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CITY OF PALO ALTO OFFICE OF THE CITY AUDITOR
February 14, 2017
The Honorable City Council
Palo Alto, California

Auditor's Office Quarterly Report as of December 31, 2016
RECOMMENDATION
The City Auditor’s Office recommends the Policy and Services Committee review and recommend to
the City Council acceptance of the Auditor’s Office Quarterly Report as of December 31, 2016.
SUMMARY OF RESULTS
In accordance with the Municipal Code, the City Auditor prepares an annual work plan and issues
quarterly reports to the City Council describing the status and progress towards completion of the
work plan. This report provides the City Council with an update on the second quarter for FY 2017.
Respectfully submitted,

Harriet Richardson
City Auditor
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Quarterly Report as of December 31, 2016

Office of the City Auditor
“Promoting honest, efficient, effective, economical, and fully
Accountable and transparent city government.”

Fiscal Year (FY) 2017 Second Quarter Update (October – December 2016)
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Overview
The audit function is essential to the City of Palo Alto’s public accountability. The mission of the Office of the City Auditor,
as mandated by the City Charter and Municipal Code, is to promote honest, efficient, effective, economical, and fully
accountable and transparent city government. We conduct performance audits and reviews to provide the City Council
and City management with information and evaluations regarding how effectively and efficiently resources are used; the
adequacy of internal control systems; and compliance with policies, procedures, and regulatory requirements. Taking
appropriate action on our audit recommendations helps the City reduce risks and protect its good reputation.

Activity Highlights




City Auditor Harriet Richardson received a national award from the Association of Government Accountants
(AGA) for Excellence in Government Leadership for a state or local government professional.
We presented the City’s financial statements and reports, prepared by Macias Gini & O’Connell LLP, the City’s
external financial auditor, to the Finance Committee.
We published the Community Services Department: Fee Schedule Audit.

Audit and Project Work
Below is a summary of our audit and project work for the second quarter of FY 2017:
Title

Objective(s)

Start
Date

End
Date

Status

Results/Comments

Citywide Analytic
Development
and Continuous
Monitoring:
Procure‐to‐Pay

Determine if data analytics and
continuous monitoring can help the City
detect duplicate vendor or vendor
payment records.

06/15 02/17

In
The audit is in the reporting
Process phase. The scheduled date of
presentation to Policy and
Services Committee is June
2017.

Fee Schedules
Audit

Evaluate City processes for establishing
06/15 12/16
fees to determine if the fees cover the
cost of services provided when expected.
The audit focused on Community Services
fees.

In
The audit was published on
Process December 15, 2016. It is
scheduled to be presented at
the Policy and Services
Committee in February or
March 2017.

Utilities: Water
Billing Accuracy
Audit

Evaluate whether the Utilities Department 06/15 04/17
In
The audit is in the reporting
accurately billed customers for water
Process phase. The estimated date
services.
for presenting the audit to
the Policy and Services
Committee is April 2017.

Citywide Analytic
Development
and Continuous
Monitoring:
Overtime

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

06/15 03/17

In
The audit is in the reporting
Process phase. The scheduled date of
presentation to the Policy
and Services Committee is
June 2017.

Sustainable
Purchases

Assess purchasing practices to determine
if the City complies with applicable green
purchasing requirements in purchases.

03/16 03/17

In
The audit is in the reporting
Process phase. The estimated date
for presenting the audit to
the Policy and Services
Committee is April 2017.
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Results/Comments

Hydromax
Crossbore
Contract

Evaluate the work performed under this
09/16 06/17
In
The audit is in the field work
contract to determine if the City is took an
Process phase. The estimated date of
appropriate approach to this work,
presentation to Policy and
including whether it received appropriate
Services Committee is June
sewer line inspection data from this effort
2017.
and allocated an appropriate level of
contractor oversight.

ERP Nonaudit
Service

Provide advisory services to the
Department of Information Technology
regarding its planning of a new enterprise
resource planning (ERP) system.

09/16

Ongoing As of 12/31/16, we attended
eight meetings and provided
verbal and written advice
based on our technical
expertise and best practice
information readily available
to us.

