
 TO: Rules & Open Government Committee FROM: Sharon W. Erickson, 
    City Auditor 
    
 SUBJECT: CITY AUDITOR’S FISCAL YEAR DATE: July 26, 2012 
    2012-13 WORK PLAN 
 
 
RECOMMENDATION 
 
The City Auditor’s Office recommends that the Rules and Open Government Committee review and 
approve of the City Auditor’s Fiscal Year 2012-13 Work Plan.  
 
 
BACKGROUND 
 
The mission of the City Auditor’s Office is to independently assess and report on City operations and 
services.  To fulfill this mission, the Auditor’s Office conducts performance audits that identify ways to 
increase the economy, efficiency, effectiveness, and accountability of City government, and provide 
independent, reliable, accurate, and timely information to the City Council and other stakeholders.  The 
City Auditor submits an annual plan to the Rules and Open Government Committee for review and 
approval.  This report presents the City Auditor’s proposed work plan for fiscal year 2012-13.  
 
As part of our annual review of potential audit subjects, we solicit audit suggestions from City Council 
members, members of the public, and staff.  We also use information from the City’s adopted operating 
and capital budgets and financial statements to prepare a spreadsheet model of potential audit subjects.  
The purpose of the model is to help prioritize audit work.  It compares the following seven factors: 
proposed 2012-13 expenditures, estimated 2012-13 revenue, fund type, proposed number of staff 
(budgeted full time equivalents, or FTE), estimated fund balance, audit requests, and date of last audit.  
The results of the model are attached (see Attachment A).   
 
 
PROPOSED AUDIT ASSIGNMENTS 
 
The list of proposed assignments for fiscal year 2012-13 includes a mix of audits and special projects that 
address a wide range of concerns consistent with the City Auditor’s areas of responsibility.   
 
Assignments in process: 
1. Environmental Services Department (in process) – Audit of how ratepayer funds (sewer, 

stormwater, refuse, and water) are used, including a review of the proposed implementation of the 
Water Pollution Control Plant rehabilitation program.  Target date:  Aug-2012. 

2. Fire Department disability rates (in process) – Evaluation of workplace injuries and 
assessment of timeliness of treatment and recovery (follow-up to previous disability retirement 
and workers’ compensation audit reports).  Target date:  Sep-2012. 
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3. Impact of staffing reductions (in process) – Audit of the recent history of staffing reductions in 

the City, including voluntary and non-voluntary separations, and the impact of civil service bumping 
and layoff rules.  Target date:  Oct-2012 

4. Fire prevention (in process) – Causes and impacts of reported low compliance with state 
inspection requirements (according to the Proposed 2011-12 Operating Budget, an estimated 36 
percent of dwellings received a state-mandated inspection in 2010-11 compared to a target of 100 
percent).  Target date:  TBD. 

 
Annual projects: 
5. Semi-annual audit recommendation follow-up reports (on-going) – The City Auditor’s 

Office issues reports on the implementation status of all open audit recommendations as of June 
30th and December 31st.  We also meet with department staff as needed to discuss progress 
towards implementing open audit recommendations.  Target dates:  Oct-2012 and Mar-2013. 

6. Annual review of Team San Jose performance (as required in the City’s agreement with 
Team San Jose) – Annual review to determine whether Team San Jose met its performance 
metrics and key requirements in the Management Agreement as of June 30, 2012.  This will be the 
first review of the new performance measures established under the revised agreement.  Target 
date:  Fall-2012 (after issuance of audited financials). 

7. 5th Annual Service Efforts and Accomplishments (SEA) Report (on-going) – Annual 
report providing data about the cost, quality, quantity, and timeliness of City services.  The 
purpose of SEA reporting is to strengthen public accountability, and help improve government 
efficiency and effectiveness.  The report incorporates existing performance measurement data, 
showing five-year historical trends, a variety of comparisons to other cities, and the results of 
resident surveys.  Target date:  Dec-2012.  

8. Santa Clara County Cities Association (annual review at the request of the Association’s 
Board) – Review of expenditures and controls for the year ending June 30, 2012.  Target date:  
TBD. 

