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

Exhibit H

misclassifications.

Report

reflect Muni/Metro expenditures, Allocation
methodologies and documentation, and
Allocations versus direct chacging.

Estimated
Remediation Date Completion
: N\ljlr:rt:’er Description of Finding Source ]\C.l‘:l::gl::;:; Remedjal Actlons taken by Management [1] 2:]::;:::‘:; M a:?: ;::]:; ir Tested by Internal Audit?
12) Remediation
Not Caniplete
IThe City (CFQ) should develop an adequatcand | Mayor's 8/24/06 Yes Training policics were created by all the Oc1-07 NA Yes - Approved Training Policies were
effective training program for inance employees | Responsc (o departments under Ihe Office of Finance. Policics reviewed lor Intemal Audit, Compiroller's
to ensurc that they yaintain competency and Remedial were provided to Jay Goldstone (COO/Acting Office, Treasurer's Office. Debt Management
remain current in such arcas as financial Recommendations CFO) and Labar Relations. StafT (rom the Labor and Finance Management (o ensvre that the
management, external and intemnal financial Found in the Kroll Relations office reviewed the policies and provided policies included training requirements that
| reporting and reliable public disclosure. Repon copies to MEA to determine if any" meet and would ensure stafT matntain compelency and
confer” would be required - none were required. remain current in their respective leld/area.
Jay Goldstone approved all the training policies on This item has been accepted by Internal
1176/07. Audit as remediated.
The City should educate the ¢mployecs Mayor's 8/24/06 Yes MWWD has cstablished a documented trining Oct-07 NA Yes - Training Plan was reviewed. Per the
responsible for recording sewer invoices on how to| Response to plan requiring annual training to all MWWD Training Plan, taining is 10 occur on an
identify the appropriate supporting documentation | Remedial analysts, accountants, and accounts payable siaff. annual basis. Auditor also reviewed the
for Municipal and Melropolitan allocations in Recommendations The baining topics are: Muni/Metro Accounling. agenda and appointment list of training
5 order to reduce the likelihood of significant Found in the Kroll Importance of input documenls to accurately aliendees for the [irst annual training that

commenced on Junc 14, 2007. This item has
|been accepled by Internal Audit as
remediated.
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Estimated
Remedintion Date Completion
N:‘:.:" Description of Finding Source ﬁ::‘:’g]:;::i: Remedial Actions (aken by Management |1) :if:e:::::; Mn::;:‘l:t it Tested by Internal Audit?
12] Remediation
Not Complete
Funding should be added to the budget 10 ensure  |Mayor's 8/24/06 Yes A comparison of FY2007 budget for Officc of Qc1-07 NA Yes - Because (he ilem specifically calls for
adequale troining of personnel to ensure that they |Response to Finance employee training lo FY2008 budget for ozining regarding ““financial reporting
remain current on financial reporting standards. | Remedial employee training shows an increase of $289.550 slandards™, auditor reviewed (he budgetary
Recommendations or 305%. Per 2/21/07 4th Mayor Kroll Status information for the departments that are part
By providing adequale training budgets to Found in the Kroll report: Continval. Many of the accounling stafT of the Ofice of Finance, as these are the
departments. the City can ensure that stalT Report within the Auditor & Comptroller's Office has positions that would bencfil from stafT
maintain the knowledge, skills, and abilitics to gone Lo al leas) one training session during this remaining current on financial reporting
3 effectively accomplish department goals and fiscal year. Specific funding will be included in standards.
objectives while complying with applicable laws | A&C Intemal the fiscal year 2008 budget for addilional (raining
and regulations. Control Report opportunities in both this Auditor’s budget as well A comparison of the FY07 budget to the
as in the Financial Management, FY08 budget for the Office of Finance
Depariments, showed a (olal increase in the
amount of funds budeeled of 305%. This
itein has been accepled by Internal Audit as
remedialed.
Classification of Metro versus Muni expenses is | A&C Internal Yes MWWD has established a documented training Qct-07 NA No
inadequatcly controlled. Conuol Report plan requiring annual Iraining 1o all MWWD
analysts. accountants. and accounts payable siafT.
i The training lopics are: Muni/Metro Accounting,

bnportance ol input documents Lo uccurately
reflect Muni/Metro expenditores, Allocation
mcthodologies and documentation. and
Allocations versus direct charging.
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ftem
Number

Description of Finding

Source

| Remediatlon
Complete per
Management?

