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BACKGROUND

The Office of Parks and Recreation (OPR) contracted with Sprint PCS to provide cellular
telephone services to its employees. The contract initially covered 80 business phones for
two years with the flexibility of securing additional phones. The number of business
phones used by employees varied monthly. Between 69 and 98 business cellular phones
were billed to OPR on a monthly basis between March 2000 and May 2001. In addition
to the business cellular phones, OPR allowed its employees to open personal accounts
with Sprint under the City’s contract.

The total cellular phone charges, both business and personal, for our audit period (billing
period from March 12, 2000 to May 12, 2001) totaled $134,618. (See Appendix I)
Annualized phone expenses were $107,694, an average monthly phone expenses of
$8,975. These amounts include charges for personal accounts.

OBJECTIVES AND SCOPE

The objectives of the audit were to determine whether:

1. The Office of Parks and Recreation is in compliance with the City’s Administrative
Instruction (AI)-977, entitled Cellular Telephones.

2. Effective oversight is being provided over the use of cellular phones.

The audit covered Sprint PCS billing period from March 2000 to May 2001.

FINDINGS AND RECOMMENDATIONS

Prior audit recommendations were not implemented.

The City Auditor’s office conducted a citywide audit of cellular phones on August 2,
1995, which included cellular phone use in OPR. In the audit, we observed three
problems that were not in compliance with AI-977. We made recommendations to correct
the problems. However, in this current audit, we found the recommendations were not
fully implemented. Please refer to Appendix II for the status of implementation of the
recommendations.

OPR permitted its employees to open personal cellular phone accounts under the
City’s contract.

OPR allowed its employees to open personal cellular phone accounts guaranteed by the
City.  According to OPR officials, this allowed employees who were not able to pass a
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credit check the opportunity to secure personal phones. Charges for employees’ personal
accounts were included on OPR’s billing statement. OPR paid for these personal phone
accounts with the intention of being reimbursed by the employees.  However, the
employees did not sign an agreement to reimburse OPR.

AI-977 does not give Department Heads the authority to permit employees to open
personal cellular accounts guaranteed by the City. This practice exposed the City to the
risk of not being reimbursed for payment of employees’ personal phone bills.

OPR officials indicated that they have taken action to exclude the charges for personal
accounts from the billing statements so that they can be sent directly to the employees.
However, the phone bill on May 12, 2001 still included one personal account.   The
Auditor notes that between September 2000 and May 2001 the number of personal phone
accounts appearing on OPR’s bills decreased from twelve (12) to one (1).

Recommendation

OPR should discontinue the practice of allowing employees to open personal cellular
phone accounts under the City’s contract.

Personal phone charges of $12,572.30 were not reimbursed to the City.

Between April 12, 2000 and September 12, 2000 there was an average of  twelve (12)
personal phones being billed to OPR’s account.   From October 12, 2000 through May
12, 2001 this number steadily decreased from nine (9) phones in October to one (1)
phone in May 2001. Total charges for these personal cellular phone accounts totaled
$12,995.24, which was paid by OPR.  Employees reimbursed only $422.94 of the charges
to the City. The total amount due to the City by employees for personal cellular phone
accounts is $12,572.30. These charges are summarized in the table below.  A detailed
breakdown of charges made by employees as well as payments was developed by the
Auditor and will be provided to management.
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Personal Cellular Phone Charges
Paid by OPR for Employees

March 12, 2000 – May 12,2001

Amount
Reimbursed Amount

Employee Total Charges by employee Due To City

    #1      $  587.19        -0- $  587.19
    #2          780.16        -0-       780.16
    #3          497.25        -0-     497.25
    #4          205.30    205.30       -0-
    #5       1,680.34        -0-   1,680.34
    #6          414.40        -0-      414.40
    #7       1,365.03        -0-               1,365.03
    #8          350.22     217.64       132.58
    #9       3,036.65              -0-   3,036.65
    #10          740.88        -0-      740.88
    #11          396.68        -0-      396.68
    #12       2,941.14        -0- __               2,941.14
Totals    $12,995.24 $  422.94           $ 12,572.30

RECOMMENDATIONS

1. Employees with outstanding personal cellular phone charges should reimburse
$12,572.30 to the City immediately.

2. OPR should develop a plan to collect the $12,572.30 it paid for personal cellular
phone calls.

$10,807.42 was incurred because employees exceeded their business cellular phones’
service plan limits.