 
Annual external financial audits: 
9. Annual external financial audit and single audit (contracted audit service) – The City 

Charter requires an annual audit of the City’s financial transactions.  The City Auditor’s Office 
works with the independent certified public accounting firm of Macias Gini and O’Connell LLP, the 
Finance, Airport, and Retirement Departments to coordinate this effort.  This includes the annual 
external financial audit of the City’s comprehensive annual financial statements, the Redevelopment 
Agency and successor agency, pension systems, Airport, Convention Center, Hayes Mansion, the 
Clean Water Financing Authority, Deferred Compensation, MTC compliance, and the Single Audit 
(including Airport passenger facility charges and customer facility charges).  Target date:  Dec-
2012.  

10. Annual audits of voter-approved bond and parcel tax measures (contracted audit service) 
– Macias Gini and O’Connell LLP will conduct audits of the Branch Library Bond Projects Fund, the 
Parks and Recreation Bond Projects Fund, the Public Safety Bond Projects Fund, and the Library 
Parcel Tax Special Revenue Fund, satisfying the City’s obligation for guaranteed annual audits.  
Target date:  Dec-2012. 

11. Semi-annual compliance reviews of the City’s investment program (contracted audit 
service) – The City’s investment policy requires semi-annual compliances audits to determine 
whether the investments in the City’s pooled portfolio are in compliance with the City’s 
investment policy, internal controls, and department procedures.  Macias Gini and O’Connell LLP 
will conduct the audits as of June 30th and December 31st.  Target dates:  Oct-2012 and Apr-2013. 
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Carry-over projects not started yet: 
12. Housing programs (carryover from FY 2011-12 audit work plan; ranked high in the citywide risk 

assessment model) – The suspension of tax increment funding has dramatically impacted the City’s 
housing programs.  This audit will focus on the housing loan portfolio that remains in the City’s 
control.  Revenue from the $769 million loan portfolio is forecasted to generate $12 million in 
proceeds in FY 2012-13.  Target date:  TBD. 

13. Consulting agreements (carryover from FY 2011-12 audit work plan; one in a series of audits 
reviewing large contracts to confirm that the City is getting the service that it is paying for and/or 
the revenues to which it is entitled) – Audit of the procurement, monitoring, and payment for 
consulting agreements.  Target date:  TBD. 

14. Deferred compensation (carryover from FY 2011-12 audit work plan) – The City maintains 
deferred compensation plans for its employees.  The assets of two plans are held in trust and 
administered by the Deferred Compensation Advisory Committee.  As of June 30, 2011, net assets 
totaled $668 million.  This audit will focus on handling and crediting of employees’ deferred 
compensation accounts.  Target date:  TBD. 

15. Overhead reimbursements (carryover from FY 2011-12 audit work plan) – Review the 
calculation and allocation of overhead among various City funds.  Overhead reimbursements total 
about $32 million per year.  Target date:  TBD. 

 
Additional projects: 
16. <NEW> Water Pollution Control Plant asset management and maintenance – Evaluate 

the adequacy of tracking and maintenance of critical infrastructure assets.  Target date:  TBD. 

17. <NEW> Overview of San Jose’s Civil Service System (follow-up to current audit of the 
impact of staffing reductions in bumping and layoffs) – Review the history and purpose of San Jose’s 
civil service system, and identify potential opportunities to improve the efficiency and effectiveness 
of key elements of the system.  Target date:  TBD. 

18. <NEW> Library hours and staffing (ranked high in the citywide risk assessment model) – 
Assess the impact of budget reductions on Library hours and staffing and identify opportunities to 
increase the efficiency and effectiveness of scheduling and staffing.  Target date:  TBD. 

19. <NEW> Office of Economic Development performance measures (one in a series of on-
going projects reviewing the accuracy and reporting of city performance measures) – Review and 
validation of performance measures for the year ending June 30, 2012.  Target date:  TBD. 

20. <NEW> Community code enforcement (ranked high in the citywide risk assessment model) 
– Assess the efficiency and effectiveness of operations and consequences of reductions.  Target 
date:  TBD. 

21. <NEW> Revenue management (ranked high in the citywide risk assessment model) – Review 
opportunities to modernize fees.  Target date:  TBD. 

22. <NEW> Graffiti abatement – Assess the efficiency and effectiveness of outsourced graffiti 
abatement services.  Target date:  TBD. 

