Remedial 
data rclah:d 10 Ihe purchase or sa Ie of property and RL'Commcndat ions 
the borrowing or repayment ofdebt in a timely Found in the Kroll 
manner 10 accurately report asSC'lS and liabililies. Report 

Currenl As.~cts conlrol weaknesses: Inadequate 
Icvel of Sia IT rcviewing Disl/ibUlion Devcloper 

Agre.:IIlCllls (DDA) resulting in cvenlS requiring A&C Internal 
accounting lrcaUncrlt werc overlooked. ovcr Control RCpOI1 

reliance 011 Agency adminisrnttor.l 10 keep 

accuralc records. inadequate lines of 
communical ion, therefore, wht-n events occur in 
onc section or depaClJnL'1l1. UICY do not now to the 
A&C's office in a timely manner. and no analylical 
proeedW'CS perfom,ed to expose in3pproprialC 
~ccounl balances. 

Ahhough the ll1anagcmc1l1 companies (SEOC and 
eCOC) usually properly record land -held· for
resale lransactions as Ihey occur in Iheir inlernal 
~ ..ds. Iheydid not communicate infOfll1atioll 
rciating 10 sales of land or transfers of land 10 2004 MGO Report 
capital asSets (0 Ihe RDA in a limely fashion . 

Yes Substantially compiele. TI1C RcdevelopmCflt 
ASCflcy projecl areas arc administered by Ihe 
Redcvc!opmell( Division of the City. Collre Cily 
Development Corpor-llion and (he Soulhcastem 

Economic Dcvclopmenl Corpor-llion. The 
financial reporting acljvilies of these groups arc 

consolidated and rcponed within the City of San 
Diego'S Comprehensive Annual Financial Report 

(CAFR) as the Redevelopment Agency. 

Intt'lTlal cOntrol doeulIlentalion was developed to 
enSure thai all relevant accounting information for 

the Redevelopment Ageney is received by the 
Auditor & Comptroller's Office. 111;S includes 

obtaining timely financial infomlation relaled 10 

the purchase or sale of property and the borrowing 
or repayment or deb!. 

Oct-07 NA No 
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30 

31 

Exhibit AInternal Control a Direct Impact on Financial CAFR Preparation 

Item 
Number 

J2 

Desulplloll of Finding 

Oe\'e1opmcn! of an asset inllCTItory 10 create 
CUrTcnl invCf!tories of essential illli<lslruclure 
llSsclS (c.g., Chiller Plants. Boilers. Pumps. High 
Voltage Switch Gear). 

High tUJTIOllcr of fund accounUln!s and desk 
responsibilities lcads 10 l\1i~pplicali()n of 
I'~~h""':"rt .." 

The City should report as pari of it~ allllual CAFR 
stall's best eslimate of maIm'll payments It will be 
required 10 make ror each of Ihe next five years 
and in a~galc Ihereallcr.lls a resull or 
contraclllill commillm:nil; or olllf':;: COnlm ilm~'f)ls 

the City reasonably intends to fulfill. 11\is 
includes expected pension paYlnenls. retiree health 
premium payments, resuhing 
foml cOniraclW)1 commitments; malerial 
contractual commitments in excess ofone year: 
defer:n::d mllinl~'f)anCC 10 c,XICTII qualified; and deb I 
and lease obligations. 

Source 

Mayor's 8124/06 
Response 10 

Remedial 
Recommendations 
Found ill the Kroll 
Report 

A&C Internal 

Coolrol Report 


Mayor's 8124106 
Response 10 

Remedial 
Recommendalions 
FOlllld in the Kroll 
Repor! 

Remediation 

Complete per 

MllnBgemellt? 


Yes 

Yes 

Under RCl'iew 

Remedlal Acllolls laken by Managemenl III 

An assel invemory has been completed for all asset 
elasscs. CUrTcn!ly. the lellel differs 
betwccll asset classes. and work will continue 10 

dc,finc and C5U1olish standard levels lor all ftSSCt 
classes, 

III conjunction with the Susil1!:'SS Office. identiliC<.i 
sU<llegics and goa Is 10 hire llnd retain qualified 
accountanlS . 

None 

Actions rcmaining: Review of GAM' 
requin!IUCluS. Developlllem of pol icics and 
documenUilion ofdepartmental procedures, 

Dale 

Reported as 

Remed[a(ed 


121 

NOII.ln 

Dec-07 

NA 


Estimated 

ComplE-lIon 


Dille per 

Mallllgemen! if 

Remedialioll 

No! Complete 


NA 

NA 

To be' 
determined 

Tested by IIl!CroM Audit? 

No 

No 

No 
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Exhibit A CODtrolltems with a Direct Impact on Financial Reporting ~ CAFR Preparation 

lienl 
DC:I~rlp!ion of Flndhlg &lurt#?

Number 

Reml.'dillliO!1 
Complete p ...r 

Remedial Actions laken by Management III
MlloagcmcIla? 

ESl111laltd 
DIII~ Complcllon 

Reported as Dale per 
Rcmedill.lcd Management If 

121 RcmcdlMlon 
Nol Complete 

Tested by Internal Audi!? 