National Citizen
Survey™

Obtain resident opinions about the
community and services provided by the
City of Palo Alto and benchmark our
results against other jurisdictions.

07/16 01/17

In
The National Research
Process Center (NRC) conducted the
survey, completed data
collection, and provided a
draft report. We provided
feedback, and the NRC
updated and provided a final
report. We are analyzing the
results and will present to
the Council at the annual
retreat on January 28, 2017.

Annual
Performance
Report

Provide citywide information for key
areas, including spending, staffing,
workload, and performance.

10/16 01/17

In
Departments are providing
Process data, which we will compile
into the annual report. We
will present the report to the
Council at its annual retreat
on January 28, 2017.
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Other Monitoring and Administrative Assignments
Below is a summary of other assignments as of December 31, 2016:
Title
Objective(s)
Sales and Use Tax 1) Identify businesses that do
Allocation Reviews business in Palo Alto that may
have underreported or
misallocated their sales and use
tax and submit inquiries to the
state for review and tax
reallocation.

Status
Ongoing

2) Monitor sales taxes received
from the Stanford University
Medical Center Project and notify
Stanford of any differences
between their reported taxes and
state sales tax information, in
accordance with the development
agreement.

2) We receive calendar‐year sales tax information
for the Stanford project about six months after the
end of the calendar year. We will report the sales
tax information for this project in our June 2017
quarterly report.
3) Quarterly sales tax reports are published on the
Office of the City Auditor website at
www.cityofpaloalto.org/gov/depts/aud/reports/defaul
t.asp.

3) Provide Quarterly Status
Updates and Sales Tax Digest
Summaries for Council review.
City Auditor
Advisory Roles

Provide guidance and advice to
key governance committees
within the City.

Results/Comments
1) Total sales and use tax recoveries for the second
quarter were $3,402 from our inquiries and $8,718
from the vendor inquiries, for a total of $273,535
year‐to‐date. Due to processing delays at the State
Board of Equalization, there are 62 potential
misallocations waiting to be researched and
processed: 20 from our office and 42 from the
vendor.

Ongoing

The City Auditor serves as an advisor to the Utilities
Risk Oversight Committee, Information Security
Steering Committee, and Information Technology
Governance Review Board. We are also serving as
an advisor for the strategic and technical planning
groups for planning the new Enterprise Resource
Planning (ERP) system (see comment in the Audit
and Project Work section above).

Status of Audit Recommendations
Seventy‐three recommendations were open at the beginning of the second quarter of FY 2017, and none were closed.
We did not add any additional recommendations during the second quarter of FY 2017. Below is a summary of open
audit recommendations, by audit, as of December 31, 2016:

Audit Title

Report
Date

Status
Report
Dates

Due Date of
Next Status
Report

Total
Recommendations

Implemented
During Quarter

Open

Citywide Cash Handling and
Travel Expense

09/15/10

11/10/15
09/23/14
09/10/13
10/22/12
04/19/11

Past Due

11

0

2

Contract Oversight: Trenching
and Installation of Electrical
Substructure

11/05/13

12/15/15

Past Due

6

0

2

Inventory Management

02/18/14

Past Due

14

0

14

09/23/14
09/23/14
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Report
Date

Status
Report
Dates

Due Date of
Next Status
Report

Total
Recommendations

Implemented
During Quarter

Open

Utility Meters: Procurement,
Inventory, and Retirement

03/10/15

None

Past Due

15

0

15

Police Department: Palo Alto
Animal Services

04/22/15

03/22/16

Past Due

8

0

8

Parking Funds

12/15/15

None

Past Due

8

0

8

Disability Rates and Workers’
Compensation

05/10/16

None

02/14/17

15

0

15

Cable Franchise and Public,
Education, and Government
(PEG) Fees

06/14/16

None

03/08/17

9

0

9

Audit Title

# Open Recommendations

# Implemented Recommendations
10

100

8

80

6

60

4

40

2

73

20
0

0

0

0

0

0
Q1

Q2
Q3
FY 2017 Quarter

Q4

FY 2017
From Prior Fiscal Years
From Fiscal Year 2017

Fraud, Waste, and Abuse Hotline Administration
The hotline review committee, composed of the City Auditor, the City Attorney, and the City Manager, or their
designees, meets as needed to review hotline‐related activities. We received and closed four hotline complaints during
the second quarter of FY 2017, two of which were related to the same case. The chart below summarizes the status of
complaints received in each fiscal year since the hotline was implemented.
16
14
12
10
8
6
4
2
0

