EXECUTIVE MANAGEMENT AND AUDIT COMMITTEE

September 19, 2002

SUBJECT:
OIG AUDIT ACTIVITIES REPORT

ACTION:
RECEIVE AND FILE

RECOMMENDATION

Receive and file subject report.

ISSUE

The MTA Board of Directors requested a report on OIG audit activities for the September Board meeting.

BACKGROUND

The OIG Charter mandated the creation of a unit to report directly to the MTA Board of Directors.  The OIG has numerous responsibilities as defined in the Charter, and the OIG Audit Unit has a broad responsibility for oversight in a cooperative support mode with MTA management for increased accountability and improvement of MTA organizational performance.  

A large measure of the OIG audit focus is to provide the MTA Board of Directors and MTA management with independent analyses, evaluations, and appraisals of performance effectiveness, accuracy of information, efficient use of resources, and adequacy of internal controls.  In addition, the Audit Unit is charged with the detection and analysis of those items indicative of fraud, waste, or abuse.

DISCUSSION

The OIG has recently issued seven audit reports (see list of reports at Attachment A).  The reports covered various MTA activities and operations as well as the required quarterly audits of MTA expenses for travel, meals, dues, membership fees, etc.  All audit reports have been previously submitted to the Board and MTA management in their entirety.  Five of the seven  audit reports are summarized below:  

· A report on Inventory Management of Bus, Facilities, and Non-Revenue Items found that the current inventory management system was not adequate, which makes effective inventory management more difficult.  Our analysis of the inventory database for the bus, facilities, and non-revenue items disclosed that many active line items had 

more stock on-hand than the maximum stock level computed by the Material Management System.  Our analysis of the inventory database also found some errors and missing information in the database as well as other conditions that inventory management should evaluate further.  

· A report on MTA’s Contractor Pre-Qualification Program found MTA has implemented a Pre-Qualification Program.  However, we have found at least three areas in which the Pre-Qualification process should be improved:  

1. Some vendors whose sales to MTA exceeded the $100,000 threshold for Pre-Qualification were not required to be pre-qualified.  

2. The Pre-Qualification Office is not staffed to accomplish all of the Pre-Qualification requirements in the MTA Procurement Manual.  For example, the Pre-Qualification Office does not conduct reference checks of contractors’ prior work history.  

3. Executive Review Panel decisions on contractor appeals of Pre-Qualification denials were not adequately documented.  

· A report on Controls over the Utilization of Temporary As-Needed Employees found that formal policies and procedures were not established for the utilization of Temporary As-Needed Employees and some temporary employees were utilized for long periods.

· A report on Controls over the Utilization of Seconded Employees found that there were no written policies and procedures for Seconded Employees and Human Resources had no involvement in the utilization of such staff.  Also, requirements in one of the professional service contracts were not followed for issuing task orders.  

· A report on Surplus Personal Property found that controls over the transfer of surplus property from divisions and departments to Materiel Management were not adequate.  There was no accountability for surplus items transferred to Materiel Management.

ATTACHMENT

A.
List of OIG audit reports.

Prepared by:  Jack Shigetomi, Acting Deputy IG for Audits

____________________

WILLIAM WATERS

Acting Inspector General

OIG AUDIT REPORTS ISSUED

1. Inventory Management of Bus, Facilities, and Non-Revenue Items
2. Review of MTA’s Contractor Pre-Qualification Program

3. Controls over the Utilization of Temporary As-Needed Employees

4. Controls over the Utilization of Seconded Employees

5. Controls Over Surplus Personal Property
6. Follow-up Review on the Transportation Foundation of Los Angeles

7. Audit of MTA Expenses, For the Period July 1, 2001 to March 31, 2002
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