Inadequate review, as such one aCCOllnlaO! has A&C Internal 
sole wniiol over interpreting complex financial Con leO I RCpOl1 

agrc<:menlS and over IIp funds 10 account 
for these agreements. An of lruns;;ctions 
aflhe PETCO Park Ballpark projoot idenlilied all 

overstatement of project contributions. TIlis was 
the result W"W'~V"'" Inc Padres' 

33 investment assels lowards Ihe project as City 
isseis. adjuslment was J decrease to 
Governmental nelassel& or$4S,648. 

In Procc:;:s I. Establishment (If a dedicated CAFR learn 
2. Hiring of a Director of financial Reporting 
~L IIlI:n:ase in 1m ining for members of CAPR team 
4. Es!ablishment or the Disclosure Practices 
Working Group (DPWG) 
S. Eslablishmenl of Lhe Audit Commillee 
6. Increased review of illfol'rnal ion cOlllained in 
CAFR 
7. Improved pro-eesses for re'Cogniliol1 and 
recording offimmcillllransactions 

NA To be 
delermined 

No 

Actions .v..."'.....l>' formal documental ion of 
pol icies and procedures. 

bilitics control weaknesses, A&C Internal 
: Appropriate supervisory review or umlrOl Repon 

retirement calculalion does nOI exisl and heavy 
relillJ1ce on external consult3nts (NPO). 

34 

In Process I. Establishment of 11 dedicated CAFR learn 
2. Hiring ofa Dinx.lor or Fin;Jncial Reponing 
3. Increase in lraining for members ofCAFR learn 
4. EstllblishmCJlI orulI: Disclosure Practices 
Working Group (DPWG) 
:5. ESlahlislullC!11 of Ihe Audil Commillec 
6. Increased review ofinformation conlail)cd in 
CAFR 
1. Improved processes for recognilion and 
recording of financiallIansact;ons 

NA To be 
dClcnninoo 

No 

AClion~ rtl'l1.aioing: Fomlal documentation or 
policies alld procedures. 
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Exhibit AInternal Control Items with a Direct lmpact on Reporting - CAFR Preparation 

Estimated 

Hell! 
Number 

Description of Finding Source 

Remediation 
Complete per 
)l,lanagem~nt? 

Remedial Actions taken by Managem~n! III 

Date 
Reporl«i as 
Remedlftled 

121 

CompMion 
O~le per 

M~nagemcl\t if 
Remediation 
Not Complete 

Tcst«i by [nlemlll Audit? 

35 

Several journal .:n!ries lacked adequate approval. A&C [ntemal 
Co nl roI R cpOrl 

l!I Process I, Chang~ 10 journal entry process implcll'lCl'lt«i 
2, Process flow, process namlt! VO:;, and 
identification orsignil'icanl control activities 
docuillented 
3, Procedures have been drafted 

NA To be 
dderroined 

No 

Actions. remaining: Approval or dral1 procedures, 

36 

1l1e CAFR preparation process ensures the City is 
responsible ror preparing all financial statements 
lind footnotes in accordance with gencrally 
accepted a~~uumlllg policies. 

Mayor's 8124106 
Response to 
Remedial 
Recomm.:ndations 
Found in the Kroll 
Report 

In Process I. Establishment or a dedicated CAFR team 
2, ora Director or Financial Reponing 
:), Increase in for members of CAFR leam 

4, Establishment of the Disclosure Pr<lClic¢S 
Working Group (DPWG) 
5, Establisllment of Ul\! Audit Commillec 
6. Increased review orlnformalion contained in 
CArR 
7, Improved proccsse:) for rccognil ion and 
record illg or fimmcial il'llnsaCI ions 

NA To be 
determined 

No 

Actions remaining; Fonnal documentation of 
policies liod procedures, 
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Exhibit A Internal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation 

Item 
Number 

DCIOcription of Finding Soune 

RemedlatlOu 
Complete per 
Management? 

RemedIal ActIons takeD by MallRgemcnt III 

Date 
RepGrll.'d as 
Remediated 

121 

Estimated 
Completion 

Date per 
Management If 

RemediatIon 
Not Complete 

Tested by Internal Audit? 

37 

TIle Mayor and CFO should annually include in 
the City's C A FR a signed managem~"Ilt report on 
the financial slatements and disclosures which 
i nelude a stalt"lTlCllt of the CilY's rcsponsibil ily for 
"slabl ishing and maintaining an effecti ve system 
of intemal control over financial repol1ing aTld 
disclosurt:S; a statement selling forth the City's 
assessment of the efTeclivencss of the internal 
controls: a statement that based on their 
knowledge, the CAfR doe$ not contain any unlrue 
statement of a material facI or omi I to stale a 
malerial fact necessary to make tlle CAFR not 
III iSleading; and ~ slatement Ihat the financial 
~Iatcmenl and other in fonnmion included in U,e 
CAFR fairly present in all malenal respects the nel 
aSSe1S and acti vit ie;; of the City for the period 
presented. 

Mayor's 8124/06 
Response to 
Remedial 
Recommendalions 
Found in the Kroll 
Report 

In J>rocess Included wilh the fY03 and FY04 CAfRs. 

