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CITY OF PALO ALTO OFFICE OF THE CITY AUDITOR
September 20, 2017
The Honorable City Council
Palo Alto, California

Fiscal Year 2018 Audit Work Plan
RECOMMENDATION
The Office of the City Auditor recommends that the Policy and Services Committee review and
recommend to the City Council approval of the Fiscal Year (FY) 2018 Proposed Audit Work Plan.
BACKGROUND
The Palo Alto Municipal Code requires the City Auditor to submit an annual work plan to the
City Council for review and approval. The proposed FY 2018 audit work plan is based upon
Council priorities, risk, and the City Auditor’s professional judgment. The attached report
presents the proposed audit work plan for FY 2018.
NEXT STEPS
As audit work proceeds, we will issue quarterly reports summarizing the status and progress of
each of the approved assignments. The quarterly reports will be issued to the City Council and
discussed with the Policy and Services Committee as defined in the Palo Alto Municipal Code.
Respectfully submitted,

Harriet Richardson
City Auditor
ATTACHMENTS:


Attachment A: Fiscal Year 2018 Audit Work Plan(PDF)

Department Head: Harriet Richardson, City Auditor
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Office of the City Auditor
“Promoting honest, efficient, effective, economical, and fully
accountable and transparent city government”
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Overview
The Palo Alto Municipal Code requires the City Auditor to submit an annual audit work plan to the City
Council for approval. This proposed audit work plan represents ongoing administrative responsibilities
of the Office of the City Auditor, as well as required audit responsibilities. It estimates approximately
9,000 hours of direct time1 for six full‐time staff.
The proposed audit work plan considers risk factors that, if addressed, will provide opportunities to
mitigate those risks and improve operations:
 Financial – Is there an opportunity to improve how the City manages, invests, spends, and
accounts for its financial resources?
 Operational – Are City programs/activities performed and City services delivered in the most
efficient, effective, and economical manner possible, and do they represent sound business
decisions, including appropriate responses to changes in the business environment?
 Regulatory – Do City programs and activities comply with applicable laws and regulations?
 Health and Safety – Are City services delivered in a manner that protects our residents and
employees from injury or unnecessary exposure to factors that can affect an individual’s
health?
 Information Security – Is City, resident, and employee information (electronic or physical)
protected against unauthorized access, use, disclosure, disruption, modification, inspection,
recording, or destruction?
In addition, the proposed audit work plan considers several factors:
 Relevance – Does the audit have the potential to affect Council or City management decision‐
making or impact City residents?
 Best Practices – Does the audit provide the opportunity to compare current performance to
best practices?
 Return on Investment – Does the audit have the potential for cost savings, cost avoidance, or
revenue generation?
 Improvement – Does the audit have the potential to result in meaningful improvement in how
the City does its business?
 Actionable – Is it likely that the audit will produce actionable recommendations that are
feasible and practical?
 Manageable – Is the audit scope narrow enough to ensure it is completed in a timely manner?
 Staff Capacity – The number of audit staff hours available to do the work.
The audit work plan also considers risks related to major functions within the Utilities Department, as
identified through a 2011 Utilities Risk Assessment and a 2013 Utilities Organizational Assessment that
were conducted by external consultants, as well as prior audits.

1

The estimated hours consider available time after accounting for holidays, vacation, required training, administrative time, and a
position vacancy.
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Nonaudit Services and Special Projects
The following table lists nonaudit services and special projects for the FY 2017 audit work plan:
Project

Scope

Planned Hours

Annual Performance Annual. The annual performance report provides the City Council, City staff,
Report
Palo Alto residents, and other stakeholders with relevant information and data
regarding the performance of City programs, functions, and activities.

325

Annual Performance One Time. Provide training and assistance to departments on how to develop
Report Transition
relevant and meaningful performance measures and work with the City
Manager’s Office to develop a reporting process in preparation for
transitioning performance reporting to the City Manager’s Office.

125

Annual Citizen
Centric Report

Annual. A four‐page report that highlights key financial data and data from the
annual Performance Report, and provides an overview of our City's economic
outlook. The Citizen Centric Report follows the Association of Government
Accountants' recommended format, which is designed to provide information
to the public about Palo Alto’s financial condition and performance in an easy‐
to‐understand and visually appealing format.

