
Exbibit 0
Internal Control Items with a Direct Impact on Financial Reporting - SneERS 

Item 
Nnmber 

Descriplion of Finding Source 

Remedia.iOll 
Complet' per 
Management? 

Remedial Actions taken by Management III 

Date 
Repor1ed as 
Rcmcdiatcd 

121 

Esllmated 
Completlon 

Date per 
MtlnAgCRlent If 

RemediatIon 
Not Complete 

Tested by Internal Audil? 

I 

11le City should contribute to SDCERS annually 

the Annual Requircxl Contribution. as calculated 
by SDCERS actuary. induding an amount 
sufficient to amortize existing UAAL over a 

reasonable period erlime Ihat assures Ihal cUlTCllt 
laxpayers are paying ror Ihe rulJ cost of services 
I"Cmlcred by employees of the City and not passed 
on 10 future generat ions , 

Mayor's 8/24/06 
Response to 

Remedial 
Recommendations 

Found in the Kroll 
Report 

Yes Per 2121107 4th Mayor Kroll Status report : 
"Complete. 111C Mayor's rive Year Plan conLains 
run ARC (Arumal Required Contribution) 

contributions over an amortization pl",;od in 
compliance witll the: "Gleason Settlement." 11,e 
Cily's budget for fiscal year 2007 conlDins a 

contribulion ofSI62 million to pay Ibe full ARC. 
This contribUlion was made althe beginning of the 
fiscal year (July 2006). 

AdditionaUy, the plan for fiscal years 2008-2012 
provides for payment of ARC plus to eliminate 
negalive amortization of the UAAL (Unfunded 
Actuarial Accrued Liability). 11,e ARC plus 

contribution amounts to an additional $27.1 
mi Ilion annual contribution OVl-r Ulis period. or 

£135.5 million in IOLaI. 

111C survey n:sulls can be accessed on the City's 
website at 

http://www.sandicgo.gov/lnayor/pdl/rive'''year'''pla 

n_ 1U S.pdr' 

Fcb-07 NA Yes. - SDCERS Bank Cash Transaction 

St3tcment Reports ror July 2006 (FY07) and 
July 2007 (FYOS) detailing Plan Sponsor 
Contributions rroln tbe City of San Diego 
were reviewed. 111e paymenl amounts, $162 
million and $165 million. respectively, were 

consistent with I he actuarial assumptions or 
methods used in the June 30.2005 Annual 
Valualion. 111is item has been accepted by 
internal Audit 35 remediatcd. 
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Exhibit D~SDCERSInternal Control Items with a Direct Impact on Financial 

Hem 
Number 

2 

De§crlpUol'l of Finding 

TIle costs should be reflected in the City's annu31 

budget and fivc·y~-ar plan, and variances caused 

by changes in aCluarial assumptions should be 
explained. 

Source 

Mayor's 8/24/06 
Response (0 

Remedial 

Recommendations 
Found ill Ihe Kroll 
Report 

Remediation 
ComplNeper 

Remedial Aclions taken by Management III
Management? 

Yes Per 11122/06 3rd Mayor Kroll Stalus report: 

"Complete. Forclarificalion purposes.llhis Hem] 
relates 10 COSl. for proposed lIew retiremenl 
bcndil5 for cily employees. 

TIle Cily acknowledges !lIe need 10 accurately 

calculate the costs of any new relir<;menl benefits 

and includes such cmas in all budgets and five y~r 
plans. Additionally. !he volers passed Proposition 
B which will require the City 10 oblain voler 

approval for allY increases (wi III the exception of 
COSI of Ii ving) in municipal pension benefits." 

Dale 
Reported liS 

Remedlaled 

III 

Nov·06 

Estimated 
Complelion 

Daie per 
MOflllgemellllf 

Remedlallofl 
Nol Complete 

NA 

Tested by Internal Audit? 

No 

3 

111e C ily should not use its contribution 10 pay [or Mayor's 8124106 
ilny bl'nelilS olher limn ret ; remefl I benefits and Ihe Response to 
relaled COSIs of administering lhe Plan. nllL.~. n(1 Remedial 
portion of !lle Cily'~ annual C011I ri but ion 10 Recolllmendations 
S DC ER S should be credited agai I1sl the City'S Found in the Kroll 
obligalion to pay retiree hCllllhcarecosl~. or for Report 
any oiller of (he so-called ·Waterfall" payments. 

unless and llntilllle eily pays Ihe required ARC. 

Yes Per 2121/074111 MAyor Kroll Status report: "City 
A\lorncy action complete. 11le Mtlrlicipal Code 
change 10 fepe;ll (he "Walcrfall" paymCllIS is in Ihe 
process or being docketed." 

Feb-07 NA No 
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Exhibit D 
Internal Control Items with a Direct Impact on Financial Reporting - SDCERS 

Item 
Number 

Description of Finding Source 

Remediation 
Complete per 

Management'! 
Remedial Actions taken by Management (II 

Date 
Rcportl'd :15 

Rcmcdl9ted 

121 

Estimated 
Completion 

DBte per 
l\1Rnagemcnt If 

Remediation 

Not Comple'e 

Tnted by Internal Audit? 

4 

11le Audit Committee concurs with actions being 
taken by the Re(irenlent Administrator 10 establish 

a financial reponing function within SDCERS. 