Actions remaining: Pending DPWG discllssion. 

NA To be 
delerminro 

No 

38 

TIle chief executive offieer and principal 
accounting oflic~'f of each component unit of Ihe 
City should include aDnWllly with its stand alone 
Iin3ncial statements a signed management ..epon 
substantially in Ihe form dQicribc<.l fori he Mayor 
and CFO. 

Mayor's 8/24/06 
Response to 
Remedial 
Recommenda(iOl1s 
Found in the Kroll 
Repon 

In Process InclUded in the FY05 RDA siand-alone stalcmcnl. 

Referred (0 SDCERS for implenlClllation. 

Actions relllaining: SDCERS will implement with 
tlle FY06 CAfR, originally anticipated in October 
2007. 

NA To be 
determined 

No 
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Exhibit A Internal Cootrolltems with a Oil Financial Reporting - CAFR Preparation 

ESllmalcd 
Rc;mooialiol1 DAle Completion 

lIem 
Number 

Description of Fil1ding Source 
Complete per 
Managemcnf! 

Remedial Actions taken b~' Management III Rl'porled as 
Remedlated 

Dale per 
Mallagement if 

Tested b)' Internal Audit? 

121 Remediation 
Not Complete 

Subsidiary ledgers anll supporting delail for lhe Mayor's 8124106 In Process I. Establishment of <I dwiea(ed CA FR tcam NA To be No 
City's various Iype~ or accounts recei vablc are not Response 10 2. Hiring of a Direclor of Financial Reponing determined 
reconciled to Lhe gencmlledger. Therefore. the Remedial 3. Increase in training for members ofCAFR learn 
City shouk! reconcile all accounts receivable Recommendations 4, Increased review of illformal ion contained ill 
subsidiary and supponing detail listings to Found in Ihe Kroll CAFR 
Ihe genel1llledgcr 00 a regular basis. R;XOllciling Report 5. Improved processes for recOgnilioll lind 
ilct!t~ should be idcnliJied and resolved in a tiluely recording of financial Iflmsaclions 
manner. 6. of projecl manager 10 facil itatc 

development and documentlltiOIl of 
Accounts receivable is nol reconci led 10 accounlS A&.C Internal dcpllnmental procedures demonstralil1g inlernal 

39 rcct>1vable subsilliary ledgers on an annual basis. Control Repon conlrol oller financial IIssels. finaneia I reporting. 
and rewrding of linanda I transaclions 

<: .."" •...1.",.", ledgers and supponing delllillislings 
for various types of accounls receivables 2003 KPMG Actions remainillg: Formal documentalion of 
are nOI reconciled 10 Ille gencralledgcr. Repon policies and procedures. 
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Exhibit A Internal Control Hems with a Direct Impact 011 Financial Reporting - CAFR Preparation 

Item 
Number 

Description of Finding Source 

Remooiation 
Complete per 
Management? 

Remedial Actions lakfD by Management II] 

Datf 

Reported liS 

RemcdlaCed 
121 

Estimated 
CompletilHl 

Date per 
Management if 

Reme-diation 
Not Complete 

Tested by Inlernal Audl!? 

40 

Estimaled year CIld amounts arc not properly 
analyzed and supported. "l1lerefoll!. the City 
shou Id properly ca leu laIc and suppmi year end 
cstimatcs. 

Mayor's 8/24/06 
Response to 
Remedial 
Recommendations 
Fnund in the Kroll 
Rt:port 

I~ Process I. ESlablishment ofa dedicated CAFR team 
2. Hiring ofa Director of Financial Reponing 
3. Increase in [min ing for members of CAFR leam 
4. Increased review of infOI111Htion contained in 
CAFR 
5. Improved processes for recogn ilion anu 

recording of (ilUlnciallransaclions 
6. Hiring of project manager to facilitate 
development of policies and documenllllion of 
dcpanmcnllll procedures dcmonslrnting iniernal 
conlIol over financial asSets, financial reporting. 
and recording of linancial transactions 

Actions remaining: Fonnal documentalion of 
policies aJld procedures. 

NA To be 

determined 
No 
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Exhibit A Internal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation 

Esllrnll!1.'d 
Rcml.'dlalion Oafe Complellon 

Hem 
Number 

Oescriplio 0 of Finding Source 
Complete per 
MJlllllgemcnt? 

Remedial AClions lakNI by Managemenl I! I Rcporlcd as 
Rcml.'dieted 

Ollie per 
Management If 

Tcsfeti by Intl'rllsl Alldlt? 

121 Remediation 
Nol Complete 

Estimated year end accruals are nOI properly 2003 KPMG In Process I. ESlablishmcnl ofa. dedicated C AFR learn NA To be No 
analyzed and sUPPOrled (AR). Rcpon :2 Hiring of 11 Dil1Xior or financial R!'...mling determined 

3. Increase in (mining for members ofCAFR leam 
4. Increased review of information conlainoo in 
CAFR 

5. Improved processes for rewgnilioll and 
recording of financial !r.msaclions 

6. Hiring or project manager 10 facili13tc 

develop men I of pol icies and documenlalion or 
41 

dcpartmenl:al procedures demOnSlrnllng internal 

control over finaJIcial assels, Jinanc ial ffij)Oltiog. 
and recording of financiallransac(ions 

ACliol)s remaining: Formal documCl1lalion of 
policics and procedures. 
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Exhibit A Items with a on Financial Reporting - CAFR Preparation 

Esfimafi.'d 
Remed ialhHl Dale Completion 

Item 
Number 

Description (If fillding Source 
CompklC per 
M-onagemcnt? 