20

National Citizen
Survey

Annual. The National Research Center (NRC) conducts The National Citizen
Survey™ on behalf of the City of Palo Alto. The survey contains a series of
standardized questions that the NRC uses to benchmark Palo Alto residents’
opinions of City services against other jurisdictions, as well as several custom
questions. In addition to the NRC’s report, we tabulate the results in Tableau
software to allow users of the Palo Alto Open Data website to perform an
interactive analysis of the results (e.g., how people within different
demographic categories answered a question).

175

Custom Citizen
Survey

One Time. The City Council added $20,000 to the City Auditor’s FY 2018
budget to conduct, through the NRC, a one‐time custom survey that focuses
on code enforcement and the built environment, including housing. The NRC
will provide the raw data and we will summarize the results.

150

Sales Tax Allocation
Reviews

Ongoing. We identify misallocations and underreporting of local sales and use
tax through in‐house monitoring and a contract with an outside vendor
(currently MuniServices, LLC). We also look for opportunities to receive direct
allocation of sales and use tax on large commercial construction projects. We
report sales and use tax recoveries in quarterly reports to Council, and also
provide a quarterly sales and use tax information report which includes
information from MuniServices, LLC.

120

Fraud, Waste, and
Abuse Hotline
Administration and
Training

Ongoing. We receive notification of complaints filed through the hotline, reply
to the complainant, route and monitor cases for investigation, and convene
the Hotline Review Committee (City Manager, City Attorney, and City Auditor)
to determine the routing of cases and their closing upon completion of an
investigation. The hours include time to work with staff in Human Resources
(HR) to develop guidance for reporting issues to the hotline vs. the employee
advice line that (HR) is developing, as well as a module for the new employee
orientation.

75
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Scope

Annual External
Financial Audit

Annual. The Palo Alto Municipal Code requires the Office of the City Auditor to
contract with an independent certified public accounting firm (currently
Macias, Gini, & O’Connell, LLP) to conduct the annual external audit of the
City’s financial statements. The firm also conducts the federally required Single
Audit. We coordinate those efforts between the Administrative Services
Department and Macias, Gini, & O’Connell, LLP.

Enterprise Resource
Planning (ERP)
Advisory Project

Ongoing. Provide advisory services to the Department of Information
Technology regarding its planning of a new ERP system.

Planned Hours

30

300

Review and Monitor Ongoing. Review and provide feedback to departments on their reports of the
the Implementation implementation status of prior audit recommendations. We include a
Status of Prior Audit summary of the status in our Quarterly Reports.
Recommendations

95

Office of the City
Auditor Quarterly
Reports

Quarterly. Prepare and issue quarterly reports to the City Council to provide
the status and progress toward completion of our annual work plan, as
required by the Palo Alto Municipal Code.

40

Advisory Roles

Ongoing. The City Auditor is a nonvoting, advisory member of the Utilities Risk
Oversight Committee, the Information Technology Governance Review Board,
and the Information Security Steering Committee.

10

Total Hours for Special and Ongoing Projects

1,465

Performance Audits
The following audits from our FY 2017 audit work plan are in progress and will continue into the
FY 2018 audit work plan. The hours shown represent hours already used in FY 2018 and the additional
hours expected to be used in FY 2018.
Audit

Utilities Customer
Service: Water Rate
and Billing Accuracy

Department

Utilities
Department

Analytic Development Citywide
and Continuous
Monitoring: Overtime
ERP Planning: Data
and System
Governance

Information
Technology

Audit Objective(s)

Planned Hours

Evaluate whether the Utilities Department properly
implements rates and accurately bills customers for water
services.

300

Determine if implementing a continuous monitoring
process for overtime could improve the City’s oversight
and management of overtime.

90

Evaluate the adequacy of data and system governance in the
current SAP system and make recommendations to ensure
that any identified deficiencies are corrected for the new
ERP system.

650

Information
ERP Planning:
Segregation of Duties Technology

Evaluate the adequacy of segregation of duties for various
activities in the current SAP system and make
recommendations to ensure that any identified deficiencies
are corrected for the new ERP system.

650

ERP Planning: Data
Integrity, Reliability,
and Standardization

A series of audits to evaluate the integrity, reliability, and
standardization of data in SAP and make recommendations
to ensure that any identified deficiencies are corrected prior
to transferring data to the new ERP system.

1,800

Information
Technology
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Department

Planning and
Community
Development

Audit Objective(s)

Evaluate code enforcement policies and practices for
responsiveness, consistency, and follow‐up, particularly for
repeat offenders and complex cases.