Mayor's 8/24/06 
Response {O 

Remedial 
Recommendalions 
Found in tJle Kroll 
Report 

Yes PCI' 2121/07 4th Mayor Kroll Sr.atu.~ rcpDrt: 

Complele. Refer 10 SDCERS leller dated January 

31. 2007 regarding the Stalus of Kroll 
Remediation. " 

Per SDCERS kiter daled January 31. 2007: 
"SDCERS' Financial Reponing and 

Administration Division ... has been expanded to 

inclulle four accounlants. one nlanagcmcnt analyst 
and Ulrce support staff - the most experienced and 

talented fmancial tca\l1 in SDCERS' history." 

Feb-07 NA No 

5 

For purpose ofcalculating annual funding 

requirements. the UAAL should reflcct a pnudent 
vicw of oconomic fC<)lity Bnd include within il the 

COSL~ of U'c Corbell settlement. 

Mayor'S 8/24/06 
Response to 

Remedial 

Recommendations 
Founll in Ihe Kroll 

Report 

Yes Per 4/9/07 5tJl Mayor Kroll Stahl~ repon: 
"Sub~lanlially completc. SOCERS Board aClion 

approved anlillireC1l~1 (he aCluary to include Ihe 

costs ofthc Corbell sellicmenl anll 13th check . 
llle Aetuary report daled January 2007 contains 

U'CSt components in the UAAL. 11le ACluarial 

Valuation Repon \Va~ presented althc SDCERS 

board meeting dated January 19.2007. 

In alldition, tJ,e SDCERS Boarll has direcled liS 
actuary to complete an experience sludy which wi II 
be presented to the Board in the wintl.T of2008 . 

111is study will provide the Board with infonnation 
In make further assumption decisions such as lhe 

appropriate discoW1t rate and salary growth 

SDCERS shoulll usc." 

Apr-07 NA No 
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Exhjbit D 
Internal Control Items with a Direct Impact on Finaocial Reporting - SneERS 

Item 

Number 
Description of Finding Source 

Reml'(iialion 

Complete per 
Manllgement? 

Remedial Actions taken by Management IJI 

Dale 
Reported as 
Rcmcdiated 

12J 

Estimated 
Completloll 

Dole per 
l\1anagementlf 

Remediation 
Not Complete 

Tested by Internal Audit? 

6 

n,C Retirement Administrator and CFO of 

SDeERS should annually include in the SDCERS' 
CAl'R a signed managenlent report on the 

financial Slatclnents and disclosures which include 
3 statement of SDCERS· responsibjli ty for 

establishing and maintaining an el"fecti ve system 

of internal control over financial reporting and 

disclosures: D statement setting forth SDCERS' 
assessmcnt oflhc effectiveness of the internal 

controls: a statement thut based on their 

knowledge. Ihe CAFR does not contain any untrue 
statement of a material fact or omi t to ~late 3 

malerial facl necessary to make Ihe CAfR not 
misle<Jding: and a statement that tJ.e financial 

statement and oUler information included in the 

CAFR fairly present in all material respecls Ule net 
assets and aClivities of SneERS for thc period 
presented. 

Mayor's 8/24/06 

Response co 
Remedial 
Recommendations 
Found in the Kroll 

Rcport 

Yes SDCERS is cOlllmiued to accepting responsibility 
(or establishing and maintaining an cffc.ctive 

syslcm of intemal control over financial reporting 
and disc losures. As such. S DC ERS plaJ1s to 

comply with U.e 2005 edition (most currcnt) of thc 

Government Finance Officers Association (GFOA) 
"Blue Book:' Governmental Accounting. Auditing. 

and FinaJ1cial Reporting (GAAFR) Ulat provides 
guidance on financial reponing for state 

governments. TIle GAAFR's latest guidance on 

transmittal leiters is that thcy conta in a statclllent 
that says "Managemcot assumes full responsibility 

for lhe completeness and reliability of the 

in formation contained in Ulis repOli. based upon 3 

comprehensive framework of internal control Ulat 

il has established for lhis purpose. Because O.c 

COSt of i ntemal control should not exceed 
anticipated benefits, the objective is to provide 

reasonablc. raU.CT than absolute. assurance lhat the 
financial statements UTe free orany matenal 
misstatements..• 

Dec-07 NA No 
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Exhibit D
Internal Control Items with a Direct Impac.t on Financial Reporting ~ SneERS 

Item 
Number 

Description of liinding Source 

Remediation 
Comple!e per 
MlInag~ment? 

Remedial Actions taken b~' Management III 

Date 
Reponed as 
Remcdlllled 

121 

Estimated 
Completion 

Date per 
MAnagement if 

Remedlallon 
Not Complete 

Tested lIy Internal Audit? 

11\e GAAfR's guidance is consistent with GASB 

Statement No. 34. Basic Financial Statements. and 
Managemml's Discussion lind Analysis for Stale 
and Local Governments. SDCERS will include 
this 5IaIL'me'!l1 in il~ CAFR trnnsmillalletlel' 
consistent with Ihis guidance V~"lm.",,, wilh the 
June 30. 2006 report. The City adopted similar 
language in its 2005 CAFR Trnnstnillal Letter. and 
Macias Gini & O'Connell also concur wilh ijlis 
<lpproach. 

Footnotes: 

(I JPer inronnalion providoo 10 Inlemal Audit by Mal1agcI11efll Siaffand infomHlIion provided via Ihe Mayoral Kroll SI1I1US updates. 

(2J "Dale Rc:poncd" rerers 10 Ihe dale Ihe finding was reported as remcdialed via~ I) Memos linin Managemenl. 2) Mayoral Kroll SI31l15 

Reports. 3) Slatus Rep0l15 10 Internal Audit fmm Process OwnL'TS. 41lndependeol Audilers Reports and 5) Report from Johl1 Dyer. 

Mayoral CoosulL1nl. 10 Inlernal Audit. 
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