Rt'mi.'dial Aetlolls taken by Management III 
Reported as 
Remedia(ed 

Date per 
Managemtnt if 

Tested by Infernal Audit? 

121 Remediatioll 
Nol Compll.'le 

111e' Cily docs not perform II slrochtred, M<lyor's SI24/()6 In Process I. Eslablishmenl of II dcdiellloo CAFR learn NA To be No 
methodical analysis 10 evaluate the adeq,llIlcy of Response to 2. of a Director or Financial Reporting determined 
I.he allowance for uncollectible accounts Remedial 3. Increase in tmining for members of CAFR learn 
receivable. 11lcreforc. (he should analyze Re<:omrnl"fldalions 4. Increased review of in fOml3tion contained ill 
each account receivable category 10 ensure lilal the Found in lhe Kroll CAFR 
allowance for uncollectible aeC{lUniS recorded ill Report 5. Improvod proces~ for recognition and 
Ihe. general ledger is appropriate. 111e analysis recording of lioanciallransaclions 
should include documentation 6. Hiring of projcct rmmager 10 faei litate 

42 management'S of policies ilnd documentllion of 
departmental procedures demonstrating internal 
control over financial assets, /inanclal reporting. 
and recordi ng of /inanciallransaclions 

AClions remaining: Fomlal documentatioll of 
policies and procedures. 
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Exhibit A
lDtema! CODtrol Items with a Direct Impact on Financial Reporting - CAFR Preparation 

lien! 
Number 

Dc-serlptio n of Fi nding Source 

Rrmediation 
Complete per 
Management? 

RemedIal Actlons taken by Management IJ] 

Date 
Reported as 
Remedlated 

121 

Estimated 
Completion 

Date per 
Management if 

Remediation 
Not Complete 

Tl"Sted by Internal Audit? 

43 

The City did not hHVC an established methodology 
for detennining allowances for a significant 
portion of its governmcntal fund aCCOlDlts 
receivable balances despite Ille faclthat a sizeable 
percentage of these were over one year old. An 
ad.iustment was however proposed dliong the autJit 
to reduce receivablc balances to their estimated nct 
recovernble valuc. 

2004 MGO Repon In Process I. Establishment of a dedicutoo CAFR tcam 
2. Hiring of a Director of Financial Reponing 
3. Increase in tmining for members of CAFR team 
4. Increased review of information contained in 

CAFR 
5. Improved processes for recognition and 
record ing of financial Uunsact ions 
6. Hiring of project manager 10 faci litat.: 
dcvclopmOlt of policies and documentation of 
departmental procedures demonstrating intemal 
control over financial assels, financial reporting. 
and recording of financiallJ"ansactions 

Actions remaining: Fonnal documentation of 
policies and procedw·es. 

NA To be 
detennincd 

No 
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Exbibit A Internal Controlltems with a Direct Impact 00 ... "'....·flna ~ CAFR Preparation 

Item 
Number 

Description of lIinding Source 

Remedialioll 
Complete per 
Management? 

Remedial Actions taken by Management III 

Dale 
Reported as 
Rcmedlated 

III 

Estimated 
Completion 

Date per 
Management if 

Remediation 
No! Compltte 

TesfW by Infernal Audit? 

44 

111C'rC ;s nO f01Tflll1 analysis perfonnCld to 
dcrtenn inc the adequacy of the allowance ror 
uncollectible accounts. 

2003 KPMG 
Report 

In Process I. Estlbl ishmen( or a dedicated CAFR learn 
2. H iring of a Direclor of Financial Reporting 
3. Increase in for members of CAfR team 
4. Increased review of infoITTlation conlllined in 
CAFR 
5. Improved processes. for and 

i n.:oord ' of financial transactions 
6. or project manager to rucilitate 
development and documentation of 
depllrlmenlal procedures u~ .. ; internal 
control over financial assets, financial reporting. 
and ,vvv.-di"!i of financial transaclions 

Actions Formal documentation of 
Ipolicies and procedures. 

NA To be 
determined 

No 
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Exhibit A Internal Controlltems with a Direct Impact on Financial Reporting - CAFR Preparation 

Ii 

Remediatlon Date 

Esllmated 
Completion 

Item 

Number 
Description of Finding Source 

Complete pcr 

Management? 
Remedial Actions tftkc.-n by MAnagement IJ1 

RepMtcd ft! 

Remedlate<t 

12) 

Date per 

Management If 

Remediation 

Not Complfte 

Tested b~' Intemal Audit? 

45 

TIle City lacks justi fication of certain est imates. 

TIle City should develop a process to re-eva Inate 

its est imates such as a Ilowances and as.~umplions 

(e,g. the availability period for revenue 

recognition) on a timely and periodic basis. This 

will val idate the relevance of such pol icies with 

the City's cum'nt opcmtions. 

