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Internal Audit Report for September 2015   
 

Summary        

Two reports were issued during the month: 

 Organization, Development, and Training Program Audit Report 

 Quarterly Board Reports Review 

 

Discussion Section 
This report highlights the significant activities of the Internal Audit Department during  

September 2015.  In addition to presenting background information and the opinions expressed in 

the audit reports, a discussion of findings noted during the examination is also provided. 

 

 

Organization, Development, and Training Program Audit Report 
 

Background 
The Audit Department has completed a review of the accounting and administrative controls over 

the Organization, Development, and Training (OD&T) Program, as of June 30, 2015.  Our review 

consisted of evaluating the adequacy of internal controls over OD&T Program administration, 

reporting practices, and tested compliance with Metropolitan policies and procedures.  We also 

tested compliance with the terms and conditions of consulting agreements with Kenneth T. Mirvis 

(Kenneth), Planning, Operations, Vision Management Consultants Collaborative LLC (POV), and 

Worktalk Communications Consulting LLC (Worktalk).  Finally, we evaluated the validity and 

propriety of invoice payments for assurance that amounts billed were properly calculated, and 

adequately supported. 

  

The Human Resources Group, OD&T Unit, is responsible for administration of mandatory, job-

related, and career development training as authorized by Operating Policy J-05: Training and 

Development.  The OD&T Unit addresses these goals and objectives by providing a broad-range of 

employee training and organizational development opportunities:   

 

Specifically, job-related instruction is given to address current and evolving job requirements.  Also, 

mandated training modules are provided to ensure compliance with legal, regulatory, and 

Metropolitan directives.  Next, career development is offered to enhance employee future career-

related skills, knowledge, and abilities.  Finally, organizational development efforts are made that 

encompasses interventions that help solve problems, coach managers, and improve human 

collaboration and processes.  
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The OD&T Unit supports these objectives by developing the curriculum, course descriptions, class 

contents, and training schedules.  They also provide OD&T Program facilitators, or contract with 

third-party training vendors and consultants.  In addition, the OD&T Unit is responsible for 

documenting Metropolitan training, recording course completion, and maintaining training records.  

Finally, they monitor the quality of training, and provide support and guidance for organization 

development activities.  

 

Third-party vendor contracts are used by OD&T for curriculum development, technical enhancement 

(software coding and report writing), and employee coaching.  In addition, agreements with 

Skillsoft, Fred Pryor, New Horizons, and Starlight Education provide on-line and classroom 

instruction to supplement training programs.  Training courses are offered to all active employees 

and are scheduled, tracked, and monitored using MyLearning in the PeopleSoft Enterprise Learning 

Management system.   

 

In addition to OD&T efforts, employee development responsibility is shared with the individual 

business units.  This structure allows management the flexibility to respond to specific needs, and 

control their training budget.  Finally, employees are responsible for maintaining valid certifications 

when performing duties that require such documentation, and complying with training requirements.  

Managers are responsible for monitoring staff compliance, and identifying and communicating 

training needs to OD&T.  The training budget and actual costs for fiscal years 2011/12 through 

2014/15 are: 

 

  2011/12 2012/13 2013/14 2014/15 

MWD Budget
1, 2

 $1,198,006 $1,285,705 $1,316,292 $1,646,085 

MWD Actual
1, 2 

   $800,440    $944,506    $983,120 $1,575,978 

OD&T Unit Budget
3, 4

 $285,000 $385,000 $385,000 $335,000 

OD&T Actual
3, 4

 $413,615 $392,316 $355,208 $330,378 

1. Includes Training & Seminar Account 45200 and Conference & Meeting Account 45250. 

2. Excludes labor costs for employee external training, and payments to external training service providers. 

3. Includes Training & Seminar Account 45200, Conference & Meeting Account 45250, and Outside Services  

Professional Account 45400. 

4. Excludes labor costs for employee external training. 

 

Opinion 

In our opinion, the accounting and administrative procedures over the OD&T Program include those 

practices usually necessary to provide for a generally satisfactory internal control structure.  The 

degree of compliance with such policies and procedures provided effective controls from January 1, 

2012 through June 30, 2015. 
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Comments and Recommendations 

 

COMPLIANCE WITH TERMS AND CONDITIONS OF THE AGREEMENTS  

 

Compliance with contractual requirements is necessary to ensure accurate accounting records, proper 

supporting details, and adequate controls over administration of training service agreements.  

Compliance with contractual terms and conditions also ensures parties fully discharge their duties 

and obligations, and exercise their legal rights associated with the agreements.  During our review of 

the Kenneth, POV, and Worktalk agreement documentation, we noted: 

 

1. Conflict of Interest Statements for consultants could not be located in the files, as required by 

agreements.   

