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AUDIT COMMITTEE MEETING

MINUTES

TUESDAY, SEPTEMBER 6, 2011

10:00 AM

MEDIA BRIEFING CENTER, CITY HALL

Committee Present:

Staff Present:

Councilmember W. Reed Williams, District 8, Chair

Councilmember Ivy R. Taylor, District 2

Councilmember Rey Saldana, District 4

Sheryl Sculley, City Manager, Peter Zanoni, Assistant City

Manager, Michael Bernard, City Attorney; Leticia Vacek,

City Clerk; Ben Gorzell, Chief Financial Officer; Kevin

Barthold, Acting City Auditor, Charles Hood, Fire Chief;

Troy Elliot, Finance Assistant Director; Mark Bigler, Audit

Manager; Brian Williams, Audit Manager, Danny Zuniga,

Auditor IV; M. Bernadette McKay, Deputy City Attorney
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CALL TO ORDER

Chairman Williams called the meeting to order.

I. Approval of minutes from the May 25,2011 meeting

Councilmember Saldana moved to approve the meeting minutes of May 25, 2011.

Councilmember Taylor seconded the motion. Motion carried unanimously by those present.

Chairman Williams informed the Committee that Mayor Castro had selected the two Citizen

Audit Committee members. In order to accommodate a scheduling conflict, he requested that the

Audit Committee meet the first Tuesday of the month at 2:00 p.m. It was the consensus of the

Committee to schedule the Audit Committee Meetings as requested Chairman Williams.

II. Approval of the Fiscal Year 2012 Draft Internal Audit Plan for Submission to the

City Council

Chairman Williams thanked Kevin Barthold and staff for providing the Internal Audit Plan in a

timely manner. Mr. Barthold reported that the proposed Audit Plan would provide for 17 new

and five follow-up audits. In response to Councilmember Saldana, Mr. Barthold explained that

staff had allocated approximately 1000 hours in the proposed plan to address special concerns of

City Council/City Management. Chairman Williams stated that he had requested that the 311

System Audit be removed from the Audit Plan as the City is transitioning to a new system. Once

the new system is in place, an audit could be conducted.

Councilmember Saldana moved to forward the 2012 Audit Plan to the full Council for

consideration. Councilmember Taylor seconded the motion. Motion carried unanimously.
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III. Items requiring individual briefing(s)

Presented by Kevin Barthold, Acting City Auditor

A. Final Reports to be discussed

i. Project No AUlO-Olla Audit of Contract Procurement and

Monitoring - HD Supply Facilities Management Contract

ii. Project No. AUlO-OllOb Audit of Contract Procurement and

Monitoring - Office Depot Contract

Mr. Barthold stated that both Project Nos. AUlO-Olla and AUlO-Ollb would be presented

together by Brian Williams.

Mr. Williams stated that the focus on both contracts was cooperative contract agreements. He

noted that the HD Supply Facilities Management Contract was made available for governments

to receive discount pricing on operational and other related maintenance repair supplies. He

reported that controls were not sufficient to ensure that the City received appropriate pricing and

discounts. Purchasing Staff and end-user Departments did not verify that the City received

appropriate pricing and discounts with the pricing schedule provided in the contract. He

concluded that staff did not identify any material over-billings by HD Supply during FY 2009.

Audit Staff recommended the Purchasing Director clearly define and communicate monitoring

responsibilities of the contract to end users; and ensure that adequate controls are included in the

City's new Automated Procurement System to address contractual provisions. He noted that

Purchasing concurred with the recommendations and developed a corrective action plan.

Mr. Williams reported that through the Office Depot Agreement, the City was to receive

discount pricing on office supplies. He stated that as of September 2010, the City had expended

$8.9 million and processed approximately 42,000 invoices through Office Depot. He noted that

the audit concluded that controls were not in place to ensure that the City received appropriate

pricing and discounts. Additionally, Purchasing Staff did not utilize the City's existing

procurement process to ensure billings and payments were appropriate. As a result, an overage

of payments for FY 2008 in the amount of $206,668 could not be adequately reconciled between

Office Depot and City Records. He added that the contract did not include any terms specific to

the City Environment which left the city vulnerable to risk of financial loss due to inappropriate

or inaccurate transactions. Recommendations were communicated to the Chief Financial Officer

who concurred with Audit Staff recommendations and developed a corrective action plan.

Ben Gorzell informed the Committee that the City currently contracts with Staples and cited the

implementation of the SRM E-Procurement component of SAP. He stated that the SRM

component would enhance the process and set appropriate controls in place regarding the

contract.

Councilmember Saldana moved to accept the audits for the procurement process as presented.

Councilmember Taylor seconded the motion. Motion carried unanimously.
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iii. Project No. AU10-004 SAFD Payroll System

Mark Bigler reported that due to the lack of information technology and management controls,

there is no assurance that the SAFD is properly tracking and accounting for personnel costs. He

stated that the PayFire application utilized had: 1) No login or monitoring controls; 2) No audit

trail of payroll transactions; and 3) User and password access controls were not adequate. He

detailed a list of recommendations to include:

• Implementation of user controls aligned with A.D. 7.6 Security and Passwords

• Collaboration with ITSD to modify the PayFire-to-SAP upload script to use employee

numbers instead of social security numbers

• Perform/document reconciliation when data is uploaded from PayFire to SAP

Fire Chief Charles Hood thanked the Audit Staff for their work and stated that SAFD concurred

with the recommendations. He provided an overview of the corrective action plan to be

implemented. In response to Councilmember Taylor, Chief Hood responded that the PayFire

System was a stand-alone system utilized to address the difficulty of Fire Personnel scheduling.

He stated that the SAFD would transition from the PayFire System to the TeleStaff System and

that the TeleStaff would be integrated with SAP.

Chairman Williams asked of asked of a reasonable amount of overtime paid on a percentage

basis. Chief Hood stated that a policy had been implemented that would not allow overtime

above 43 percent unless authorized by the Fire Chief.

Councilmember Saldana moved to accept the SAPD Payroll Audit as presented. Councilmember

Taylor seconded the motion. Motion carried unanimously.

B. FY 2011 Audit Plan Status Update

Mr. Barthold reported that seventeen audit reports had been issued the 2011 fiscal year with six

(6) additional audit reports in the management response phase. He stated that staff had

anticipated to have issued over twenty audit reports this fiscal year which was far above

expectation. He highlighted several plans that had fallen behind schedule but are currently in the

management response phase. Councilmember Williams expressed concern with the simplicity of

the Audit Plan Matrix and requested to include the elements of the work break down structure for

each audit.

Councilmember Saldana asked of the increase from 13 audit reports completed previously to an

estimated 20 audits completed for 2011. Mr. Barthold responded that the increase in completed

audits was contributed to a better awareness of project management and focus.

IV. Executive Session

Executive Session was not held.
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V. Consideration of items for future meetings

A. Next Meeting Date: October 4, 2011

Chairman Williams announced that the next Audit Committee Meeting would convene on

October 4, 2011 at 2:00 p.m. He reiterated that the Audit Committee would meet at 2:00 p.m.

VI. Adjourn

There being no further discussion, Chairman Williams adjourned the meeting at 11:10 a.m.

ATTEST:

W. ReefrWilliams, Chair

cia M. Vdcek, TRM0CMC

City Clerk
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