A&C Inlernal 

Control Report 
In Process l. Establishment ofa dedicated CAFR team 

2. Hiring of a Director of Financial Report; ng 

3. Increase in training for members ofCAFR team 

4. Increased review of i"fonnation contained in 

CAFR 

5. Improved processes for recognition and 

record ing of financial transactions 

6. H iring of project manager 10 faeil itale 

development ofpolicies and documentation of 

departmcntal procedures demonstl1lting internal 

control over financial assets. financia I reporting. 

and recording of linancialtransactions 

Actions remaining: Fonnal documenUltion of 

pol icics and procedures. 

NA To bc 

detcnni.ned 

No 

46 

Estim.1ted year end water and wastewater accruals 

for earned bUI unbilled (EBUB) revenue are not 

properly calculated. llle basis of the EB UB 

accnlal calculation uses current year bi lied 
amounts. However. a portion of these bi lied 

amounts are subse{JuClltly adjusted and crL'd ited 

and rebilled (credit and rcbills) at\cr year end_ TIle 

methodology results in an overstatcment of lhe 

year end EBU B accrual. 

Mayor's 8124/06 
Response 10 

Remedial 

Recommendations 

Found in tI,C Kroll 
Report 

2003 KPMG 

Report 

In Process Corrected in fiscal year 2003.2004 and 2005 

CAfRs. 

I. Process established to prop~"'ly calculate 

estimate for earn cd but unbi lied water and 

wastewater revenuc 

2. TIle City has invested in 3 new financial 

accounting systL'1Il (EntClllrise Resource Planning 

System - ERP): implementation of this system will 

result in overhauling the vast majority of the City's 

accounting practices 

Actions remaining: Document CWTcot process and 
ERP implcmentation. 

NA To be 

tlctennined 

No 
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Exhibit A 
Internal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation 

lIem 
Number 

Dcscdpllon of Finding Sour'('e 

Remcdlallon 
Complete per 
Management? 

Remedial Actions laken by Managemenl III 

Dale 
RcportC'd 8S 

Remedlated 

121 

E51imaleil 
COlJlpielloll 

Dale per 
Management if 

Remediation 
Not Complete 

Tested by Inlunal AudIt? 

47 

UnbiJlcd revenue on Iy includes a ponion oflhe 
adjustments for ered its and rcbills. 

A&C Internal 
C()fllrol Report 

In Process Corrected in liscal year 2003. 2004 and 2005 
CAFRs. 

I. Process established to properly calculate 
estimate ror camcd bm ullbillcd water and 
w~slewaler revenue 
2. The City Ims invcsted ina new Ii nHncial 
accounting syslcm (Enterprisc Resource Planning 
Syslem - ERr); implementation of 1l1is syslem will 
result in overhauling the vast majority or the City's 
accounting practices 

Actions rcmaining: DoCUITlcnl current process and 
ERP implemcntation. 

NA To be 
delennincd 

No 

48 

A number of deficiencies in the internal controls 
,\'13100 to accOl.mling for accounts receivable were 
identifiexi. llle City shou Id develop and 

implcll1C1lt policies al1d procedures to reconcile. 
SUppOf!. and review pcnod cm] accounls 
receivable balances. 

MayOr's 8124106 
Response to 
Remedial 
Recommendations 
Found in the Kroll 
Rcport 

In Process I. Esmblishmenl of a dcd icated CAFR team 
2. Hiring ora Director of Financial Reporting 
3. Increase in training for members ofCAfR team 
4. Jncreased review of infonlllJ(ion contained in 
CAFR 
S. Implementalion of increascd review or required 
roconci Ijations 
6. H iring of project manager 10 facilitale 
development of pol icies and doculnenta(ion of 
departmental procedures dC1llonslTIlling inlernal 
control over financial assets. financial reporting. 
and recordi ng of lin~ncial IranSllclions 

Actions remaining: Fonnal documentation of 
pol icies and procedures. 

NA Tobc 
determined 

No 
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Exhibit AInternal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation 

Hem 
Number 

49 

Description of finding Source 

City Departments should reconcile all accounts Mayor's 8124/06 
receivable and deferred revenue accounl~ (0 Response 10 
supponing information at periods ends. Remedial 
Supervisors should review these roconciliatiolls for Recommendations 
complelent!Ss and accurncy. Found in !l\e Kroll 

Report 

Remediation 
Complete per 
Management? 

RCl1.lc<llal Actio ns taken by Management III 

In Process I. Establishment of a ded icalcd CAFR team 
2. Hiringofa DinxlorofFil)ancial Reporting 

3. Increase in training for n.embers ofCAFR lC3m 
4. Increased review of information eontained in 
CAFR 

5. lmplementa(ion of increased review of l"ClIuired 
ro::onci lial ions 
6. Hiring of project manager to facilitate 

development of policies and documentation of 
departmental procedures dcnoonSlrJI i~g inlcmal 
control over financial asscls. financial reporting. 
and rceording of financial lransactions 

AClions remaj~ing: FOJTIlal uocumenlation or 
policies and procedures. 