Remedial Actions taken by Management {1}

Date
Reported as
Remediated

12

Estimafed
Compietion
Date per
Managemeit if
Resmpediation
Not Complete

Tested by Internal Audit?

Training of City staff and elected officials
regarding their disclosure obligations under
federal and state securitics should be conducted no
less frequently than every two years,

Mayor's 8/24/06
Responzc 1o
Remedial
Recommendations
Found in the Kroll
Repon

Certain elected officials yeceived disclosure
Uaining related 1o obligations under federal and
state securilies on 3/6/07. The taining was
pravided by ousside disclosore counset from
Hawkins Delaficld & Wood LLP. In addition, on
4/9/07 traiming was provided by the City’s
indcpendent auditors from Macias Gini &
O'Connell LLP.

For City staff, 2 two-part iraining session was
conducted by oulside discloswre counsel oo April
25 and 26, 2007, The session on 4/25/07 included
the Mayor, the Executive Team and Community &
Legislative Services siaff. The session on 4/26/07
was provided to deparimental staff that directly or
indirectly contribute (o preparing or reviewing
language that becomes part of the City's or an
Agency's disclosure.

The City's Disclosure Controls and Procodures are
in the process of being amended to require that
disclosure abligations training under foderal and
state securitics be conducted no less frequently
than every 2 years. Cusrently, the controls and
procadures require disclosure tvaining but are silent
on the frequency of recurring Uaining.

Oct-07

NA

No

The CFO. in consiliation wids two newly created
entities - the Auditor General and the Audit
Cosunittee, should assume oversight authority for
an effective annual training program for the
finzncial reporting staff who report ta them,

Mayor's §/24/06
Response to
Remedial
Recommendations
Found in the Kroll
Report

internal Audit created an audit program for an
annual review of raining policics/programs
matntained by alt departments under the Office of
Finance. Jay Goldsione (COO/Acting CFO)
approved the audil program on 11/6/07.

Oct-07

NA

No
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Estimated
Remedlation Date Completion
N:I;T;er Description of Findlng Source ;2:::::;"; Remedial Actions taken by Management |1) ::E:Er:l:; Ma:?:;:'::;t i Tested by Internal Audit?
12] Remediation
Not Complete
The lack of adeguate training, whilc prevalent A&C Inlcmal In Process | Training of City stalT - sec actions for items | -6. NA Jun-08 No
throughout the City organization was, particularly |Control Repon
acule in the Auditor’s professional safl. The The Business Operations/Administration
accounling and reporting of municipal financial Departinent sent an initial request to Deputy
transactions is a complex subject malfer area Chiefs and Department Heads 10 review and make
govemned by numcerous accounting rules and reccommendalions (update, repeal, rewrile, elc.) 10
slandards - many ol which arc highly conceptual ARs under their responsibility. We have recently
in nature and clusive in their proper inlerpretation begun to request updates on a bimonthly basis.
and application. Some ARs huve been updated and new ones have
been established. However, there arc still many
The Cily is at risk of being non-compliant with existing ARs requiring aclion. Once we have
laws and regulations. Ensure departinent and stafT| updaled all ARs (larget dalce is Junc 30, 2008), the
7 Business Operations/Adminisiration Department

are familiar with pertinent laws, repulations, and
business practices and fcchniques to facilitate the
eiTective and efTicicnt perfonnance of their duties.

will send a memo in January of each year
reyuesting a review of Citywide Policies and
Procedurcs.

In addition, as ARs, and policies arc updated, a
miemo from the Chief Operating OMicer is issucd
with a list of the update/new policies and
procedures in place and the documents are posted
on the in(ranct.

Footmotes:

[1]1 Per inlformation pravided to Intemnal Audit by Management StaiT and information provided via the Mayoral Kroll Sialus updates.
[2] "Date Reponted” refers to the date the finding was reporied as semedialed via: 1) Memos from Management, 2) Mayoral Kroll Status
Repons, 3) Stalus Reports (o Internal Audit from Process Owners, 4) Independent Auditor's Reponts and §) Report Irom John Dyer,

Mayoral Consullant, to Intemal Audit.
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