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HONORABLE IGNACIO DE LA FUENTE, PRESIDENT
AND MEMBERS OF THE CITY COUNCIL
Oakland, California

President De La Fuente akttmbers of the City Council:

SUBJECT: CITY AUDITOR’S QUARTERLY REPORT ON THE STATUS OF
RECOMMENDATIONS FOR THE QUARTER ENDED MARCH 31, 2002

Attached is a copy of the Ciuditor’'s Quarterly Report on thetatus of Recommendations for
the Quarter Ended March 31, 2002. The purpose ofdipisrt is to informthe Council of areas
where changes in procedures cbuésult in better controlgyreater efficiencies and reduced
opportunities for the lossf City resources.

Prepared by: Issued by:
ALTON JELKS ROLAND E. SMITH, CPA
Assistant to the City Auditor City Auditor
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STATUS OF RECOMMENDATIONS FOR QUARTER ENDED MARCH 31, 2002
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Report Title/#: Office of Parks & Recreation, Rotary Nature Center Operations Report; # 01 006

Report Date: January 23, 2002

Background: To determine whether the Office of Parks & Recreation (OPR) had implemented the many
recommendations that the Office of the City Auditor had made during an audit of OPR in 1997.

Center did not have
adequate controls over
collecting,
safeguarding and
depositing funds.
Therefore, we have no

all of its recreation
centers:
(1) post signs stating “Ask
for a receipt for your
payment” at all fee
collection points;

AUDITOR’S RECOMMENDATIONS STATUS IMPLICATIONS IF
FINDING UNACHIEVED

1. OPR did not e OPR should e In process. Potential for misappro-
implement immediately implement priation of funds
recommendations that at all its recreation collected, as well as
we had made as a centers the improper payments
result of our audit in recommendations we and purchases.

1997. made in our previous
report, as well as the
new recommendations
we are making in this
report.

2. As instructed by the e OPR, in conjunction e In process. Potential for misappro-
former Director of the with the Advisory priation of funds
Rotary Nature Center, Commission, should collected, as well as
the Advisory Council help the Center form a improper payments
stopped meeting in new Advisory Council and purchases.

May 1996. Moreover, immediately, and

the OPR’s Advisory ensure that Council

Commission took no members are trained to

action when the carry out their duties

Advisory Council and responsibilities.

stopped meeting.

3. The Rotary Nature e We repeat our e In process Potential for misappro-
Center kept little or no recommendation, as priation of funds
accounting records or stated in Finding #2., collected, as well as
supporting documents that OPR, in improper payments
for funds collected or conjunction with the and purchases.
disbursed, and did not Advisory Commission,
submit the required help the Center form a
quarterly financial new Advisory Council
statements and reports immediately.
to the Parks and
Recreation Advisory
Commission.

4. The Rotary Nature e OPR should ensure that | ¢ In process. Potential for misappro-

priation of funds
collected, as well as
improper payments
and purchases.
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assurance that all
revenues were
accounted for.

(2) require that only desig-
nated employees receive
cash and checks from the
public and issue receipts;
(3) use receipts that are pre-
numbered and issue them in
sequence;

(4) require the Center
Director, or a designated
employee, to maintain
copies of all receipts, and
investigate any that are
missing;

(5) keep all cash and checks
in a safe until they are
deposited;

(6) deposit receipts in
accordance with “Admini-
strative Instruction (IA)
#1022,

(7) Itemize all deposits, so
they can be traced back to
the receipts book.

5. The Rotary Nature
Center did not have
adequate controls over
expenditures. The
former Center Director
pleaded “no contest” to
a charge that he had
embezzled $2,192 in
City funds. Additional
expenditures totaling
$54,889 were
unsubstantiated, and it
is likely that many of
these funds were for
unauthorized purposes.

e As stated in finding #2,
OPR, in conjunction
with the Advisory
Commission, should
help the Center form a
new Advisory Council,
and ensure that its
members carry out their
duties and
responsibilities. If the
Advisory Council
chooses to open a new
checking account, the
OPR should ensure that:

(1) the Advisory Council

approve all expenditures

and the issuance of each
check;

(2) there be two signatures

on each checks;

(3) authorized signors not

sign blank checks; and

(4) documentation is re-

ceived and maintained to

substantiate all
expenditures.