Dale 
Reported as 
Remedlnted 

121 

NA 

Eslimaled 
Completion 

Date per 

Management if 
Remediation 
Nor Complete 

To be 

determined 

Tesled by Internal Audit? 

No 

50 

No documenled procedures exiSI for the trc:aII1lCllI A&C Inlcmal 
of Capilal assel.s. Conlrol Report 

10 Process I. UC<IIcalCO L-ap'lal ASSelS leam 
2. Improvemrnts in processes 
3. Increased lrai n ing for capital asset staff 
4. Severallcvcis of review. Ihm forwarded (0 
CAFR leam for addilional rcview 

Actions remaining: Fonnal documental ion of 
policies and procedures. 

NA To be 

determined 

No 
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Exhibit A 
Internal Control Items with a Direct Impact on .Financial Reporting - CAFR Preparation 

Item 
Description of .Findiug

Nnmber I 
Source 

Estimated 
Remediation Date Completion 
Complete per 

Remedial Actions taken by Management [11 
Reported as Date per 

Management? Remediated Management if 

12] Remediation 
Not Complete 

Tested by Internal Audit? 

Inadequate review and analytical procedures 
performed. As such, projects remained on tbe 
"Grant Project Status RepOlt" for years with no 
activity. 

51 

A&C Internal 
Control Report 

In Process I. Dedicated Capital Assets team NA Tobc 

2. Improvements in processes determined 

3. Increased training for capital asset stafr 
4. Several levels ofreview, then forwarded to 
CAFR team for additional review 

No 

Actions remaining: Formal documentation of 
policies and procedures. 

All city departments are not using FAMIS to 
record fixed asset acquisitions and disposals, 
therelore, increasing the possibility of 
misstatement. 

52 

A&C Internal 
Control Report 

In Process I. Dedicated Capital Assets team NA To be 
2. Improvements in processes delcnnined 
3. Increased training tor capital asset staff 
4. Several levels of review, then l()rwarded to 
CAFR team tor additional review 

No 

Actions remaining: Fonnal documentation of 
policies and procedures. 

Rcconciliation of additionsideletions between 
FAMIS and GiL is not perfonned. 

A&C Intcmal 
Control RepOI1 

In Process Reconciliation completed in tiscal year 2003,2004 NA To be 

and 2005 CAFRs. determined 
No 

53 

I. Dedicated Capital Assets team 
2. Improvements in processes 
3. Increased training for capital asset stall' 
4, Several levels of review, (hen forwarded to 

CAFR team for additional review 

Actions remaining: Fonnal documentation of 
policies and procedures . 

• 
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Exhibit A 
on Reporting - CAFR PreparationInternal Control with Ii Direct 

Estimated 

Item 
Numb4.'r 

Descripllon of finding Source 

Rtnl(:diatlon 
Complelf: per 
MllnagemtlU? 

Rcm~ial Actions tllken hy Management 111 

l)aU 

Rf:poried as 
R!,llIcdiated 

121 

Completion 
DIIIC1 per 

Manllgrmenl if 
Remedialioll 
Not Complete 

Tesl(:d by Internal Audit? 

54 

Annual inventories of fixed assets nre nOI 
perfonned. 

A&C Imernal 
Control Report 

111 Process I. Dedicated Capillli Assets ICIlm 

2. Improvcmenl$ in precesses 
3_Increased for capita I aSSA.l1 ~laff 
4. Severn I levels of review. Ulen forwarded 10 
CAFR tcam for addilionlll review 

NA To be 
delennined 

No 

Actions relnaining: Fonnal documentation of 
ipolicies and procedures. 

55 

elP has no specific accounting code and call1'OI be 
tracked in FAMIS; the CIP trnckin(!lrec process is 
manually intense and pronc 10 errors: depreciation 
on completed CIP \VilS done rnallually lind 
separate from other c~pil.al projects. 

A&C InICrTlal 
ConlrOl Report 

In Proces~ I . Dedicaled Capilal As;;eI~ learn 
2. hnprovements in processes 
J. Increased training for capital asset staff 
4. Several levels ofrovicw.lh!;'n forwarded 10 

CAFR learn for addi(ional fl.,'Vicw 

Actions remaining: Formal documcnlalion of 
policies and procedures. 

NA To be 
dctennincd 

No 

56 

Completed projects arc no! capitaliZed lilOllly. A&C Inlemal 
COlllrol Report 

In Process I . Dedicated Capital Assets lcam 
2. Improvenlcnls ill proccs.~es 
3. Increased training for capil.alasse\ staff 
4. Scvernllcvclsofrevicw, (hen forwarded 10 
CAFR leam ror addilional review 

NA To be 
dctennined 

No 

Actions Fomlal doculTICfllalion of 
policies aJld J"""~UV<"'" 
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Exhibit AInternal Control Items with a Dkect Impact on Financial Reporting - CAFR Preparation 

ESllnl.&lcd 

R~mediatjon Completion 

lIem 


Dale 
Oal l' perComplele per Reported as 

OesC"rlpllon of Fi"dlng Tl'sted by Inlernal Audit?Source ReOlffllal Actlolls takl'n by Managemell1 1'1Number Mnnagcmcnl Ir 
[21 

RemcdistedMllnagement'~ 

Remediation 

Nol Complete 

Capital contributions are not capitalized limdy. A&C Internal In Process I. Dedicated Capital A....~scLS learn NA To be No 

ConlJOl Report determined2. Improvements in proc= 

J . Increased training for capitn I as.~ct staff 

4. Scvcrallcvels of review. tI,CIl forwarded to 
57 CAFR t~m for add itiOllal review 

Actions remaining: Fonnal doc umentation of 

policies and procedures. 