Status of Complaints Received by Fiscal Year
Closed Complaints
Open Complaints
15
5

7

FY 2013

3

2

FY 2014

FY 2015

2
FY 2016

FY 2017

Source: City of Palo Alto hotline case management system as of December 31, 2016

We recently sent a survey to about 60 local government audit offices that manage a hotline to seek input about how
they manage their hotlines to ensure they receive calls when fraud, waste, or abuse are suspected and how they triage
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and investigate valid complaints. We received about 25 responses and are compiling the results. We will
present a
discussion item on this topic at the Policy & Services Committee meeting on March 14, 2017.
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POLICY AND SERVICES COMMITTEE
TRANSCRIPT
Special Meeting
Tuesday, February 14, 2017
2.

Auditor's Office Quarterly Report as of December 31, 2016,

Chair Wolbach: Alright and I think our City Auditor is going to remain here
for Item Number 2 which we will not move onto. I thank everybody who
came for Item Number 1. Let's move on to Item 2-Auditor’s Office Quarterly
Report as of December 31, 2016, Again, I’ll turn it over to our City Auditor
to give us a presentation on this.
Harriet Richardson, City Auditor: Thank you. As you know, we do a
quarterly report. Four of them a year, obviously, so that we can just update
the Council on what we’re doing. Progress we’re making on our audits. This
represents the second quarter of the Fiscal Year; Fiscal Year 17’ for the
period October – December 2016. Highlights during the year. The first one
was that I was notified in December that I’m receiving a National award
from the Association of Local Government Accountants for excellence in
government leadership. I don’t have that award in hand yet but it’s on its
way. That award is to recognize one State local or tribal public profession
annually, who over the course of their public career has exemplified
excellence promoted, excellence in government, outstanding leadership,
high ethical standards and innovative management procedures. I was very
happy to be notified that I’m getting that. (Crosstalk) Thank you. We also
completed and presented to the Finance Committee the City’s financial
statements and reports. We actually present them on behalf of (inaudible)
[phonetics] [O’Connell], who is the external financial auditor. Those were
presented to the Finance Committee in November and then we published the
fee schedule audit which we just presented to you. Getting into the audit set
in progress, these statutes – these are the status as of December 31st, so
some of these have progressed beyond that at this point. The first one is
continuous monitoring audit. We call it Procure to pay which is really
accounts payable, where we’re looking at whether data analytics and using
some sort of continuous monitoring of those data analytics. This can help the
City identify potential duplicate payments to vendors or duplicate vendor
records. We’re moving along with that. That is in the reporting phase and is
pretty close to being done. It will be done much sooner than June but
because of scheduling, it won't be presented to Policy and Services until
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June. I’m expecting that it will be done – we have February on here but
most likely it will be March. Then I’m going to skip the next one since we
just presented that. We have the utilities, water billing accuracy audit and
that one is to determine whether utility customers have been accurately
billed for their water services. That one is in progress and the auditor
working on that is drafting the report now. That is scheduled for
presentation to Policy and Services in April 2017; this year. We’re on track
but depending on how much conversation there is back and forth regarding
the audit findings, it could potentially get delayed until June. I’m not
scheduling anything for May Policy and Services from the auditor’s office
because I won't be in town on that date so if we miss April, we’ll be going in
June. The next one is our continuous monitoring of overtime where we’re
looking at whether or not – if departments have more details about the
when and why they use over time, that they could be able to manage it
more effectively and that one is in the reporting phase also and it scheduled
to be presented to Policy and Services in June. We’re also in the process of
wrapping up an audit of sustainable purchases which is looking at the
purchasing practice to determine on a City-wide basis, how well the City
complies with green purchasing requirements in our City policies. Those
include the Environmental Preferred Purchasing Policy, the Extentor Producer
Policy, the Recycled Paper Policy and those types of things. That one is very
close to being finished and should be on time for the April Policy and
