
Exhibit G Internal Control Items with a Impact on Financial Reporting - Control Environment 

Eslimll.led 
Remediation Dllle Completion 

Item 

Numher 
Descrlplhlll or Plllll'ng Source 

Cllmpldt per 
Management'! 

RemC"lUal Actions (akclI by Management III Reported as 
Remedlated 

Dale per 
Management if 

Testell b~' Internsl Audit? 

III Remedialion 
Not Complete 

Cenlrali~c accoum..1bilily for Ule accuracy and Mayor's S124/06 Yes Completed per Ihe 1015/06 lSI Mayor KroJi Stalus 01:1-06 NA Yes· Verilied. per the City Organization 
cl1!dibilily oClhe City's financial under Rcspomero repon. Prior 10 January 2006, Ihe City's financial Chari, Ihe CFO is rOt tlle new 

Ihe CFO. TIH~ areas ofrcsponsibililY would Remedial reporting structures were distributed I1lro\.lghout Depllnmcm of Finllnce ,!lid is uhimalcly 
include. a City Comptroller. a Direclor of Recommendations the organv-'1liOIl_ Some reported up 10 the City accounlable for I1H?; accUfIlcy lind credibility 
Financial Reponing, the Fil1l1ncial Management Found in the Kroll Manager through <I Deputy und Assislafll City of the City's financial reponing. 11Ic City 
Director, Director of Debl Managemel1lllnd Cily RcpMt Manager wbile Ille Cily Audilor & Comptroller, 3 Comptroller. Director of Financial Reponing, 
Treasurer. separaIC departmenl. reported 10 (be Mayor and Director of Deb I Management lind lhe City 

Council. 11Iis struClwe did not promote Treasurer repon directly 10 Ille CFO. This 

I 
coordinalion. comlllunications. IIccounl.ilbility or 
transparency. One of (he first changes I made 

item h~s bcCll accepted by Internal Audit as 
remedialed 

UpOI1 Ulking office was (0 create the posilion of 
Chief financial Officer (crO) who is responsible 
for wh~t I am calling Ihe Departmenl of Finance. 
111e Cr:o is ullil'llalciy accounlable for the 
accuracy and credibility oflhc City'S financial 
reporting. 

TIi\~ Director of Planning. Budgeting and Finllncial Mayors 8/24/06 Yes COInpletcd per the 10/5106 i 51 Mayor Kroll SUlluS Oct-06 NA Yes· V.>rilied. per Financial Management 
Analysis Managemcnt Direclor) should Response 10 repon. TIll! Financial Management Direclor Mission SllIlemCllI from Cily Inlranet Sile, 
report to (bc CFO and have principal Remedial repons,., 10 UIC cro ~nd has primary the Financial Management Director has 
responsibililY ror preparing an anllmll budget. a RecornmcndlHions •""'pu....,,' ror preparing Ihe annual budge!. primary responsibility ror preparing Ihe 

2 
monthly budgel with comparisons of budget 10 
actual results year-Io-dale. anlilyses ofvllriances 

Found in Ihe Kroll 
Report 

Qmlrterly reports have been provided 10 the City 
Council and public. 

annual budge!. Addilionally. verified per lhe 
City Organization Chan, Ihe Financial 

and a qWltlerly repol110 Ihe Ciry Coullcilllnd ManagelllCIlI Director rL"JXll1S directly 10 the 

public sctting forth budgel versus aCIUlII rcsullS. CFO. TIlis·item has been accepted by 
Internal Audit as. fC10edialed 

Exhibit G Page I of8 



Exbibit G Internal Controlltems with a Direct Impact on Financial Reportjng - Control Environment 

Item 
Dl:scrlpll(lli ;)r

Number 

The City Treasurer should report 10 the CFO alld 
have prinei pal ~rol1sibility for a II treasury 
functions for Ihe Cily, 

3 

111e CFO should have primary responsibility for. 
and have as direct reporL~. personnel with 
funclional authorilY over, accounting alld financial 
llJIalysis, treasury. planning and budgeting and 
financial reporting. 111;s should includ(; aulllorilY 4 
over those r~ponsiblc for all in fonnalion systems 
required by these functions, 

'!lle Budget Direclor should repon dir«:lly to the 
ero and have principal responsibility for 
preparing lin allnual budget. 11 monthly budgel 
with comparisons ofbudgclto aClual rcsults year­
l<raate. analyses of variances. and a quarterly 
report 10 the City Council and sening rorth 

5 budgeled versus aClual results. The Budget 
Din'Ctor's Ornee should servc 8S a resource for 
fimmcj~1 analysi~, pl31lrling assistance, and 
services 10 oUlcr eilY depart ments lIIld agencies. 