In process.

Potential for misappro-
priation of funds
collected, as well as
improper payments
and purchases.
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unauthorized $3,000
grant to an
organization.

unauthorized grant from
the organization.

6. The Rotary nature e We recommend that the | e In process. Potential for misappro-
Center did not OPR ensure that all of priation of funds
adequately safeguard its recreation centers: collected, as well as
property and (1) maintain a list of all improper payments
equipment. high value or easily and purchases.

pilferable property and
equipment;

(2) affix identification to
all such items showing they
belong to OPR;

(3) take an annual inven-
tory of such items; and

(4) keep all such items in a
locked area, to which only
the Center Director and one
other designated parson
have access.

7. The former Center e OPR needs to ensure e In process. Potential for misappro-
Director rented the that, in the future, its priation of funds
library and observation recreation centers do collected, as well as
room to two private not rent out their improper payments
organizations without facilities without proper and purchases.
the approval of the authorization.

Office of Parks and
Recreation or the City
Council.
8. The Center made an e OPR should recover the | ¢ In process. Improper payment.
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City Auditor’s Quarterly Report
January 31, 2002 through March 31, 2002 Page

Report Title/#: Review of the Management & Operating Agreement with Bay Area Parking Company;
#02 001

Report Date: January 2, 2002

Background: The Bay Area Parking Company manages and operates seven City owned parking facilities.

AUDITOR’S RECOMMENDATIONS STATUS IMPLICATIONS IF
FINDING UNACHIEVED

. No written e All Agreement changes In process. Mismanagement of
documentation for should be written and Agreement.
changes to the original added as amendments
Agreement. to the Agreement.

. Agreement has been e Negotiate and In process. Unstable garage
on a month-to-month implement a long term management.
basis since July 1997. Agreement.

Late implementation of | ¢ Improve timing and In process. Revenue loss.
parking fee changes. notification for

implementing fee

changes.
Cash over and short e Comply with In process. Revenue loss.
reporting not in Agreement or prepare
compliance with amendment to
agreement terms. document procedures.
Inadequate procedures | e Implement procedures In process. Revenue loss.
for returned checks. to ensure collection.

. No written e Document cleaning In process. Cleaning services and
documentation for services and fees in fees mismanagement.
cleaning services and writing and add to
fees. Agreement.

Expense for parking e Comply with In process. Expense
signs not in Agreement or prepare mismanagement.
compliance with amendment to
agreement terms. document cost
responsibility.
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Report Title/#: Audit of the Professional Services Agreement with the Medical Group at City Center;

#01 019

Report Date: January 2, 2002

Background: The Medical Group at City Center provided and administered

medical services program for Oakland.

an occupational and jail

AUDITOR’S RECOMMENDATIONS STATUS IMPLICATIONS IF
FINDING UNACHIEVED

1. The Agreement lacks | ¢ Future agreements e Implemented. Mismanagement of

necessary provisions. should have all Agreement.
necessary provisions to
protect the City.

2. Services performed e Future Agreements e Implemented. Mismanagement of
without an approved should be approved services.
Agreement. before services are

provided.

3. Duplicate invoices e Reimburse the City for | ¢ Implemented. Duplicate payments.

received and paid. duplicate payments
identified.
e Review other billings e Implemented. Duplicate payments.

and payments for
duplicates.

Report Title/#: Equipment Stores Inventory as of June 30, 2001; #01 075

Report Date:

September 25, 2001

Background: Inventory count at 5050 Coliseum Way and at 7101 Edgewater Drive

AUDITOR’S
FINDING

RECOMMENDATIONS

STATUS

IMPLICATIONS IF

UNACHIEVED

. No inventory

transactions entered
into ORACLE
Inventory System nor
in the MAXIMO Work
Order Management
System during fiscal
year 2001 due to
computer system
problems.

e The Equipment
Services Division,
Financial Services
Agency and Office of
Information
Technology should
work together to resolve
the problems with the
ORACLE and
MAXIMO systems.

e [fnecessary, an interim
database should be
developed to record
inventory transactions
pending operation of
the ORACLE and
MAXIMO systems.