Services Committee. We’re also looking at the Hydromax Cross spore
Contract. That was work that was – that was a contract to do sewer line
inspection work and report back to the City what it was finding as far as
cross spore gas lines crossing through the sewer lines and looking at
whether or not the City got the required information from that contract
which – the contractor wasn’t able to finish that work under the existing –
the contract that was originally in place. The City’s manager’s office asked us
to actually look at that to see before they implement a – execute another
contract to finish the work -- whether or not they got the data they were
supposed to and whether or not the City allocated an appropriate level of
contractor over the site. As of December, that audit was in the field work
phase. It’s actually now in the reporting phase. The report is being drafted
now and we expect to present that one to Policy and Services in June also. A
non-audit service that we are doing is looking at – we’ve been providing
some advisory services to the Department of Information and Technology as
it’s developing the requirements for the new enterprise resource
management system. I have one auditor who is doing that work. She’s
participating in all of the technical and strategic planning meetings that IT is
holding with the departments. We’ve had one -- written communication with
the department on to kind of clarify what are role is and what our role isn’t
in this process. One of the other things that she did was some research on
where government IT project, ERP systems in particular -- what the biggest
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risks are for successfully implementing such a system and we summarized
those and gave that to the department also. Right now, they’re in the
process of having a change in the project manager. I’m not quite sure how
that’s going to affect the work but the project manager we’d been working
with just went out on maternity leave so there’s a new one in place. Then
the National Citizen Survey, as you know we presented that and the annual
performance report at the Council retreat on January 28th. As of December
31st, we were still compiling all of the information and analyzing the results
of the Citizen Survey but those are both complete now. We also do sales tax
and monitoring work where – and we have a consultant who assists in that
work. Where we look at business records for Palo Alto to identify where a
business may have under-reported or potentially missed allocated their sales
or use tax to another jurisdiction. Really looking at trends. We see oh, a
business had sales tax for a period of time and then all of a sudden there’s
none or there’s a big drop. It’s kind of an indicator for us to look and see
was there a potential under-reporting or miss allocation. Under-reporting
typically happen more with new businesses that haven’t got their procedures
in place yet. The miss allocations are usually errors on the part of the
business and how they reported in that particular period. For the second
quarter, we received $12,120 in additional sales tax. Thirty-four hundred of
that was from our – my office’s efforts and $8,700 were from the
consultant's efforts. To date – year to date for the first two-quarters, we’ve
received an additional $274,000 and right now, there’s 62 – what they call
them is short forms. It’s the form that gets filed with the State Board of
Equalization for them to initiate the work to look at that sale tax and
determine if there really was a miss allocation. There are 62 of those forms
sitting with the State on behalf of Palo Alto right now. Twenty of those are
from our office and 42 are from the consultant. Then we also do some
routine advisory roles. We participate in the Utilities Risk Oversight
Committee, the Information Securities Steering Committee and Information
Technology Governance Review Board which really looks more at when new
projects are coming up. We provide advice if we see something from an
audit perspective that we might want to provide some input on. Moving onto
the status of audit recommendations. A couple of years ago, I believe it was
2014 when I came here…
Chair Wolbach: Yeah. If there are any questions about that section. Go for it.
Vice Mayor Kniss: Yes, just about that…
Ms. Richardson: The sale tax?
Vice Mayor Kniss: Right now, I am on Number 2 of what you just finished.
Maybe there’s no connection here but the issues that arose with the school
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district last year regarding the amount that they anticipated coming from
Stanford and what actually came was pretty startling. Does this have
anything to do with that in particular? Were you monitoring that or was that
something they were monitoring?
Ms. Richardson: That was what they monitor. I wasn’t…
Vice Mayor Kniss: (Inaudible) anything to do with us?