Source 

Mayors 8124/06 
Response to 
Remedial 
Recommendations 
Foulld in the Kroll 
Report 

Mayor's 8J24/06 
Response to 

Remedial 
Recommcndations 
Found in tile Kroll 
Report 

Mayor's 8/24/06 
Response 10 

Remedial 
Recommendations 
Found in fhe Kroll 

R"'f!Ort 

Remediali;)II 

Complete per 
Remedial Actions taken by Mll!!lIgemenl III 

Management? 

Yes Completed per the 10/5106 I sl Mayor Kroll Slatus 
report, The City Treasurer and Ihe Budget Direclor 
report directly 10 Ihe CFO, 11le CFO has authority 
over accounling and financial analysis.ln::asury. 
fiscal planning. budgeting and financial reporting 
and the sySlems Llml support Ihese responsibilities. 

Completed per the IOJ5/06 ISI Mayor Kroll SllIlllS 
report. 11\e Cily Treasurer and the Budget Director 
report directly to Ihc CFO. The CFO has authority 
over 3QCounti ng and financial analysis, I.reasury, 
fiscal planning, budgeting and financial reponing 
and Ihe systems that support these responsibilities. 

Yes 

Completed per tlle 1015106 151 Mayor Kroll Status 
report 11le City Treasurer lUld Il,C Budget Director 
report dircctly 10 Llle CFO, 111e CFO has authorily 
over accounling lind Iilllll1cilll analysis. treasury. 
fiscal planning. budgeting and financial reporting 
and the syslell)s Ihal suplJQrt these responsibilities. 

Ycs 

Date 

Reported a~ 


Rcml.'dlated 


121 

OCI-06 

OCl-06 

Ocl-06 

Estimated 

Complellon 


DatI.' ptf 


Mllnagl1fiumt if 

Remediation 

Not Completl.' 


NA 

NA 

NA 

Te-!lted by Internal Audit? 

Yes· Verified. per Treasurer's Mission 
Stlltement from Cily intr.md Site. Ihe 
TreasurCf has responsibilily for all 
treasury functions. .!lv verified P("T,1:", 

Illc City .t>" '1,,,1101'1 Chan, the City 
TreasuK'f reports dirac!!y 10 the CFO. This 
item has been accepl~'<I by J.nlcmal Audit as 
rCflledinloo 

Ycs • 11lc personnel witll the runclionsl 
authority over. accounting lIIld financial 
aoa lysis. treaSury. and budgeting 
and financial all report 10 Llle eFO, 
SQC Bern number I above. 
v...Tified CFO ''-'IM.$il:;m~y per the Personnel 
Class SpeciHcalion for the CFO P0511ioll. 
This ilCm Ims been accepted by Internal 
Audil as remediated 

Ycs - Se<? I!em nUlllbcr 2 above. 
Additionally, verified per Ihe Financial 
Management City Inl.nmel Site, U,C Financial 
Management Depanmelll's description is (0 
"provide sCf\lices 10 Ihe Mayor and sCf\le as 
~n imernal I1scal consulla!1tlo OiJ1CT City 
deparlmcnts," 111 is ilem has been accepted 
by Internal Audit as remediatcd 

I 
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Exhibit G
Internal Control witb a Direct Impact on Financial Reporting - Control 

lIem 
Number 

Descrlpllon or Finding Sourre 

R~lJledi8l.ion 

Compicte per 
Mallagemen!? 

Remedial ArtiollS laken by Maf]ag~mcnl II! 

Dale 
Reported as 
Reme(!laled 

12J 

Estimated 
Complclion 

Date per 
Management if 
Rcm~iallon 

Not Complete 

Teste(! by Internal Audit? 

6 

TIle CilY Treasurer should report 10 Ille CFO and 
h~ve principal responsibility for all treasury 
funclions for the City. TIle Office of Ih~ Treasurer 
and Ihe dUlie;; assigned to Ihat Office shall be as 
o1herwise described in the Cily Charter. 

Mayor's 8124/06 
Respoflselo 
RemediHI 
Recommendations 
Found il11ile Kroll 
Report 

Yes Compleled ptr the 1015106 lSI Mayor Kroll Statu.<; 
report. TIle CilY Treasurer ilJld the Budget Director 
repon directly to U1C CFO. TIlc CPO has authorilY 
oller aCCOllnting and financial analysis. treasury. 
fiscal planning. budgeting and financial reporting 
lind the syslems Ulal support these responsibilities. 

