
EXECUTIVE MANAGEMENT AND AUDIT COMMITTEE

April 17, 2003

SUBJECT:
OFFICE OF INSPECTOR GENERAL (OIG) AUDIT ACTIVITIES REPORT

ACTION:
RECEIVE AND FILE

RECOMMENDATION

Receive and file subject report.

ISSUE

The MTA Board of Directors requested the OIG to report on 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

Last month, we issued our 2002 Annual Report.  The Report reflects the efforts of our audit and investigative departments, and provides additional information regarding significant changes we have made within our office to ensure high quality work products at reduced costs.

The OIG recently issued the following audit reports:

1. Audit of Controls Over MTA’s Purchasing Card Program 

2. Review of Property Management Controls 

3. Audit of MTA Expenses, For the Period July 1, 2002 to September 30, 2002

All of the above audit reports were previously submitted to the Board and MTA management in their entirety.    

The report on MTA’s Purchasing Card Program found that MTA had established adequate policies and procedures for the Purchasing Card Program.  However, our review of 823 purchases (totaling $211,706) made by 37 cardholders found that in many instances, cardholders and Approving Officials did not follow these procedures.  Specific deficiencies found were:

· Twenty-three cardholders did not submit itemized receipts to Accounts Payable for about 45 percent of the purchases made.  Itemized receipts were not provided for 374 purchases totaling $79,656.

· Four cardholders allowed unauthorized individuals to sign charge slips for purchases made with their MTA Purchasing Cards.  The unauthorized individuals signed for 81 purchases totaling $11,940.

· Four cardholders purchased items costing $3,168 that were prohibited by the User Manual.

· Twelve cardholders made split purchases totaling $21,998.  In addition, our review of a “Possible Split Purchase Violations” report provided by the bank disclosed the potential for many more split purchases.

· Twenty-two cardholders did not sign the monthly bank statements totaling $123,121 as required by the User Manual.  The cardholder’s signature verifies receipt of all merchandise, confirms that all expenditures are valid for business-related purposes, and acknowledges that the monthly statement is correct and reconciles to source documentation such as receipts.  
· Fourteen cardholders did not submit Monthly Purchasing Summaries to Accounts Payable, which is required by the User Manual.  In other instances, the Monthly Purchase Summaries contained discrepancies.  The Monthly Purchasing Summary is used to reconcile with the original receipts and monthly statement from the bank and documents the types of items purchased.  
In summary, 36 of the 37 cardholders had one or more deficiencies.  Also, seven of the eight Approving Officials had one or more deficiencies.   

The report on Property Management Controls found that internal controls were inadequate in certain specific areas.  
· Draft policies and procedures issued in 1994 had not been updated and did not adequately cover some key controls operations:

· Timeframes were not established for taking collection actions such as issuing delinquency letters.

· Criteria was not developed concerning the frequency and documentation of property site inspections.

· Guidelines were not established for credit checks on potential tenants.

· Written procedures were not developed for handling checks from tenants by Real Estate staff.
· Additional procedures were needed to ensure timely rent payment.  Forty-seven accounts totaling $462,441 were past due for over 180 days.  

· MTA had not implemented a computerized real estate management system.  As a result, the Real Estate Department did not have certain management tools, such as a computerized inventory of all properties owned by MTA and properties available for lease.  A computerized inventory would improve the property management efficiency and effectiveness.  

MTA Management agreed with the findings and recommendations discussed in the above reports and initiated the recommended corrective actions.  On August 16, 2002, the Real Estate Director approved and issued formal Property Management Policies and Procedures.

Prepared by:  Jack Shigetomi, Deputy Inspector General - Audits

____________________

WILLIAM WATERS

Inspector General
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