Ms. Richardson: Right. We get sale tax from the hospital construction project
because it was a very large project. We made arrangements to be able to
get the sales tax for materials purchased for that purpose; allocated directly
to the City and, so I actually have some numbers here. Over the course
(crosstalk) – that's supposed to be through…
Vice Mayor Kniss: That was a good negotiation.
Ms. Richardson: Yes. Over the course of – it happened before I came here so
I can’t take credit for it. Over the course of time that the construction been
going on – and it will – it went up and then it’s going to gradually go down
again. In 2011 it was about $10,000. Last year it was $884,000 – almost
$885,000. So far, we’ve received about $2 million in sales tax revenue as a
result of that effort.
Vice Mayor Kniss: Do we just put that into the General Fund or is it set aside
(inaudible) (crosstalk).
Ms. Richardson: It goes into the General Fund. It’s just general sales tax
money.
Vice Mayor Kniss: Good. Thanks.
Chair Wolbach: Do we do that for all construction project in Palo Alto?
Ms. Richardson: No. We typically would only do it if it’s a very large
construction project. We had talked with ASD and Tommy Fehrenbach before
he left about doing some – looking – being more aware of some of those
projects but until someone is more active in that role in the City’s Manager’s
Office, we probably won't know about those – I won't know about those
projects but I think once that position is filled. We’ll get more – have more
communication about how we might go about identifying some of those
projects.
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Chair Wolbach: Just a thought on that is maybe to connect with – actually,
Peter Pirnejad in the Development Center as a point along the way.
Vice Mayor Kniss: Good idea. They got a great award last night.
Ms. Richardson: Excuse me. Moving on to the status of audit
recommendations. In 2014, when I came here and I wanted to modernize
our ordinances and some other things in the office. One of the things that
came up was the status of audit recommendation. My office use to gather
information from departments once a year and we’d present the status of
the old – outstanding recommendations to the Council and then the Council
wanted the City Manager to start reporting directly. We didn’t get a good
process in place. I think we have one now that will start moving these along
so I’ve been working with June on a new process. We’re actually – my office
is going to start initiating the process but they will still be City Manager
reports and instead of coming just once a year, they will start coming every
6-months like they're supposed to. My office is going to establish the
schedule and send out the notifications to keep departments on track
because as you’ll see here, all of these – most of them were past due as of
December 31st, there’s another one as of tonight, is past due and another
one that as of the next Policy and Services Committee meeting will be past
due. So, we’re initiating this and you should start seeing these come through
– I would guess probably beginning with the April Policy and Service – April,
May, June Policy, and Services Committee meetings. Also, one that has been
– two that have been a particular concern where the inventory management
and utility meters’ audits. My office met with ASD and utilities two weeks
ago, to talk about how to move those two sets of audit recommendations
forward and I think we have a common understanding now of what the
expectation is. I think that those ones will be coming forward pretty quickly
too.
Vice Mayor Kniss: Through you Cory, November/December we had long
conversations about issues with sufficient Staff to meet these goals. Does
that continue?
Ms. Richardson: One of my – you’re talking about my Staff where one was
out ill? That particular auditor was out ill again for a different reason. She’s
been back to work but I know that she’s still not completely well but she is
at work right now.
Vice Mayor Kniss: So, you’re back to full Staff at the moment?
Ms. Richardson: Yes.
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Vice Mayor Kniss: Ok. Thanks.
Chair Wolbach: I have a couple questions but I want to turn to others. Any
other questions on this item?
Ms. Richardson: I do have the hotline to talk about.
Chair Wolbach: I’m sorry. No, please go ahead. I’ll let you finish your report.
Ms. Richardson: Ok, yeah. That’s just the last part. As you know, we
administered the Fraud, Waste and Abuse hotline in – to date in 20 – Fiscal
Year 2017, we’ve received 7 complaints; 5 of them are closed, 2 of them
we’re expecting to be resolved in January so they should be closed as of the
next reporting period. Only one of those was substantiated. The others have
not been substantiated. That does conclude my presentation.
Chair Wolbach: Tom or Lydia, do you have any questions?
Chair Wolbach: Alright…