Impairment analyses of fixed asselS are not A&C Internal I. Dedicated Capital Assets learn NA To be No 
perfonncd. 

In Process 
Control Repon dclcnnincd2. !Inprovemen IS in processes 

3. Increased training forcapilal asset starr 

4 . Scvernllevels of review. then forwarded 10 
5& CAFR lcam for additional review 

AClions remaining: Fomlal documentation of 

pol icies and procedures. 

The City has lakcn a number of steps to quantify Mayor's 8124/06 I. Dedicated capital Assets team To beIn Process NA No 
tile impact and COITCCI its financial stalements Response to determined 

resulling from deficiencies in internal controls 


2. Improvements in processes 
Remedial 3. Increased training forcapiu.1 asse1 slaff 


relaled to capilal aSSe1 accounting. nle City 
 Ra:OInmendnt ions 4. Sevcrallcvcls orre-vielV. then forwarded to 
59 should continue to monitor Ihe internal conlrols Found in tile Kroll CAFR tcaln for additional review 


over these areas to ensure that potential errors in 
 Report 

the fUlure are d(.1cctcd and COm.-Cled in a timely 
 Actions remaining: Formal documentation of 

manner. 
 policies and procedures. 
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Exhibit AInternal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation 

Item 
Number 

Description of Finding Source 

Remediation 
Complelf prr 
MAnngement? 

Remedi91 Actions Inken by Mallagcment III 

Dale 
Reported as 
Remcdiated 

121 

E~timated 

Completion 
Date per 

I\bnagemcnt If 
Remediation 
Not Complete 

Tcsred by I"tcrnal Audit? 

60 

nle: Ciry and Departments should identiry roulille 
accruals. such a~ utility bills. and ensure Ihey arc 
properly recorded at year end. 

Mayor's Sn4 /06 
Response 10 

Remedial 
Recommendations 
Found in the Kroll 
Rcpon 

In Process I . Establishment of a dcdic.,tcd CAFR team 
2. Hiring ofa Diroctor of Financial Reponing 
3. Increase ill training for mcmbclS of CAFR team 
" . Increased review of in rOllTl3tion contained in 
CAfR 
5. Improved processes for recognition and 
recording of (inanciallr~nsactions 
6. Hiring of project lIlanager to facilitate 
developmenl of policies and documentation of 
departmenl.iJ1 procedures demonstrating inlemal 
control over financial assets. financial reporting. 
and recording of financial transactions 

Actions remaining: Fomlal docume:nllltion uf 
policies and procedures. 

NA To be 
de:tennincd 

No 

61 

Bond issuance costs are not properly ac counted 
fOT. InadequDte: revieIV procedures. 

A&C Internal 
Control Repon 

In Process I . Dedicated Debt tearn 
2. Increased train ing for de:bt staff 
3 Additional levels of review before fOlwarding 10 

Lile CAFR tcam 

Actions remaining: Formal documcntmion of 
policies and procedures. 

NA To be 
dClcrrnincd 

No 
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Exhibit A
Internal Control Items with a Direct Impact on Financial Reporting - CAFR Preparation 

Ilem 

NumbH 
Description of Finding Source 

R('nledlarion 

Comptete per 
Maoagcmcnt? 

Remedl3l Action! Inken by MnnAgement 111 

Dare 

Reported as 

Rcmediated 

121 

Esrlmnlcd 

Completion 

Dare per 

MBoagcmenl if 
Remedi31ion 

Not Complete 

Tested by Internat Audit? 

62 

An analysis and rcCQnci liation of deferred revenue 

accounts identified Ir3n!'actions Ihat were shown 

as deferred revenues in prior fiscal years bUI 

subsequently met the eri((:ria for recognition as 

revenuc:s, The result ing adjustment was 3 decrease 

in deferred revenue and an increase in 
GovcmmL'11tal net assets 0($40,534 and an 

increase in Business-Type net assets of S4,048, 
Management override capabilitil'S. which led IU a 

lack of prof~'Ssional skepticism. and no 

doclllllcnied procedures for analyziog rhe dekrrcd 

revenue account. 

A&C Internal 

Conu'Ol Report 

In Process I, Establishmenl of a dedicalcd CAFR te;JJ1l 

2, Hiring ofa Director of financinl Reporting 

3. Increase in training for Incmb<..TS of CAFR learn 

4, Illereasctl review ofinfonnation conlaiocd in 

CAFR 
5. Implementation of increased review of required 

reconciliations 

6. Hiring o( projcci manager 10 facilitate 

development of policies and documentation of 

departmental procedures d~'1nonslraling internal 

control over linancial asselS. financial reponing, 

and recording offinaneial transactions 

Actions remaining: formal documentation of 

policies and procctlure£. 

