EXECUTIVE MANAGEMENT AND AUDIT COMMITTEE

June 20, 2002

SUBJECT:
OIG SEMIANNUAL AUDIT ACTIVITIES REPORT

ACTION:
RECEIVE AND FILE

RECOMMENDATION

Receive and file Subject Report.

ISSUE

Chairman Fasana requested a report on OIG audit activities.

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 issued 13 audit reports during the semiannual period (see 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.  Four audit reports are summarized below.  All audit reports were previously submitted to the Board and MTA management in their entirety.  

A report on Controls Over Petty Cash Funds found significant internal control weaknesses and lack of accountability over the funds.  For example:  (1) the master list of cash funds was inaccurate, incomplete, and outdated, (2) receipts were not maintained for funds issued to custodians, (3) some fund purchases were improper, unauthorized, and unsupported, (4) cash on-hand was not 

always consistent with authorized amounts, (5) reconciliations were not made, and (6) policies and procedures were not approved.  MTA management agreed with the findings and initiated corrective actions.

A report on Controls Over Scrap Metal Sales found internal controls were not adequate to deter fraud, waste, and abuse.  Specifically:  (1) the contractor did not provide MTA with receipts for scrap metal pick-ups, (2) controls were not adequate to segregate different categories of scrap metals, (3) key duties over the sales of scrap metals, contract award, contract administration, receipt of contractor checks, and reconciliation of invoices were not segregated, (4) written policies and procedures were not established, and (5) oversight of the contractor’s performance was not adequate.  Also, the contractor did not pay MTA for 6 months of scarp pick-ups, made late payments for 11 other months, did not always provide itemized monthly statements, and submitted monthly statements that contained discrepancies.  MTA initiated actions to correct the deficiencies.

A report on Overtime Payments to Non-Represented Employees found that some employees who were identified on the Overtime Reports as not being authorized for overtime pay were overpaid approximately $11,000.  Also, written policies and procedures had not been implemented for overtime payments to non-represented employees.  MTA management initiated actions to recover overpayments and correct the deficiencies found.

A report on Controls Over Real Estate found that although MTA had initiated some actions to implement prior OIG recommendations, controls over the real estate inventory were still inadequate.  The report further identified the need for MTA management to (1) prepare a comprehensive list of all property owned by MTA, (2) implement a computerized real estate inventory system, and (3) establish a system of controls to ensure that Real Estate Department inventory records are in balance with Accounting records.  MTA management initiated actions to correct the deficiencies found.

ATTACHMENT

A.
List of OIG audit reports.

Prepared by:  Jack Shigetomi, Acting Deputy IG for Audits

____________________

ARTHUR SINAI

Inspector General

BOARD REPORT ATTACHMENT A

	Date Issued


	                                   Subject                                    

	05/14/02
	Follow-up Review on MASD’s Internal Audit Function



	03/08/02
	Follow-up Review on Contract No. LST-147-96 Awarded to Petra Building Maintenance


	03/08/02
	Audit of MTA Quarterly Expenses, April 1, 2001 to June 30, 2001 



	03/07/02
	Purchase Order Controls 



	02/26/02
	Controls over Real Estate 



	02/25/02
	Employees Receiving Dual Workers’ Compensation Payments and MTA Payroll Payments



	02/22/02
	Overtime Payments to Non-Represented Employees



	02/21/02
	Follow-up Review on MTA’s Bus Inspection Program 



	02/20/02
	Controls over Petty Cash Funds 



	02/19/02
	Controls Over Sale of Scrap Metals 



	01/25/02
	Follow-up Review on Resolution of Questioned Costs Identified by MASD Contract Audit Reports



	12/11/01
	Follow-up Review on Survey of Controls Over Duplicate Vendor Payments 



	12/11/01
	Follow-up Review on Review of Award of Contract for Temporary Contract Administration Services 
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