Council Member DuBois: I’m sorry. I will go ahead.
Chair Wolbach: Oh, yes. Please go ahead. Go for it. (Inaudible) (Crosstalk)
After you Tom.
Council Member DuBois: I actually had a couple maybe suggestions on the
report because I think often times we have similar questions. On the open
items, it might be good to know which of these would be fixed – activity
versus (inaudible) waiting for the new ERP system because we see a total of
75 open items and no fixes in the last quarter but I think a lot of those items
are just waiting for the new ERP system.
Ms. Richardson: I think it’s a small number waiting for the new ERP system.
Much smaller number than just open recommendations but I have had a lot
of conversation with the departments and ASD in particular, about if a
recommendation is so old that it was really supposed to be a change in SAP,
that we will close it out now and reopen it as we do some of our ERP
planning audits.
Council Member DuBois: I mean I think this is the second quarter when no
changes and so…
Ms. Richardson: It’s more than that.
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Council Member DuBois: Ok. Again, I’d like to understand why? If some of
these open things are just never going to be fixed, we might want to take
them off or understand that.
Ms. Richardson: Right and I’ve been pretty clear with departments that I’m
open to that. If we need to revisit a recommendation for it being
overburdensome because it depended on the – it’s dependent on the new
ERP system. Whatever reason that we can discuss that and I’m open to
revisiting that. We actually did do that with some of the older ones that we
were able to close out already.
Council Member DuBois: Ok. Then, you might have answered the question –
it wasn’t really a question but the chart here on implemented
recommendations.
Ms. Richardson: Yes.
Council Member DuBois: It might be good to show the previous threequarters plus the current quarter versus (inaudible) 2017.
Ms. Richardson: Right. You’re talking about the number implemented?
Council Member DuBois: Yes.
Ms. Richardson: You actually have that there it’s just in zero, zero, zero
because…
Council Member DuBois: Again, it might be good to show rolling past history.
Ms. Richardson: Yeah, it’s been no progress for a period of time.
Council Member DuBois: Then you’re talking about your award and stuff
triggered a thought. Last year you did a lot, I don’t know if your Staff did
too, but rotations to other Cities. I forget what you call that where you go…
Ms. Richardson: The peer review.
Council Member DuBois: Peer review. You might just want to have a section
in where you list those.
Ms. Richardson: We haven’t had anyone go on one recently but when we do,
we do put it in our activity highlights.
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Council Member DuBois: On the sales tax, a couple things there. Again, the
cost recovery seems to have dropped off a lot in the last year. I think 2015…
Council Member DuBois: The sale tax. Yeah, I’m jumping around a little bit.
The sale tax cost recovery – again, just my feeling is it has been pretty low
the last several quarters. Again, it might be good just to get an annual chart
that you could show us?
Ms. Richardson: Just like this?
Council Member DuBois: Yeah.
Ms. Richardson: Just like that. Well actually, I had someone do this today
because those questions come up a few times recently…
Council Member DuBois: It comes up a lot.
Ms. Richardson: …so I said, can you go back and create this. On Fiscal Year
‘16 was low but the previous – 1, 2, 3, 4, years, it was over $100,000. This
year we had one really high recovery that we weren’t anticipating. It was
about $240,000 from way back in 2007 and it was a miss allocation that
went to a City down south and really – a huge miss allocation and should
have been distributed throughout the State and Palo Alto’s share of that was
$240,000. Our consultant worked through a pretty significant appeal process
with the State Board of Equalization to recover that money on behalf of its
clients. If we took that out, we’d be at about $30,000 – yeah, about $30,000
for this year to date.
Council Member DuBois: I know it’s kind of lumpy and unpredictable but it
just feels lower and there’s a backlog there but…
Ms. Richardson: That backlog has been growing. I went back and looked at
the numbers for the last 4-quarters. A year ago, at this time, the backlog
was 52 and now we’re at 62 and so it has grown in between there. It was 52
in December last year or a year ago, 56 in March, 63 in June, 65 in
September and 62. I – the State has told us that they’ve been under Staffed
and I think that’s why those are taking so long for them to get through their
review to determine if there is a miss allocation.
Council Member DuBois: Then the last one I was just curious. I looked at
this link here in the quarterly sales tax reports.
Ms. Richardson: Yes.