23. <NEW> Travel expenditures – Routine audit of employee travel expenditures for 
appropriateness and compliance with City policies and procedures.  Target date:  TBD. 

24. <NEW> WPCP master agreements – Periodic audits of master agreements for consulting 
services at the Plant.  Target date:  TBD. 
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Audit Administration and Other Responsibilities: 
25. Annual audit work plan and monthly status reports (on-going) – The City Charter requires 

the City Auditor to submit monthly reports to the City Council outlining activities and findings in 
the immediately preceding calendar month.   

26. State audit of San Jose finances and pension obligations (in process) – The California State 
Auditor is conducting an audit to provide independently developed and verified information related 
to San Jose’s operating budget and current and future pension obligations.  The City Auditor’s 
Office is helping to ensure the State Auditor has access to the information they need.  Target date:  
Aug-2012. 

27. Quarterly whistleblower hotline monitoring (on-going) – The Office of Employee Relations 
administers the hotline and handles all incoming calls.  The Office of Employee Relations meets 
with the City Attorney and City Auditor quarterly to review the status of calls received.   

28. Provide training to city employees (on-going) on how to incorporate risk analysis and internal 
controls into management strategies, and how to use performance measures to improve service 
delivery and drive decision making. 

 
 
PROJECTS CONSIDERED BUT NOT RECOMMENDED AT THIS TIME 
 
We designed the above proposed list of projects to address what we consider to be the highest priority 
areas, while trying to limit the scope of work to what we can realistically accomplish given limited audit 
resources, and taking into account timing issues and/or areas on which the Administration is already 
focusing.  Items considered but not recommended at this time include:   

1. Accounts payable  

2. Accounts receivable 

3. Airport general aviation services and net revenue (citizen request) 

4. Benefits administration – efficiency, effectiveness, and consistency of administration of employee benefits 

5. Cardroom oversight – assess the efficiency and effectiveness of the City’s other cardroom regulatory 
functions (2011 audit addressed permitting and licensing of employees)  

6. Carry-over fund balances and encumbrances (ranked high in citywide risk assessment) 

7. City Hall funding – the 2011-12 Santa Clara County Civil Grand Jury recommended the City conduct an 
independent audit of the City Hall project to determine compliance with the voter-approved Measure I 

8. Contract documentation and insurance – opportunities to streamline and improve timeliness of 
processing  

9. Discipline procedures and outcomes (see review of Civil Service system above)  

10. Economic development activities (see audit of Economic Development performance measures above) 

11. Efficiency and effectiveness of non-public safety scheduling and staffing – maximizing hours of service 

12. Employee absenteeism – use and monitoring of sick leave and other leave time 

13. Financial scan of city-funded community-based organizations – Report summarizing key financial 
information for community-based organizations receiving more than $250,000 in annual financial 
assistance from the City (previous reports were issued in 2010 and 2011) 

14. Impacts of outsourcing – costs and benefits of outsourcing (see audit of graffiti abatement above) 
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15. Integrated Waste Management – although it ranked high in the citywide risk assessment model, we 
recommend deferring audit work until commercial solid waste and potential billing program changes are 
complete  

16. Organizational structure – compile citywide data on span of control, management layers, and other 
relevant measures of organizational structure 

17. Planning Department application process 

18. Public Works process for prioritizing infrastructure repair and improvement projects 

19. Retiree healthcare (retirement plans continue to rank high in the citywide risk assessment model) 

20. San Jose Downtown Association 

21. Use and coordination of volunteers  

22. Wastewater pretreatment permits – review best practices and opportunities to streamline the permitting 
process 

23. Watershed protection division – measuring program efficiency, effectiveness, and outcomes 
 
 
NEXT STEPS 
 
As audit work proceeds, I will forward to the City Council monthly reports describing the status and 
progress towards completing audit projects.  As part of our normal audit process, we will notify you 
when we start each audit to determine if you have any interests or concerns that we can address during 
our audit.  This is intended to ensure that our audits are responsive to your needs.  Any subsequent 
additions to the work plan will be forwarded to the Rules Committee for approval.  Generally, audit 
reports are heard by the Public Safety, Finance and Strategic Support Committee before being cross-
referenced to the full City Council.   
 

  
 Sharon W. Erickson 
 City Auditor 

 

Attachment A:  Citywide risk assessment model 
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