Total Hours for In‐Progress Performance Audits

Planned Hours

1,000

4,490

The following audits are proposed for the FY 2018 audit work plan; some of these may not be completed until
FY 2019:
Audit

Preliminary Audit Objective(s)2

Department

Planned Hours

Utilities: Accuracy of
Gas and Electric
Billings

Utilities
Department

Evaluate whether the Utilities Department properly
implements rates and accurately bills customers for gas and
electric services.

Contract Risk and
Oversight

Administrative
Services
Department

Develop a systematic, data‐driven process to identify high‐
risk expenditures and revenues that occur under formal
contracts. Audit selected high‐risk contracts to determine if
the City has received the goods and/or services it paid for
and/or the revenues to which it is entitled, that the contracts
are needed and do not result in unnecessary overlaps in
services, and that potential contract extensions are
appropriately disclosed in the original contract documents.

700

Nonprofit Services
Agreements

Various

Evaluate whether nonprofit organizations that receive City
funding are achieving the outcomes we expect from the
funding we provide.

600

Business Registry
(limited scope)

City Manager

Evaluate the rules and processes used to establish the
business registry and make recommendations to help clean
up the data and ensure accuracy in the future.

150

Public Safety:
Civilianization of
Sworn Positions

Police and Fire

Evaluate if the City can reduce costs by converting certain
sworn public safety positions to nonsworn positions without
increasing risk to an unacceptable level. Audit will include
benchmarking with other public safety organizations.

450

Total Hours for New Performance Audits

1,150

3,050

Other Suggested Audit Topics Not Included Above
We have excluded topics from previous audit work plans that were not started and suggestions
previously received for other audit topics, which are listed below for which we do not have capacity to
do during FY 2018:







2

Utilities Asset Management
Utility Meter Routes
Utilities Staffing
Public Benefits
Procurement Processes
Mobile Device Usage and Security
Impact Fees

The preliminary scope and planned hours may change after completing the planning phase of the audit.
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Payroll Processes
Facilities Management
Parking Assessment District
Transfer Development Rights
Planning Codes
Financial Condition Report
Long‐term Liabilities, Including Infrastructure
Analysis of Revenue vs. Expenditures and Reserves

6
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POLICY AND SERVICES COMMITTEE
TRANSCRIPT EXCERPT
Special Meeting
September 20, 2017
Chairperson Wolbach called the meeting to order at 6:02 P.M. in the
Community Meeting Room, 250 Hamilton Avenue, Palo Alto, California.
Present:

DuBois, Kniss, Kou, Wolbach (Chair)

Absent:
Agenda Items
3.

Fiscal Year 2018 Audit Work Plan.

Chair Wolbach: Alright, so Item 3, Fiscal Year 2018 Audit Work Plan and
Harriet again.
Harriet Richardson, City Auditor: Yes. I’m here to present the Fiscal Year
2018 audit work plan. This is based on an estimate of about 19,000 hours of
direct time available for our audit Staff. That recognizes that we currently
have a vacancy that we are anticipating we’ll have a new employee in
January and it also counts for vacations and that sort of thing. As we
develop our audit plan, there are a few things we consider. We ask for
Council input, we ask for department input and then we look at something
that we consider to say is this really something that’s auditable or will
benefit the City if we audit it. We’re looking for things such as financial
opportunities, operational improvements, is there any regulatory issue
involved that we want to ensure some compliance with and then as we’re
thinking about can we audit it, we’re thinking about are their best practices
out there that we might be able to look at for identifying ways we can do
things that are – is there going to be some sort of return on investment to
the City for the time we invest on doing these audits. Is it likely a key one
that it would produce some sort of actionable recommendations that are
both practical and feasible for the departments to implement. To start off we
have some things that aren’t actually audits, they are things that – for the
most part, they are things we do every year and we just carry them over
year after year. The first one is our annual performance report. I’ve added
sometime this year for the transition process as we’re working through
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helping departments revamp their performance measures and establish a
new way of tracking to make sure that the data – they have the data to
collect measures that they actually use to manage their performance. We do
our annual Citizen-Centric Report which is really just a summary of key
financial information and performance information that we gather from
various other reports. So, it’s just a simple easy to read a four-page report that