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Council Member DuBois: The last one up on the web was June of 2016. I
think we published at least one more since then, right?
Ms. Richardson: Yes. They’re always delayed a little bit. Those actually come
from the consultant and then we do a little summary on the top but they
missed a quarter and had to catch up. There’s June 16th…. (Crosstalk)
Ms. Richardson: … I think is the most recent – right. We should be getting
the September one fairly quickly. There’s always a lag in those because of
the timing of the State giving the – the consultant being able to get the
information from the State and putting it together with their report.
Council Member DuBois: It sounds like – yeah, I just wanted you to be
aware that it sounds like there’s one missing. It sounds like you’re going to
catch that up. Ok, thank you.
Chair Wolbach: Lydia, any questions or comments?
Council Member Kou: (Inaudible) On the – first I want to say congratulations
on your award.
Ms. Richardson: Oh, thank you.
Council Member Kou: Thank you. Precreative pay so if it did happen that we
had duplicate payments to vendors. Can we get that back?
Ms. Richardson: Yes, and the department does identify some on their own.
We identified some and they identified some. Right now, our biggest concern
is really with duplicate vendor files because that creates an opportunity for
someone or a lot – and a lot of unused vendor files. They haven’t been used
for many years. That creates a lot of opportunities for bad things to happen
and as we move into the new ERP system, that’s when things will be
recommending pull over only active vendor files and have a process for
weeding out vendors or achieving them I would say. Archiving vendor
records that aren’t being used.
Council Member Kou: There’s a lot of cleaning up to do?
Ms. Richardson: Yes.
Council Member Kou: Second question was about the abuse hotline. That’s
for employees (inaudible) (crosstalk).
Ms. Richardson: Correct. It’s an internal hotline.
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Council Member Kou: Internal hotline. Ok, thank you.
Vice Mayor Kniss: You might say a little more about the hotline just because
it has in the past been an interesting topic.
Ms. Richardson: Yes. As you can see, we don’t get a lot of complaints but
one of the concerns that I’ve had is that a lot of the complaints that we do
receive – for example, if you look at 2015, you say oh – 2016 you say oh,
wow. People are starting to use the hotline. Nine of those complaints were
basically different versions of the same complaint and when you read them
they sounded like they were coming from the same person. They are
unanimous but the writing style, you can kind of tell it sounds like it coming
from the same person so I’m in the process of working on the protocols –
revisiting the protocols and we're supposed to come back to Policy and
Services in March to look at what can we do to make the hotline a more
effective tool and not have it be where someone is calling in to complain
because they don’t like a decision their manager made. When it’s really not
a fraud, waste or abuse issue. Possibly doing some publication of what – as I
call it marketing because you don’t want to be soliciting calls unless the real
fraud, waste, and abuse calls but really putting some information out to
employees about what the hotline is and what it isn’t. There’s a lot of good
examples out in the public arena for what works and what doesn’t work. I’m
working on that now and expect to come back in March with a report.
Chair Wolbach: Any other questions, Liz? Ok. I’ve actually got one questions
and it kind of ties into the next meeting or item on our Agenda which is
Future Meetings and Agendas. In – that is, 2 of the items that you are
talking about bringing to Policy and Services Committee.
Ms. Richardson: Yes.
Chair Wolbach: I would actually suggest – you should probably go to Finance
but I wanted to discuss it while you’re still here. Those are the water billing
accuracy audit and also the Hydromax Cross Bore Contract and my reason
being that generally, Finance Committee should handle utilities related
items. I just wanted to raise the possibility of those two going to the Finance
Committee rather…
Ms. Richardson: Can I address that?
Chair Wolbach: … Yeah – I just want – that’s why I’m bringing it up so I
wanted to open that up (inaudible).
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Ms. Richardson: When I worked on updating our Ordinance back in 2014,
one of the issues that came up was how does the office decide what goes to
Policy and Services and what goes to Finance? It was pretty much random.
It was like oh, it’s time for finance to get one. Oh, Policy and Services hasn’t
had one and there weren't some real clear criteria for how they were
deciding what when to which Committee. Then Policy and Services
