EXECUTIVE MANAGEMENT AND AUDIT COMMITTEE


MAY 16, 2002








SUBJECT:	MANAGEMENT AUDIT SERVICES MONTHLY REPORT





ACTION:	RECEIVE AND FILE








RECOMMENDATION





Receive and file the monthly report of Management Audit Services.








ISSUE





Chairman Fasana requested a monthly report on audit activities by Management Audit Services.








BACKGROUND





Management Audit Services performs two types of audits – external audits of our contractors and grantees and internal audits of MTA operations.





The Contract Audit Group conducts audits related to pre-awards, change orders, and incurred costs, as well as support for claims, contract close-outs and related litigation.





The Project Audit Group conducts close-out audits of projects funded by the Call-for-Projects.  The group also provides oversight for the annual Consolidated Audit of financial and compliance audits, which is performed by a CPA firm under contract to MTA.





The Internal Audit Group is responsible for evaluating the internal control system of the MTA, as well as determining compliance with policy and regulation, ensuring the safeguarding of assets and evaluating MTA functions, activities and processes for efficiency and effectiveness.�



DISCUSSION





During the 3rd quarter of fiscal year 2002, Contract Audit completed 55 close-out audits involving 22 contractors with contracts valued at $17.6 million.  Project Audit completed 27 close-out audits of grants valued at $10.1 million.  They identified and recommended $0.8 million for deobligation.  





Our most recent Internal Audit conveyed the results of the major and significant count and valuation of MTA’s $6.6 billion Fixed Asset Inventory.  Along with a recent prior inventory of Material Stores, this effort has greatly improved MTA’s controls over inventory.





The physical inventory of fixed assets was conducted in response to a criticism by the Federal Transit Administration (FTA).  The FTA’s FY1999 Triennial Review found that the MTA had failed to conduct a biennial reconciliation of the fixed asset records to a physical inventory of federally funded equipment having a useful life of more than one year and a value in excess of $5,000.





A physical inventory was conducted of MTA’s rolling stock, equipment with a value in excess of $5,000, and buildings and real estate.  The physical inventory listings were compared to the fixed asset records and reconciled to MTA’s Comprehensive Annual Financial Report for June 30, 2001.  The auditors are preparing recommendations based on their observations during the inventory.





In the course of the project, we realized that a separate request had been generated to appraise MTA’s real estate for insurance purposes.  We were able to include this appraisal with our inventory project which resulted in an estimated cost savings to the MTA of $500,000.  The results of the physical inventory will also help MTA prepare for the adoption of GASB 34, the new government financial reporting standards, which must be implemented by June 30, 2002.





A material stores inventory was performed last year that covered the $64 million of parts and material held in the Central Warehouse & Distribution Facility as well as the various Division Storerooms.  The main concern at the time was the validity of the dollar value of the inventory on the general ledger, which we found to be reasonable.  We recommended 6 procedural improvements and 3 have been implemented, 2 will be addressed by the new Maintenance & Materials Management System, and we are continuing to work with management to address the remaining recommendation.








NEXT STEPS





Management Audit Services tracks all audit recommendations until they are either implemented or otherwise resolved.





�



Prepared by:	John Beamer, Internal Audit Manager, MASD
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