EXECUTIVE MANAGEMENT AND AUDIT COMMITTEE

JULY 18, 2002

SUBJECT:
MANAGEMENT AUDIT SERVICES MONTHLY REPORT

ACTION:
RECEIVE AND FILE

RECOMMENDATION

Receive and file the monthly report of Management Audit Services.

ISSUE

The Chairman had 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

Since last month’s report, Internal Audit issued its audit report on Wayside Warranty Processing.  This was the 4th in a series of reports on the Warranty Processing with the others being Bus, Rail and Facilities.  As in the other reports, we recommended the acquisition of a warranty tracking system as well as improvements in procedures and documentation.  Management concurred with our recommendations and is in the process of implementing the recommended tracking system.

Previously, Internal Audit issued reports on Accounts Payable and Treasury Operations, two important areas within the FINANCE Group.  

The purpose of the Accounts Payable audit was to determine the adequacy of controls over the payment process and whether payments were processed efficiently and accurately.  We concluded that internal controls over the Accounts Payable function were generally adequate and, using audit software, detected no duplicate payments.  We recommended improvements in supervisory review, system monitoring and system access.  Management concurred and is in the process of implementing corrective action.  The audit further noted that delays in payment frequently resulted from a lengthy cost center approval process.  Significant management attention has been directed towards this situation.  As this process has recently been revised in connection with the implementation of the new version of the Financial Information System, it will be the subject of a follow up audit later this year.

The purpose of the Treasury Operations audit was to determine the adequacy of controls over check processing, wire transfers and the cash receipt/deposit functions.  We recommended improvements in procedures for check processing and wire transfers as well as system enhancements for wire transfers.  We also recommended more efficient utilization of the space occupied by the operation.  Management concurred with our recommendations and is in the process of implementing corrective action.

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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Chief Financial Officer
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Chief Executive Officer
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