we put together. Then we do the annual citizen survey and that is actually getting
ready to be mailed and the residents should start receiving that in the mail next
week. We’re doing also a custom survey which is focusing on code enforcement
and the built environment and that was based – we’re doing that based on a
budget addition to the City Auditor budget to dig a little bit deeper into code
enforcement and built environment issues. We do the ongoing sales tax allocation
reviews and that also includes administering the contract that we have with the
consultant who does some similar work for us and is also able to look across
jurisdictions and sometimes find some things that we aren’t able to find. Then we
also – I have time in here for us to administer the fraud, waste and abuse hotline
but also to help us develop some procedures that will be for departments to
better understand the difference between the fraud, waste, abuse hotline and
the advice line that the City’s Human Resources Department is developing. We’re
working together to try and develop some guidelines to really help employees
understand the difference and when to do the fraud, waste and abuse hotline or
HR for advice. We administer the contract for the annual financial audit that is
currently underway. Most of the work is done in ASD but we are responsible for
the contract and keep that moving along. Then we have non-audit services
related to ERP and (inaudible) planning project…
Vice Mayor Kniss: (Inaudible)
Ms. Richardson: Yes, which is really working with the Department of
Information Technology as they go through this process. We’ve attended
meetings – the strategic planning meetings and the technical development
meetings which are where they develop the requirements. Just really looking
at the process they are using so that we can be more proactive and say, hey
we’re seeing something that if we can in after the fact and did an audit when
it would really be too late and said you should have done something
differently. Well, you know, you’re embarking on a process that’s going to be
in place for years so it’s better to be proactive up front. So, that’s really
what that’s about. Then we do our ongoing review and monitoring of the
implementation of statues of prior audit recommendations. So, the
departments do the reports, they send the draft to us and we do some
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validation on those – what they are reporting out to say that we agree with
the statues if it’s implemented, if it’s in progress or if it hasn’t started. Then
we do our quarterly reports and then we also do some advisory roles. Sitting
in on some meetings for the Utilities Risk Oversight Committee, the
Information Technology Governance Review Board and the Information
Technology Security Steering Committee. We don’t spend a whole lot of time
and it just depends on how often those meetings occur. Usually an hour here
or there every few months. Getting into the performance audits, several of
these are carried over from last year that we have started but have not yet
completed. The first two, the water rate billing and accuracy, that was our
water meter rate billing accuracy audit and then the continuous monitoring
of overtime, which you just heard. I have hours in there because we’re
already into September so it’s accounting for the early part of the fiscal year.
Then we’re doing three other audits that are related to the ERP process. One
of them is looking at the data and system governance to make sure that the
structure is in place to support a successful implementation throughout the
City. So not just IT’s role but also what departments need to have in place
to ensure a successful transition and ongoing use of the new systems. Then
we have an audit on segregation of duties which is to ensure that as the new
system is implemented, that we people aren’t assigned multiple tasks that
aren’t considered compatible. That would allow them for example, you don’t
want the person who receives money in to be the same person who deposits
it because some if could disappear along with the way. So, you really want
to separate different sorts of tasks, particularly in the financial area where
things can go bad if you don’t have the duties separate among multiple
people. Then we have an audit called Data Integrity Reliability and
Standardization. This is – if you recall last month when we did the meter
audit and we talked about how where there are multiple points of entry for
different types of data and a safe key and that data is not always consistent.
So, this audit is looking to identify – we’re going to look at several different
data sets to try and identify areas where the data needs to be made
consistent across the board because right now it is not clear where the data
would be pulled from to migrate over to the new system. We want is
consistent, we want it accurate and we’re going to look at – this is actually
going to end up being a series of reports probably because we’ll do a data