recommended and Council adopted a decision that all audits would go to
Policy and Services and Policy and Services would act as the Audit
Committee. It doesn’t specifically use the term Audit Committee in the
Ordinance but that was the reason behind it and it is the best practices –
best practice from an audit perspective to have an Audit Committee where
one Committee hears the reports. If we wanted to do that – we did make a
change when we did the annual services audit because initially, Finance
Committee had asked us to do some work in – I put it on our audit plan but
the Finance Committee was very interested. It was asking the City’s
Manager’s Office to look at the financial situation in animal services so we
made, I think Policy and Services made a recommendation to move that to
finance and we did that. On a routine basis, it was really attended to be that
Policy and Services would serve as the Audit Committee.
Chair Wolbach: Interesting. Ok. I don’t know if my Colleagues have any
thoughts on that or whether we want to revisit that or just accept that as an
explanation and move forward.
Council Member DuBois: I have a quick comment. I mean, we’ve certainly
done utilities in the past; the gas meter audit and the inventory audit. I’m
interested in that and I’m also very interested in the Hydromax Audit.
Chair Wolbach: Let me be clear, I’m very interested in hearing them. I just
didn’t want to take something away from Finance (crosstalk) (inaudible).
Council Member DuBois: I think it makes sense for the auditor interface with
(inaudible).
Chair Wolbach: I appreciate that, that feedback.
Vice Mayor Kniss: Often they are two different functions. You just help me
turn it on. There are times when we’ve looked at audits and then said, you
know this probably should go to Finance as well because they will look at it
differently. So, we’ve seen that happen in the past as well. I think – I
understand just what you’re saying. This is the Audit Committee.
Ms. Richardson: Yes.
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Vice Mayor Kniss: Then, I think sometimes at the end of that you might say
this probably needs to have a – at least a fly by with…
Ms. Richardson: We actually had that discussion with Cable Funds Audit and
the advice from the City’s Attorney’s office – I don’t know if Terence wants
to step in on this at all. I was talking with Molly – was that it’s really best to
keep it with one Committee and then move to Council rather than having – I
– since I’ve been here, I haven’t gone from one Committee to another. We
had that discussion with the Cable Audit but then we ended up not doing
that.
Vice Mayor Kniss: Any comments from…
Terence Howzell, Principal Attorney: No further comment. I think that
adequately describes Molly’s direction.
Khashayar Alaee, Management Analyst: I think one thing to add just from
the City’s Manager’s perspective and I know we’ve talked to Harriet about
this and certainly I think Harriet and Jim could finalize it. I think where Jim is
coming from is that, he wants to make sure that both Committees have an
adequate workload and that one doesn’t have too many items in one year
and that one Committee doesn’t have that many items in the same year. I
don’t think it’s something that necessarily we need to resolve this year but I
do think it’s a topic that may come up at your next retreat. To look at the
workload of both Committees and even the discussion of the Committee
structures in itself and as a whole. I think that’s where some of the
discussion is coming from but again, certainly Harriet and Jim would have to
finalize that.
Vice Mayor Kniss: What do other cities do?
Mr. Alaee: I don’t know off the top of my head.
Ms. Richardson: From an audit perspective?
Vice Mayor Kniss: Yeah.
Ms. Richardson: I’ve always only reported to one Committee.
Vice Mayor Kniss: Good to know.
Chair Wolbach: Tom?
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Council Member DuBois: I was just going to suggest that maybe we close
this item and talk about future agenda since we seem to be hitting
(inaudible).
Chair Wolbach: I’ll open to a Motion.
Vice Mayor Kniss: So, moved.
Council Member DuBois: Noted.
Chair Wolbach: Do you want to clarify the Motion or does the City Clerk need
us to clarify the Motion?
Jessica Brettle, Assistant City Clerk: Right now, I have it to accept the
Auditor’s Office Quarterly Report as of December 31st, 2016,
Chair Wolbach: Do we have a second? Second by – Motion by Kniss and
seconded by Kou. Alright. Any more discussion?
MOTION: Vice Mayor Kniss moved, seconded by Council Member Kou to
recommend the City Council accept the Auditor’s Office Quarterly Report as
of December 31, 2016.
Vice Mayor Kniss: I have a 5-minute…
Chair Wolbach: Seeing none. All in favor? Passes unanimously. Thank you
very much, Harriet, for two excellent agenda items.
MOTION PASSED: 4-0
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