Our review of monthly phone bills disclosed that in addition to the monthly service
charges for business phones, an extra $10,807.42 was billed because phone usage
exceeded the service plan limit. Employees with business cellular phones had either a
$70/700 minute,  $75/1000 minute or $149/1500 minute plan with a ten percent (10%)
discount. According to the Cellular Telephone Procedures and Responsibilities
established by OPR (5.1), “payment for calls over the service plan limits will be the
responsibility of the employees unless the calls are work related”.  Employees had
reimbursed only $496.26 to the City.
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Additionally, employees did not review the phone bills to identify personal calls and
reimburse the City accordingly.    Also, management did not review the bills to determine
if the overage was work-related or not.  OPR’s policies and procedures did not require
employees to reimburse the City for personal calls if usage was under the plan limits.
However, according to AI-977, employees should identify all personal calls on the
cellular telephone bills and reimburse the City within 30 days form the date the bill is
received. Our audit disclosed that the majority of the employees never reviewed the
phone bills to identify their personal calls. We were not able to determine the extent of
personal phone calls made from the business cellular phones.

Since employees did not identify personal calls, we could not conclude that the remaining
balance of $10,276.16 was work-related.

Recommendations

1. Employees should review Sprint PCS billing statements retroactively beginning
March 12, 2000 to May 12, 2001 to identify all personal calls and reimburse the City.

2. Employees should review all subsequent and future business cellular phone accounts
monthly to identify all personal calls and reimburse the City within 30 days from the
date the bill is received as specified in AI-977. Additionally, employees should detect
unusual or fraudulent calls and report them to their supervisors immediately.

3. OPR should modify its policies and procedures to require all personal calls to be
reimbursed to the City whether the usage was under or over the service plan limits.

No effective oversight was provided over cellular phone usage.

OPR did not provide adequate oversight over cellular phone usage. Some notable
examples of inadequacy were:

a. OPR had not performed annual assessment to determine the need for the
cellular phones for fiscal year ended June 30, 2001. We also found that OPR
did not have written criteria to determine the assignments of the cellular phones.
AI-977 requires departments to review the need for cellular phones annually and
cancel the services if no longer required. OPR officials indicated that they are in
the process of performing an annual assessment.

b. The changes of phone users were not updated with Sprint PCS. We found
four (4) instances in which terminated employees’ accounts were still active and
billed by Sprint PCS. A further investigation revealed in three (3) instances the
phones had been transferred to other OPR employees. However, the changes were
not updated with Sprint PCS. Therefore, the new users were not reflected on the
billing statement. In one (1) instance the employee had been terminated for two
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years.  However, the account under his name was still active and billed by Sprint
PCS. We were not able to identify the current user. We also found there was one
employee who had been on disability leave since February 2, 2001, but the
cellular phone account under his name was still active and billed by Sprint.

In addition, some of the cellular phone users could not be identified on the billing
statements. There were nine (9) accounts under City of Oakland / OPR without
actual users’ names. There was one (1) account with a name that could not be
identified.