set and report on it so the departments can start cleaning the data as soon
as possible so they aren’t in a crunch at the end. We’re starting with the HR
Master Data and then we’ll move into some of the core financial data as we
proceed. The data standardization piece of that is looking at – that will be a
separate report also and that’s really looking at different types of data that
are entered in different ways that again, you can’t match it up because for
an address you might have street spelled out or you might have St. So,
when you’re looking to match things up, you can’t match them up so we’re
going to create some guidelines for standardization or we’ll actually identify
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areas where they should standardize and let the City create the guidelines
themselves for how they’re going to standardize that. Then the next audit
that we’re doing is the Code Enforcement Audit. That one is also underway
and that one has had a lot of interest from residents, Council Members –
including – both residents and Council Members. I did increase the hours on
this from what we had estimated last year but based on some of our early
planning work and some of the things that we’re hearing and seeing out
there and how much we’re going to have to look. So, I increased that from
575 hours to a 1,000 hours. Then I have some audits that some of these are
carried over and there’s one new one on here too – that will start as we
finish the other audits. Originally, the meter audit that we did last month –
presented last month was supposed to be looking at gas, electric and water.
As we got into the meters and realized that there was a big issue there, we
focused just on that and decided we’d do gas and electric later. I increased
the hours here, again based on how much effort we had to put into going
out and physically looking at the meters and that we decided that we’re
going to need more hours to do this one. That will be started after some of
these data reliability audits are complete. Contract risk and oversight is a
carryover audit and that’s really looking at contract process and make sure
we’re getting the – what we’re paying for. Also making sure that we’re not
unnecessarily overlapping services through the types of contracts we’re
awarding. The next one is new one, non-profit service agreements, and
looking at whether the non-profit organizations that receive funding from the
City are the outcomes we expect from the funding we provide. I think a lot
of that’s going to tie into our agreements clear enough about what we
expect from that funding that we provide to them; that was a Council
Member request. Business registry, this one is intended to be a pretty
limited scope we may end up doing as a non-audit service and just really
looking at the roles and process that have been put in place to get the
business register in place. See if we can provide some advice on how to
work out some of the kinks that have been happening with that process
since it’s been implemented. Then this last one is also a carryover and
looking at public safety and if there is an opportunity to civilianize any of the
positions that are currently sworn which as you have turnover then could be
changed to non-sworn positions and potentially provide some cost savings
for the City. That’s a common thing that’s been looked at in other Cities. We
haven’t looked at it here but we talked about whether or not we should do
that last year. We talked about whether or not we should do it or as a
consultant to do that and it was left on the audit plan and we didn’t get to it
last year so I’ve left it on for this year. I do have a list at the end here of
other things that have been discussed as audit topics over the last two years
or so. One that interests me a lot because I think we have a lot of
opportunity here is the mobile device abusage and security but the reason
I’ve delayed doing that is because we have these ERP audits and it’s too
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much to be in the same department doing that many audits. That’s all I
have on this and so I am ready for questions.
Chair Wolbach: Any questions, comments or Motions from any member of
the Committee? Liz.
Vice Mayor Kniss: I’m fascinated by two things, your non-profit services
agreement. I’m glad to see that on there and I realize that we’ve have had a
lot of discussion about the code, code enforcement and so forth. I’m going to
be particularly interested in that because I think we’ve recently had an
example of a split where part of the community thought the code should
definitely be enforced and part of the community thought it shouldn’t.
Ms. Richardson: Correct.
Vice Mayor Kniss: I think this is complicated and I think many times we
would want the code that affects us to be in place but the code that keeps
something that we like from – as it did at the church and with the [Icing
group]. I think we sometimes have to minds on that.
Ms. Richardson: I think that came out really clear and at first, I was a little