NA To be 

detCTTlli ncd 

No 

63 

lllere was n lack of a formal process for 

management revk-w ami evalualion of Ihc 

complclcncss and aCCUr1lcy of financial stalemenl 
nOle djsclosuf(.'S . 

2003 KPMG 

Report 

In Process I. Establishment ofa dedicated CAFR lcalll 

2. Hiring ofa Director of Financial Reponing 
3. InCfease in lraining for members o(CAFR leam 

4. Establishm<.-ot orlhc Disclosure Practices 
Working Group (DPWG) 

5, Eslablishmcnl of Ihe Audit Commillee 

6, locrcascd rev iew of information contained in 

CAFR 

7. Improved Pl'Ocesses for recognition and 
recording of financial transactions 

AClions remaining: Formal documenlation of 

policies and procedures. 

NA To be 

dClcrmincxl 

No 
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Exhibit A Internal Controlltems with a Direct Impact on Financial Reporting - CAFR Prepara tion 

Item 

Number 
Description of Find Ing Source 

Remedlallon 

Complete per 

Management? 
Remedial Actions laken b)' Management III 

Dare 

Reported as 

Rcmedlall'd 

121 

ESllmated 
CompleHon 

Date per 

Management If 

Remediation 
Not Complele 

Tested by (ntemHI Audir? 

64 

A genel1ll o ver reliance on infonnation providoo 10 

the Auditor and Comptroller's office had a 

pervasive c/'fecl on the timeliness and accuracy of 
financial reponing . 

A&C Internal 

Control Repon 

In Process Willl;n rhe Control Environment. IT and CAFR 

Preparation remediation erTorls Illi s item will be 

addressed accord ingly. 

NA To be 

detennined 

No 

6S 

nle City does not communicate well with relevant 

SOUI"Cl"S when nccounting for land held for resale, 

A&C Internal 

Canlrol Report 
In Process Docum~ta(ion of process nOIV, process narrarivc 

and identification of sigJl;fJcant conlTol activitiL'S 

related to : 

lI . asset acquisition 

b. as..'let disposilion 

c . quarterly and annual processes 

d. accounl ing tfC4lltllcnl memos 

e . accounting for notes and loans 

f net realizable value analysis . 

NA Apr-08 No 

Actions remaining: Development ot'policics and 

docu men tat ion of depm1mcntal procedures and 

implementation of documcoted processes . 

66 

The City should de velop a procedure. such as 

using a spec i fie objcct or index code and 

preparing a report basC(\ on tht: code. to usc the 

accounting ~YSlem to directly identify information 

related to CIP in an automated [nanner. 

Mayor's 8/24 /06 
Response to 

Remedial 

RccomlnelldatiollS 

Found in tJle Kroll 

Report 

No 111e City has invested in a new fJnancial 

accounling $Ystcm (Enterprise Resource Plann ing 

System - ERr): implclnc:lllalion of this system wi II 

result in overhaul in!!. the vast majority of Ille City's 

ace oun t; n g practice.>. 

Actions remaining: ERP implem.:ntation. 

NA Oct-08 No 
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Exhibit AInternal Control Items with a Djrect Impact on Financial Reporting - CAFR Preparation 

I 

Irem 
Number 

Remedlallon 
CClmpleleper

Description of F'jl1dlng Source 
Management? 

Rl'mcdlal Actions lakl'n by Management III 

Date 
RepClrled n 
Remc-dlalcd 

121 

Estimated 
COJ1lplc!lon 

Dale per 
Management If 

RNuedlaHoo 
Not Complete 

Tesrc-d by Inlernal Audil? 

67 

City schedules requesled by Ihe c.YI<mlal auditors Mayor's 8/24/06 No None 
should be prepared and internally reviewed before Responsc 10 

the auditors begin work. As par! of a sOllnd Remedial Actions remaining: Development of policies and 
financial reporting systcm. thc Cily should prepare Recommendations documental ion of departmental procedures. 
supporting schedules and delail for all major Found in lhe Kroll 
accounts and Ir.msactions during the monthly Report 
c los ing process. 

NA Comrt1C'f1cing 
wilh lhe FY08 

CAfR 

No 

Requcsted audit schedules were- nOI prcp:lJLxI A&C Internal 
timely. Control Report 

Footnotes: 

[II Per infonnalion provided to Imernal Audit by Management Siaifalld infonn~tion provided via (he Mayoral Kroll SLatu.s updales. 


(2J "Dale Reported" refers to Ole dale the finding was reported as remediated via: I) Memos from Managemem, 2) MDyoral Kroll Status Reports, 3) 

StuM Reports to InlCID31 Audit from Process OwnL'TS, 4) Independent Auditor's Repons and 5) Report from John Dyer, Mayoral Consullanl, 10 Internal 

Audit. 


[31 Error resui(ed in a restatement inlhe CAfR, To address underlying internal conlrolweakness, see rccommendll!;on number I on page I,) of Ihc 2008 

Annual Report on Intcrnal Controls. 
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