Ocl-06 NA Yes· See Item number,3 above. 
Additionally. verified City Treasuwr dUlies 
per City Charter Article V. Section 45. TIlis 
item has been accepted by Internal Audit as 
remediflted 

1 

Establish the position ofCity Comptroller 
responsible for accounting and financial reporting. 
in"I",li ..." preparntiQn orlilc CAfRs ill1d reponing 
to IhcCFO 

Mayor's 8/24106 
Response 10 

Remedial 
Recommendations 
Found in the Kroll 
Report 

Yes SubsllInlililly romplctt: per the 4/9/07 51h Mayor 
Kroll Status report. TIle Cily has assigned 
'iualifitu personnel 10 serve in Ule capacity of 
Comptroller (Deputy Comptroller unti I Ihe Charter 
is amended) illld Direclor of Financial Reponing. 
City management believes the establishmenl of 
permanent ofCompuoller will require an 
amendment 10 Ihe Ci Iy Charter and perhaps UH~ 
Municipal Code. 

Apr.o7 NA Yes· Alihn']gh the establishment ora 
pcrmanelll orCity Comptroller will 
require <I Chimer change. management has 
assigned Levin Illes;: dUlie;; ill Ihe 
interim. RC'IIiewed the City Comptroller lob 
Classificlliion created hy Personnel and 
veri lied thai Ule Comptroller is responsible 
for accounting and financia II'1..j)orti ng, 
including preparnlion orllll: CAFRs and 
reponing 10 Ihe CFO. TIl is item has beL'11 
acccpled by Internal Audit (IS remediated. 
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Exhibit G Internal Items with a Direct Impact on Financial Reporting - Control t 

Uem 
Number 

Dl.'sl.'riplioll of Flndl"g S()IH"Ce 

Remediation 
C()mplcfe per 

Managemellt? 
Rcmedlal Actions takl:J1 by Management III 

Dale 
Reported as 
RemcUlall.'d 

121 

&5timliled 
Complellon 

Dale per 
Managemenl jf 

Remedialion 
No! Complete 

Tl.'$ted by Internal AIlI.IlI? 

8 

Establish Ihe posilioll of Director of Financial 
Reporting responsible for the prepara! ion of the 
City's periodic financial statements. 

Mayor's 8124106 
Response to 
Remedial 
Recommcndalions 
Found in the Krull 
R(,.'P0rl 

Ycs Substantially complete per Ihe 4/9/07 Sih Mayor 
Kroll Status rcporL 1111.' City 11as assigned 
qualified personnel to serve in the capacity of 
Comptroller (Depuly Complroller ul)lil the Charter 
is amended) and Director of Financial Reporting. 
Cily management believes iJ1C CSlablishment of 
permanent position or Complroller will require an 

amcndment to the e'ly Charter and perhaps the 
Municipal Code. 

Apr-07 NA Yes" The Clly has assign«l Tracy McCrancr 
to serve in the capacity 11& Director of 
Financial Rep(Jning. Auditor reviewed Ule 

Director of Financial Reporting Job 
Classilic81ion created by Personnel and 
v~'Tified lhal (he Director of Financial 
R, is responsible for (he preparatioll 
oftlle City'S periodic financial statements, 

TIlis ilem has been accepled by Internal 

Aud" as rcmOOiat«l. 
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Exhibit G 
Internal Control Items with a Impact on Financial Reporting - Control Environment 

EslimllU:d 
Remedlatloll Date CompleHon 

lIem 
Number 

DC!lcription of Filldillg Source 
Complete per 
Management? 

Remedial Ar!lons taken by Management III 
Reported as 
Remediated 

Dalf per 
Managemenllf 

Tested by Jiller-llat Audll? 