nervous about the timing of the first article and then the second one came
out and I thought ok, now we’ve got some balance and it’s not going to
seem a little bit too much suede in one direction or the other. The other
thing on this one is we have put together a list of codes that have
enforcement opportunity by – we developed that. There hasn’t been a
centralized place to see all that but we developed it using the fee schedule
that implements penalties and says these are the penalties for noncompliance. When you see just how long that list is, you realize how tough
code enforcement can be for the people who have to enforce it. There’s a lot
of regulation out there and I think it really will provide – it will be thoughtprovoking because you’ll have to really think about should we be putting as
much regulation out there. If we are, should be expecting it to be enforced
and I think there’s – like you said, there’s one party that has the complete
view that if it’s in the code, I have the right to make a complaint and it
needs to be enforced. Then there’s another group who says it depends.
Vice Mayor Kniss: It’s always it depends.
Ms. Richardson: I think that there’s going to be a lot of discussion around
this one when it comes. I expect that this will be a long meeting when this
one comes.
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Vice Mayor Kniss: When the time comes, I’d be glad then to make a motion
on the recommendation. If the time is now, I’m willing to do it then.
Chair Wolbach: I think it looks like Tom wants to make a couple – have a
couple questions or comments first so I’ll let him do that and if you want, we
can come back to you for a motion.
Council Member DuBois: Overall, I think the plan makes a lot of sense and it
sounds like the workload is based on understanding your current Staff,
right?
Ms. Richardson: Correct.
Council Member DuBois: I mean a couple that we’ve talked about in the past
that I would like to see move up into a work plan. Again, I think some kind
of audit of RTDR inventory and it comes up and again, just knowing how
we’re tracking those and how many are out there, I think would be useful.
The other one is the parking assessment district and again, I know it always
seemed to be a fairly opaque item when it comes to Council in terms of paid
in parking units or – and how those amount to parking spaces? There’s –
depending on the project, it comes back and again, I think we’ve sold far
more units than we have spaces. In terms of what you actually have on the
work plan, I think my – I have a little bit of a concern about the non-profit
services agreement. I think it’s a good idea, I think maybe I might be good
to narrow it down a little bit. I’m a little bit concerned that a lot of these
groups leverage our dollars really well and I don’t want to put administrative
overhead on them through an audit. I would suggest maybe we just focus
on a particular sector, maybe something like elderly services and start there.
If we see issues or we don’t see issues we can decide to expand it but I’m a
little bit concerned that it’s too broad right now.
Chair Wolbach: A couple questions and actually Lydia, do you have any
quick questions right now? Ok, so I’ll just ask a couple quick questions and
then we can come back to Liz for the Motion. On the non-profit services
agreements, Harriet do you have a sense of – do you have any more detail
or color that you can add to that?
Ms. Richardson: No, it was really looking at whether or not we’re getting the
outcomes we expect. I do think it will tie back a lot to our agreements
written well enough to tell them what we expect them to achieve with
money we’re giving them.
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Chair Wolbach: I think this – I actually really – I really appreciate Tom
raising his concerns because I kind of felt a little uneasy about it too. I guess
my real question is, is this focused more on going to those non-profits and
auditing how they're responding to us and creating an administrative burden
for them or is it more focused on our process for drafting agreements to just
make sure that we have clarity about our expectations?
Ms. Richardson: I think we would have to spend a little bit of time at least in
the non-profits but I wouldn’t anticipate us taking a lot of their time. I think
it's really done they track outcomes, do they -- what kind of data do they
have and comparing it to do they report to us, do we ask for any reporting,
and really looking at do we have some sort of expectations from them when
we give them the money?
Chair Wolbach: Is it typical for government agencies when providing grant
funding or whatever to non-profits to have the government agency’s auditor
going to those non-profits?
Ms. Richardson: Yes, there’s typically a right to audit clause in those
agreements and I actually, before putting it on here did run it through the
City’s Attorney’s Office to get an opinion about whether the language in
there was sufficient. The City Attorney responded and the first word was