Failure to update the change of users and identify actual users results in a lack of
accountability for the users. It also creates difficulty, for the department, in
monitoring the use of the phones, reviewing phone bills and collecting personal
call charges.

c. OPR did not adequately review the monthly cellular phone bills to ensure
they were being used properly. Management’s failure to adequately monitor
cellular phone bills resulted in possible abuse.  Additionally it resulted in the
accumulation of approximately $10,311.16 in charges exceeding service plan
limits.

d. OPR did not send the monthly bills to employees for review as specified in
AI-977. Neither did it notify employees of phone charges they owned. When
employees failed to pay, OPR did not take action to collect the delinquent
amount.

e. Our audit also discovered that one user was employed by the Library. Further
investigation revealed this user used the phone from May 2000 to September 2000
while working in other departments of the Life and Enrichment Agency. This
employee never worked in OPR. We could not determine why the cellular phone
showed up on OPR’s phone bills. Neither could we identify the current owner.
We recommend that OPR immediately disconnect the phone.

f. Additionally, we found one user had possession of two (2) business phones for
fourteen (14) months and turned in one of the phones recently. The other phone
was retained by the employee.

Recommendations

1. OPR should perform an annual assessment of the need for cellular phones in a timely
manner.

2. OPR should develop written criteria to determine the need for cellular phones.
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3. OPR should review the list of all users to ensure they are employed by OPR.

4. OPR should review monthly cellular phone bills adequately to monitor any changes
and unusual activities.

5. OPR should monitor the change of users closely and update the changes with Sprint
PCS on a timely basis.

6. OPR should identify the actual users of business cellular phones and submit updates
to Sprint PCS so that responsible parties can be accountable for their usage of the
phones. Additionally, OPR should disconnect the cell phones that the actual owner
can not be identified.

7. OPR should develop a system to collect the personal phone charges made on business
cellular phones.

OPR’s cellular phone charges were seventy-nine percent (79%) of its telephone
budget.

As noted earlier, OPR’s annualized cellular phone charges were $107,694.  OPR’s budget
for telephones (both cellular and non-cellular) was $136,896 for fiscal year 2001.
Annualized, cellular phone charges represent seventy-nine (79%) of OPR’s budgeted
amount for telephones. Additionally, during fiscal year 2001, OPR overspent its total
telephone budget by $126,908, or ninety-two percent (92%).   This resulted in OPR
having to move money from other line items in the budget to cover the large telephone
deficit. AI-977 requires Department Heads to ensure that sufficient funds are available
within the department’s budget for cellular telephone purchase and operation.

Recommendations

1. OPR should reassess its budget to ensure that sufficient funds are allocated to the
telephone line item.  Additionally, the budget should be closely monitored to avoid
overspending.

2. Management should reassess the need for cellular phones by staff, limiting cellular
phones usage only to enhance citizen or employee safety, make service delivery more
effective and, promote operational efficiency during and after designated emergencies
as specified in AI-977.

OPR’s cellular phone procedures should be more comprehensive.

OPR has established written cellular phone procedures as required in AI-977.  However,
the procedures do not contain important guidelines relating to responsibilities and cost
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recovery.  For example, the procedures do not specify who is responsible for the
following:

• distributing telephone bills to employees so that personal and fraudulent calls can be
identified;

• ensuring that employees are reimbursing the city for personal calls in compliance
with AI-977;

• maintaining an account balance on each employee owing OPR;
• updating and/or making changes to the list of employees with cellular phones;
• reporting any fraudulent calls and suspected abuse or fraud.

Additionally, OPR’s procedures should outline methods that will be used to recover
unpaid costs from employees.

Clearly defined written procedures will not only provide guidance to staff but also
establish an efficient and effective process for management of cellular phones and costs.

Recommendation

OPR should revise its Cellular Telephone Procedures and Responsibilities document so
that responsibilities are more clearly defined and include recovery methods in case of
non-payment.

CONLCUSION

OPR did not manage cellular phone usage in compliance with AI-977. Additionally, it
did not provide effective oversight over cellular phone usage, which resulted in possible
abuse.  These deficiencies resulted in a definite loss of $12,572.30 and possible loss to
the City of approximately $22,883.46 (See Appendix I).