121 Remediation 
Not Complete 

111c OperatiOlls Division in Ihe Auditor's omce A&C Intclllal Yes TI,e City has assigned qualified pt'TSonncl to serve Oct·07 NA Yes· Verified pcr the ComplrolledCulTcnUy 

historically has been responsible for preparation of Control Report in Ute of Dir.e<:tor of Financial n _I" ....."'. Auditor and Comptroller) Cily Intranet Site, 

U\C City's CAFR. TIlis division was responsible TIllS position reports directly to !.he Comptroller, lilat a Financial Reporting Division has been 

rOTa wide vllliety accnunlinQ who in llIm reports to the CFO, In addition, the esulblishoo and is responsible for providing 

operations and contains npproltilrla!cly 2/3 of the Director of financial Kcpofllng is tile manager of financial sllIlemen/s and ilIa! the Accounting 

Audit department's slafr. All oflhese individuals thc Financial Reporting Division wiUlin Ihe Operations Division is now responsible lor 
reported 10 OIlC division manager. who was Comptroller's office. Ibis Division is responsible overseeing the day 10 day operations. In 

responsiblo;: for overseeing a myriad ofday·!o-day for CAFR prcparaLion. TIle day 10 day funclion~ 0 place of a Chief Accountanl, City 

functions. TIlis eXlremely large span of conlrol City-wide operations is now handled Management creak"!! UIC of Dircclor 

led, in our opinion. (0 an incvilllble dilution in Ule bYllle Opcnuions and Disbursements offinaflcial Reporting, See item numher 8 

quality lind limeliness of mallagemom I oversig.ht of Division within Ihe Comptroller's office. above. TIlis item has been acceptoo by 
the CAFR precess. Responsibilities ror the CAFR Internal Audit as remedialcd. 

9 prepllnllion were not confined to a discrete greup. 
but raU1Cl' were allocMed among an c){cessi vely 
large number of individuals wilhinlhe department. 
TIl is presented challenges in the coordination. 
communicalion, accounlllbility lind supervision 
problems 1l1reughout Ihe CAFR preparation 
process. TIlererore, <I Financial Reporting 
Division should be established. vanous duties 
among the A&C operating division sbould be fC>­

aIlDelll&!, a Chiefaccounlanl position should be 
cr<:aled. 
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Exhibit G Jnternal Control Jtems with a Direct Jmpact on .Financial Reporting - Control Environment 

Item 
J'linmber 

Description of Finding Source 

Remediation 
Complete per 
Management? 

Remedial Actions taken by Management III 

Date 
Reported as 
Remediated 

121 

Estimated 
Completion 

Date per 
Management if 
Remediation 
Not Complete 

Tested by Internal Audit? 

10 

Although various mcchanisms arc currently in 
place which arc typically suppOltive ora positive 
control environment, a gencral reluctance on the 
pmt of stall' at all levels to engage in discussion of 
contlUvcrsial issues exists. While communication 
Jlows freely from management down through the 
organization, we noted there is no lormal process 
for communicating information up fium the line 
level to the most senior levels of management in a 
contldentialmanner. With the exeeption of 
policies governing the rep0l1ing of specilie 
activities or instances, we noted that there is 
generaJlya reliance on the chain of command for 
communication of inllHmation to management. 
The conduits that do exist arc often puhlic forums 
and therefore may discourage some discussion of 
sensitive issues. Thcrclbre, the City should 
implement bi-annual, manda(01), value-based 
ethics training lor all management personnel and 
elected ollieials. In addition, an employee hotline 
should be established. 

A&C Intcl11al 
Control RcpOlt 

Ycs Employee Hotline e.';tablished and maintained by 
Office of Ethics and Integrity (OEI) since 
December 2005. \1andatOl)' training was subject 
to meet and confer which has been completed. 
11le training is compliance based and values based. 
Compliance based training began in August 2007 
and is ongoing. Values based training hcgan in 
October 2007. Due to limited resources, the 
training will have a phased roll out over the next 3 
years. In addition, OEI has put together a training 
policy that describes the who, what, when, where 
and why of the ethics training. Also, 
Organizational Effectiveness Program no longer 
exists, however, the establishment of OEI and 
required training satisfy the findings. 

Oct-O? NA Yes - Velified per the Olliee of Ethics and 
Integrity (OE1) training policy, value based 
ethics training will be required for all City 
c'mployees, with specialized ethic based 
It'.adership training lor unclassific'd 
employees. Additionally, OEI has 
established an employee hotline. The hotline 
is serviced by an independent 3rd palty 
provider known as The Network. This item 
has been accepted hy Intemal Audit as 
remcdiatcd. 

II 

Communication between and transmission of 
infonnation between the Auditor's olfiee and the 
operating dcpmtments is weak. Therclhre, the 
requirement of the intc'l11al control evaluation will 
need to continue to increase the quality ofCity­
wide controls. 

A&C Intemal 
Control Report 

In process ,The requirement of the intemal control evaluation 
will continue to be a pliority per Municipal Code 
22.0708, which requires the City Auditor to 
complete an annual evaluation of intc'lnal controls 
over financial reporting. This repmi is due on or 
hefore January I ofeach year. 