absolutely and then went into some detail about why it was appropriate for
us to do that.
Chair Wolbach: I guess I just to express my concerns that I’m sensitive to
wanting to create a significant and unexpected administrative burden on
non-profits that we’re trying to help.
Ms. Richardson: Right and I think…
Chair Wolbach: There could be a point where the amount of time they spent
responding to our investigation could more than make up for whatever
contributions could be made to them. I don’t think we want to get into that
situation.
Ms. Richardson: Correct.
Chair Wolbach: I’m sure we’d be very careful about that but I just wanted to
have those concerns on the record.
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Ms. Richardson: I think we can manage that.
Chair Wolbach: Also for Tom, you suggested a senior – was it senior
services?
Ms. Richardson: Elderly.
Chair Wolbach: Elderly services, I don’t know if you want to – I’m not sure if
you wanted to weigh in on why you suggested that one in particular as a
starting point.
Council Member DuBois: Well, maybe another cut is -- well, I was thinking
again that that’s an area the City has outsourced a lot of key services and if
we were going to narrow this down it just felt like a good sector because I
think senior services are pretty important and becoming more important as
our population ages. I just really didn’t want to see it go across the board all
on non-profits.
Chair Wolbach: I’m not sure if I have any strong feelings about auditing
Avenidas and La Comida before other non-profits that we work with. I might
not share that particular recommendation so it’s just to the auditor will use
the best judgment on that one. Then on utility staffing which was one of the
ones – it looks like you’re not going to get to next year. I’m just wondering if
you could help us understand more about what would entail and what the
idea of that one was?
Ms. Richardson: There a – a consultant was hired several years ago well
before I was here and they did a risk assessment in utilities and they
actually looked at different areas that would potentially benefit from an audit
and this was one of them. It would really be looking at – we might pick
certain areas but it might look – overall, we’d be looking at whether or not
the Staffing matches. I know that utilities do have some difficulties
sometimes with recruitment and we might look at what other agencies do to
help with that so we could approach this in a few different ways.
Chair Wolbach: Looking at the list of items that you don’t think you’ll be able
to get to next year, if it turns out you will have more time or as you are
planning for the following year, speaking only for myself and not speaking
on behalf of the Committee and the Council, that’s one which I would see as
a very high priority in the same way that Tom mentioned. The park
assessment distracts and transfers development rights for him were high
priorities, for me I think this would be my top priority but that’s just one
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Council Member’s comment. Then for mobile device usage and security, I
understand not wanting to (inaudible) a double duty (inaudible) that would
be for IT, right?
Ms. Richardson: Correct, and we’re already in there with quite a bit of work.
Chair Wolbach: I was just curious when you think that one might be moved
forward and if not, (inaudible)?
Ms. Richardson: I think it might possibly have to wait 2-years before we
could get into that one. The next year – all during the next year and the
year after so soon as they start – make their decisions on vendors for the
new ERP system, then they will start moving into a design phase and then –
which will take about a year. Then they will start moving into the
implementation phase and so I think they have to start getting that
implementation phase underway before it would make sense for us to be
able to look at that.
Chair Wolbach: Ok and last question from me for now, procurement
processes, any guess on when that might move forward and also, I’d give
the City Manager’s Staff or give Rob a chance to (inaudible) (crosstalk)…
Ms. Richardson: Correct.
Chair Wolbach: …progress that’s been made but I want to hear from Harriet
first.
Ms. Richardson: That one was one that was actually on an earlier audit plan
in the body of the audit plan of what we were going to do and they had a
new procurement manager who is making some changes. So, we were asked
to delay doing that and then as we started getting into other requests like
code enforcement, that came from quite a few people last year and all of
these ERP things. It was just one that got pushed back due to other
priorities.
Chair Wolbach: I guess I can hope that the spectrum of having an audit of it
may have nudged the City Manager and his Staff to be responsive to the
concerns there or they have independently recognized some concerns. I
don’t know if Rob wants to weigh in on this one at all or progress that’s
being made or (inaudible)?