Not implemented.

Management does not
know how many items
are on hand, or should
be on hand.

Potential is high for
inventory to be lost or
stolen.
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Report Title/#: Review of Office of Parks & Recreation’s Cellular Phone Bills; #01 035

Report Date: September 5, 2001

Background: To determine whether the Office of Parks & Recreation is in compliance with the City’s
Administrative Instruction (AI)-977, entitled Cellular Telephones and effective oversight is being provided
over the use of cellular phones.

procedures should be
more comprehensive.

Cellular Telephone
Responsibilities
document so that
responsibilities are
more clearly defined
and include recovery
methods in case of
nonpayment.

AUDITOR’S RECOMMENDATIONS STATUS IMPLICATIONS IF
FINDING UNACHIEVED
1. Personal phone e OPR should developa | e Implemented.
charges of $12,527 plan to collect the
were not reimbursed to $12,572 outstanding
the City personal cellular phone
charges from
employees.
2. OPR’s business e Employees should e Implemented.
cellular phone bills review all business
incurred charges of cellular phone bills
$10,807 because monthly to identify
employees exceeded personal calls and
service plan limits. reimburse the City
within 30 days from the
date the bill is received
as specified in AI-977.
3. OPR did not provide e OPR should performan | e Implemented.
effective oversight annual assessment of
over cellular phone the need for cellular
usage. phones.
4. OPR’s cellular phone | e OPR should revise its e Implemented.
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Report Title/#: Franchise Fee Audit of AT&T Broadband and Internet Services; #99 021.2

Report Date: August 11, 2000

Background: Audit of cable television franchise fees for years ended December 31, 1996, 1997, and 1998.

AUDITOR’S
FINDING

RECOMMENDATIONS

STATUS

IMPLICATIONS IF

UNACHIEVED

Franchise Fees

1. Section 6.002 of the
franchise agreement

to pay the City a

not later than May 1,

period ending
respectively, March

each year.

requires the Contractor
franchise fee quarterly,
August 1, November 1

and February 1 for the
preceding three month

31, June 30, September
30 and December 31 of

Since the Contractor
charges franchise fees
to customers monthly,
we recommend that the
Office of the City Clerk
consider, in negotiating
with the Contractor for
renewal of the
agreement, require that
the Contractor remit
franchise fees to the
City monthly instead of
quarterly.

Negotiations with the
City Clerk, City
Attorney and AT&T
are in process.

Lost revenue to the
City.

Underpaid Franchise
Fees

2. We found that the
Contractor had
underpaid the City
$162,623, including

interest and penalties.

The Contractor should:

Pay the City the
$162,623 due through
December 31, 1998
Calculate and pay the
City any amounts due,
including interest and
penalties, for the period
January 1, 1999 to date.
Assure that in the future
the franchise fees paid
to the City are accurate.

The City Auditor has
billed AT&T for the
$162,623, plus
interest and penalties
up to December 31,
2000.

Negotiations with the
City Clerk, City
Attorney and AT&T
are in process.

Underpaid franchise
fee.
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Report Title/#: Wildcat Canyon Youth Program Audit; #00 037

Report Date:  June 2, 2000

Background: Audit of the Wildcat Canyon Ranch Youth Program operations, service delivery and
compliance with the contract with the City of Oakland for the two years ended December 31, 1999. Our
audit also assesses how successful the Concessionaire has been in meeting the goals of the Oakland City
Stables Master Plan in achieving its mission.

AUDITOR’S RECOMMENDATIONS STATUS IMPLICATIONS IF
FINDING UNACHIEVED
1. No quarterly and e Submit annual e Implemented.
annual performance performance report.
reports.
2. No audit provision e Include audit provision | e Implemented-
requiring audit by CPA in contract. Contract amended to
presenting financial include audit
statements. provision.
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