Gifice of the Compirolier

December 12, 2003

To the Honorable

the Common Council
City of Milwaukee

Council Members:

Enclosed is our semiannual report of audit activities and status, pursuant to
Common Council Resolution 020897, This report covers audits conducted during 2002
and 2003, and potential future audits.

We would be pleased to discuss this report with you at your convenience,
and before the appropriate Common Council Committee.

Sincerely,

Boom 404, Clty Hall, P00 Fast Wells Strest, Miwaukas, Wiscansin S3202-3587, Phone: (414) 288-3321, Fax: {474} 285-3281




Office of the Comptroller Audit Activities and Status
as of December 12, 2003

This Report identifies audits conducted in 2002 and 2003 year-to-date, describing the
audit scope, objectives and completion status of each for all “in-process” audits. For
those audits completed, the Report also summarizes audit conclusions as well as the
stated implementation status of audit recommendations. Table 1 lists the major audits
completed in 2002; Table 2 identifies the 2003 audits. Potential future audits are listed in
Table 3. In addition to the major audits identified in the Report, the Comptroller’s
miernal auditors also conduct a variety of other audit activities not resulting in a formal
audit report. These activities include pre-audit of Tax Incremental District (TID)
payments, advising on the financial and audit provisions of City contracts, and advice and
consultation regarding the cable television franchise matters.

As indicated in our first Audit Status Report, our Office has surveyed the implementation
status of audit recommendations for completed audits. Audit status information in Tables
1 and 2 is that given our Office in writing by the audited City departments. Qur Office
has generally not verified the accuracy of this information, but may choose to perform
audit activity in the future to accomplish this verification on a selected basis. For each
completed audit listed in the above tables, a detailed spreadsheet is maintained including
each audit recommendation. This process enables an on-going monitoring of the status of
all audit recommendations. An example of this detailed recommendation tracking is
provided for the 2002 Anti-graffiti Audit as Appendix A.

For audits completed in 2002, department responses indicate that many audit
recommendations have been implemented.  For example, the Department of
Neighborhood Services took action to implement eight of ten major recommendations
made in the Anti-graffiti Audit. Also, all 2002 audit recommendations regarding a
Payroll system upgrade were implemented. But a substantial number of 2002
recommendations have yet to be adopted. For example, the City Clerk’s Office made
substantial improvements responding to a 1993 license - cash processing audit. However,
none of four City Clerk License system recommendations from a 2002 audit have been
mmplemented, apparently because the City Clerk intends to replace the current license
system soon. Similarly, none of the 2002 audit recommendations from a real estate tax
exemption audit have been implemented due to staffing and time constraints in the
Assessors Office. Also, DCD did not respond to a request for information on its follow-
up related to this audit.

For audits completed in 2003, department responses indicate few actions toward
implementing the audit recommendations. There has been little implementation action
for audits issued in the first half of 2003, the Audit of DCD Development Contracts
Management and a Water Billings and Accounts Receivable Audit. For audits recently
completed (Police District #3 Capital Project; Audit of “Procard” Usage; DPW Billing &
Accounts Receivable Audit), insufficient time has elapsed to measure implementation
effort or success.



Table 3 lists potential future audits. This Table includes two separate audits of billing,
collection and accounts receivable systems that were previously suspended because of
significant deficiencies that made these operations unauditable.

An audit of Port of Milwaukee accounts receivable was suspended in September 2001
when it was determined that billings were backlogged, none of the 2001 billings were
recorded m the City FMIS accounting system, the billing system had not been reconciled
with the City FMIS since 1998, and billing system reports were not available for audit,
The Port is providing information on its progress in correcting these major deficiencies
and 1s completing the installation of a new automated billing system. The audit is
expected to resume in the first quarter of 2004 after the new billing system is in operation
and the major deficiencies have been addressed.

An audit of Fire Department emergency transport billings was suspended in July 2003
when it was determined that the outside billing contractor unexpectedly terminated its
confract and billings had not been processed since March. Fire has a new billing
contractor and has been providing status information on its operational improvements.
This audit is also expected to resume in the first quarter of 2004. The audit will include
an assessment of current transport costs as well as the potential revenues associated with
private ambulance service transport.

Potential audits are identified based on research by the internal auditors, suggestions by
City staff, and formal requests made to the Comptroller. Potential audits include a
compliance audit of the City’s contract with the Federated Library System and an audit of
the Management of the City’s vehicle pool. Decisions on whether and when to schedule
audits involve risk assessment, auditor availability, and whether outside consulting
assistance is needed.
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