Page 9 of 13
Special Policy and Services Committee Meeting
Transcript Excerpt 9/20/17

TRANSCRIPT EXCERPT

Attachment B

Rob de Geus, Deputy City Manager: John Montenero as the Purchasing
Manager and I think Harriet’s right, he’s doing a good job. He’s made some
changes in process improvements. Can always do better I’ sure in all areas
actually but this one probably isn’t the highest of concerns I think in all of
the different processes areas we have across the departments. I am
comfortable with it not necessarily being the focus but of course, that’s not
my decision, that’s yours and Harriet’s.
Chair Wolbach: I think the question is about the consistency and the
complexity and timing and what it takes to have procurements fulfilled and
how that works?
Ms. Richardson: And then…
Chair Wolbach: Also, I think it’s important to keep the focus on it even if
there’s not (crosstalk) (inaudible).
Mr. de Geus: We certainly do. It’s a…
Chair Wolbach: I did I hear you say it’s not a high – do you mean it’s not a
high priority for an audit because you’re already working on it?
Mr. de Geus: That’s what meant, correct.
Chair Wolbach: You were not suggesting that it’s a high priority.
Mr. de Geus: It’s certainly a high priority and we’re working on it every day.
Chair Wolbach: Ok, thank you for clarifying.
Ms. Richardson: I also want to remind you that as I’m developing this, I do
try and think about what departments we’re in because if we’re into one
department too much, it really is too much for them. So, we have the
contract oversight which would involve some of ASD, as well as departments
and so doing a contract oversight and the procurement purchasing which is
not just the contracts but the other types of purchases. It’s a little bit too
much at once for them in the same year.
Chair Wolbach: Rob -- before we got back to Liz for the Motion, Rob did you
have something else that you wanted to add (inaudible) (crosstalk)
discussion?
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Mr. de Geus: Just Chair Wolbach and others mentioned the non-profit
services agreements and I actually think it’s right to be pretty sensitive
about that one because we have a lot of non-profit partners. They are really
relationships and built over many, many years and some are still emerging
and they can be complicated.
Vice Mayor Kniss: How many do you think there are because there are lots?
Mr. de Geus: Yeah, there’s – if you just think about HSRAP programs,
there’s already fifteen just there and then there’s maybe fifty more I think if
you go across the departments. There are many non-profits so I agree that
this – as broad as this, I’m not sure where we go. Audits are anxiety
producing and I think it’s one thing if you an agreement that says in there
the City may audit. That’s one thing but if it’s not in there and we just show
up and say now we’re going to – we just want to be really careful about it.
I’m sure that’s how Harriet would approach it but probably need more
discussion about what this really means and what are we trying to do and
what are we targeting. I think targeting a field of services may be a good
way to start whether it’s senior services or something.
Chair Wolbach: So, I guess just a couple questions, one where did this one
come from and two is there’s anything more that you can add about where
you’re thinking about starting or how you might approach this?
Ms. Richardson: This was a Council Member request and…
Chair Wolbach: One Council Member?
Ms. Richardson: Yes, so I put an email out asking for requests and I actually
only got one response this year.
Chair Wolbach: I guess most people – I guess eight Council Members
thought that your plan looked pretty good so this was – was this the only…
Ms. Richardson: This was the add-on based on that, yes. I think looking at a
field of services as Rob suggested is probably a good start; kind of the same
– along with the lines of what Council Member DuBois was suggesting. I
think that as we develop our – we keep our topics pretty broad on the audit
plan and then we go in and we start doing some planning. So, what I would
anticipate is we would start with first is getting an inventory of what do we
have as contracts out there? What are the dollar amounts? What are the
services and we’d be looking at those contracts before we would really get
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into that. That’s just part of our normal audit process and as we get to that,
we would narrow it down. We do have conversations with departments as
we do that so it would definitely be something that we would not do in
isolation without having a conversation about where the risks might be that
we should focus our efforts.
Chair Wolbach: So, Tom and then Lydia.
Council Member DuBois: I’m sorry to interrupt but would you keep it to at
least a certain dollar size so we’re not…
Ms. Richardson: Correct, we’d probably go with the large – I mean the little
ones, it’s – you’re going to eat up the dollars and our time.
Chair Wolbach: Lydia?
Council Member Kou: I think Tom and Rob are both right about this. At the
same time, I think that since it’s a lot of taxpayer dollars involved in this
that there is some sort of responsibility to ensure that the tax payer’s money
is being used correctly and that the services are provided because we’re
sourcing this out. If they have the audit language in their contracts, I think
that’s something that they could very much expect to have happened. I
really think – I don’t know if this has ever been done before but if I was one
of the members of the public, I would be interested in hearing about it.
Ms. Richardson: I can tell you that San Francisco does it all the time.
Vice Mayor Kniss: The County does it all the time.
Chair Wolbach: I guess my last thoughts on that one and then we’ll return to
Liz for the motion are that one, of course, we have the right to do it if
there’s a provision but we – doesn’t mean we necessarily have to use that
power. Then when we use it, we should do it carefully and it sounds like the
City Auditor is focused on trying – look after the big fish or look at those
first. Also, I do think that the things that are internal to us as far as our –
how do we approach contract writing to have consistency, to have clarity of
expectations etc. Even when it comes to other contracts that the City is a
part of, I always think that that’s an area where we continue to improve. So,
whether it’s for Public Works projects or whatever.
Council Member Kou: (Inaudible)
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Chair Wolbach: Liz, do you want to try your hand at a motion?
Vice Mayor Kniss: (Inaudible). Yes, I would – thank you. I would recommend
the recommendation so I would recommend that we review and recommend
to the Council approval of the fiscal year proposed audit work plan.
Chair Wolbach: Who is the second? I didn’t catch – Lydia seconded it? Great,
thank you, Liz and Lydia. Liz, would you like to speak to your motion?
MOTION: Vice Mayor Kniss moved, seconded by Council Member Kou to
recommend the City Council approve of the Fiscal Year (FY) 2018 Proposed
Audit Work Plan.
Vice Mayor Kniss: I think we have covered this quite conclusively.
Chair Wolbach: Lydia, any thoughts as the seconder?
Council Member Kou: I think it’s been covered, thank you.
Chair Wolbach: Very good, I think it’s been a good discussion and great
work Harriet. Thank you for bringing this to us and I thank everybody for the
good questions. All in favor? Alright, that passed unanimously, very good.
Ms. Richardson: Thank you.
MOTION PASSED: 4-0
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