NA Ongoing No 
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Exhibit G 
Internal Control Items with a Direct Impact 00 Financial Reporting - Control Environment 

E.ttm:!.Ied 

!rem 
Numher 

Des~r!ptlon of Finding Source 

Remediation 
Complete per 
Management? 

Remedial A(llons taken b)' Managemcnt PI 

Date 
Reported as 
Rcmcdlated 

121 

Completion 
Date per 

Management if 
Remediation 

Not Complcte 

T~tcd by Internal Audit? 

12 

Support the creation of standardized Citywide 
policies and procedures to ensure that controls for 
simi lar transact ions arc consistent across 
deparlments. 

A&C Internal 
Control Report 

In process Hiring of project manager to facilitate devclopment 
of pol icies and documt:1ltation of departmental 
procedures demonslrnting internal control over 
linancial a.~sctS. financial reponing. and recording 
of financi3ltI<lnsaetions. 

NA To be 
determined 

No 

Actions remaining: Development of policies and 
documenLation of departmental procedures. 

13 

It appears Ihat errors and omissions in the CA FR 
werc caused by a variety of issues identified in the 
2006 Repol1 on InK'1llal Controls. While the City 
has made a numbl'T of personnel and process 
change<; sinee June 30. 2002, it must continue to 
reorganize and reline its processes and train its 
personnel in order 10 improve internal controls. 
n,e City nceds to reduce to a suniciently low level 
the risk of errors or fraud material 10 the financial 

Mayor's 8/24/06 
Re;ponse to 
Remedial 
Recommendations 
Found in the Kroll 
Report 

In process During remediation and reporting of the items 
addressed in the Kroll Repon. Internal Audit is 
also lrucking and testing the remed iation efforts 
taken on all internal conlrol 
lindings/weakncssc.<lerrors as addressed by 
previous Internal Control Reports and Independent 
Auditor Reports. 

NA Ongoing No 

statements. 

14 

By June 30. 2007 the CFO shall have tested and 
remediated the internal control weakness 
identi fied in Ihe Auditor and Comptroller's 2006 
Report and in Lhc OlanagclRCflt letters of the City's 
olltside auditors. 

Mayor's 8/24/06 
Response to 
R~lIledial 

Recommendations 
Found in thc Kroll 
Report 

In process During remediation and reporting of the items 
addrL"SScd in Ihe Kroll Report. Internal Audit is 
also tfllcking and testing the remediation efforts 
taken on all internal control 
findings/weaknesses/errors as addressed by 
previous Interna I Control Reports and Independent 
Auditor Reports. 

NA Ongoing No 
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Exbibit G Internal Control Items a Direct Impact on Financial Reporting - Control Environment 

Esllrnalt'd 

Item 
Number 

Descrlpllon or Finding Sourl.'e 

RClnediatioll 
Conlplele per 
Management'! 

Remedlal Actions lakeil by MllnagtmClI1 III 

Dale 
Reporled as 
Remediated 

III 

Complttion 
Ollie per 

Managel1lent ir 
Rcmcdlallon 

Nol Complete 

Tested by Ili/trual Audit? 

11\e CFO should submillo thc Mayor and City 
Council. ilnd dissemina.Le 10 the publ ic. a report 
that describes testing Lhal has boon completed. 
remediation undenaken.llny inlemal control 

Mayor's 8124106 
Response 10 

Remedial 
Recommendations 

In process During remedialion lInd reponing orille ilems 
addressed in the Kroll Report, Internal Audit is 
i1lso tracking and testing the remediation efforts 
takcn on all i('!lernal control 

NA Ongoing No 

15 weaknesses nOI yel remediatcd and addilional 
maleli~1 weaknesses ideOlified. 

Found in the Kroll 
Repon 

..," "V" as addressed by 
previous Internal Control ReportS and Independent 
Auditor Reports. 

Poo!rlOles: 

{I] Per inronnalion provided to Internal Audit by Management Starr and inf0!111alion provided via Illc MaYOl'll1 Kroll SWIUS updates. 

(2) "Dale Reponed" refers 10 the date the finding was reported as remedialoo via: II M\.'1TIns from Management. 2) MayOI".l1 Kroll Slat us 
Repofls. J) Swtus Reports (0 IntCJTIal Audit from Process OWJlers. 4) lndependet1! Auditor'S Repons lind 5) Repon froln John Dyer. 
Mayoral Consultant. 10 Internal Audit. 
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