 

2. Task Orders could not be located for services performed. 

 

3. ACORD Certificate of Insurance forms for Kenneth and POV could not be located for fiscal 

years 2012/13 and 2013/14.  ACORD forms for Worktalk from September 24, 2014 through 

March 24, 2015, did not indicate coverage for automobile and liability insurance. 

 

In addition, we examined three Kenneth invoices totaling $14,300, four POV invoices totaling 

$3,750, and four Worktalk invoices totaling $9,150 from January 2012 through December 2014 and 

noted: 

 

4. Invoices were not certified by consultants as to their propriety, which is in contrast to the 

Billings and Payments Section of the agreements. 

 

5. Ten of 11 invoices reviewed did not include the maximum amount payable and total amount 

previously invoiced, as required by the agreements.  Further, one invoice listed incorrect 

amounts for these categories.   

 

6. None of the invoices included beginning and ending billing dates. 

 

7. Supporting documentation such as labor hours and cancellation charges could not be located.  

Also, Worktalk invoices did not include itemized descriptions for services charged, as required 

by agreement. 

 

8. Worktalk Invoice No. 141 totaling $549 included services performed prior to the agreement 

effective date of January 1, 2014.  That is, consultant billed for services performed between 

October 2013 and December 2013. 

 

9. Eleven invoices reviewed revealed that one Kenneth invoice, four POV invoices, and two 

Worktalk invoices were paid seven to 43 days, after invoice due date.   
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We recommend OD&T agreement administrators remind consultants to comply with the terms and 

conditions of their agreements.  Further, we recommend management conduct periodic reviews to 

ensure compliance with contractual terms and conditions.   

 

POLICIES AND PROCEDURES  

 

Policies and procedures should be established and documented to provide a framework for 

accomplishing organizational goals and objectives.  Procedures provide guidance for consistent 

performance of daily operations, assist in the training of new employees, and provide a source 

reference for experienced personnel.  For the OD&T Unit, procedures should provide guidelines for 

originating training requests, curriculum development, course registration, and employee 

registration.  Moreover, procedures should also provide guidance for course monitoring, evaluating, 

and reporting.       

 

During our review, we noted that OD&T Program operating practices were not codified into the 

Policies and Procedures Manual.  We were unable to locate written procedures for processing 

training requests, developing course content, evaluating class results, and monitoring and reporting 

training activities.  Our review also noted that Operating Policy J-05: Training and Development was 

last updated in September 2012, and does not reflect current responsibilities and organizational 

functions.   

 

We recommend OD&T management establish target dates for completion of operating manuals, and 

update of Operating Policy J-05.  We also recommend management periodically review and update 

its operating policies, to reflect current organizational structure and procedures.   

 

CURRICULUM MANAGEMENT  

 

Curriculum management is the process of managing related educational programs, with the intention 

of improving the coordination and effectiveness of instructional elements.  These efforts emphasize 

the integration and prioritizing of resources across programs, managing links between organizational 

goals, and costs of the OD&T Program.  For the OD&T Unit, these efforts are crucial to ensure that 

training programs are aligned with business objectives, satisfy regulatory requirements, and meet 

employee needs.  OD&T Program evaluations and cost analysis are crucial to curriculum 

management to confirm the efficacy of course work, and to satisfy fiscal responsibilities.  Finally, 

training activities should be tracked, monitored, and reported to ensure management is receiving 

accurate and timely information for decision-making.  During our review, the following was noted:  

 

1. The OD&T Unit Organizational and Training Needs Assessment for May 2013 could not be 

located.  These efforts are essential for development of the two-year educational curricula.  We 

understand this work included surveys of employees, supervisors, and managers for feedback 

regarding current course offerings, as well as solicitation of future training need requests.   

 

https://en.wikipedia.org/wiki/Project
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2. Evidence the OD&T Unit performs class and program evaluations could not be located.  While 

we understand the completion of class evaluation forms is voluntary, participant assessments and 

OD&T Program evaluations are crucial to ensure that training goals are achieved. 

 

3. Evidence the OD&T Unit performed a program content, schedule, and structure analysis could 

not be located.  These assessments could include a gap, redundancy, and sequencing analysis.   

 

4. Documentation of employee registration and cost-tracking could not be located.   

 

5. Potential underutilized Elearning modules were provided by Skillsoft.  We noted that Skillsoft 

was contracted to provide Elearning business skills, software training, business certifications, 

and access to on-line books.  In 2014, there were 1,828 activated users but only 287 participating 

users for a cost of $63,300.  Human Resources reports indicate there were 1,776 employees, as of 

December 2014. 

 

6. Potential underutilized Elearning modules provided by Fred Pryor Seminars – CareerTrack (Fred 

Pryor).  We noted that Fred Pryor was contracted to provide unlimited on-line access to seminars 

and training courses for a total of 100 participants, and is paid $14,900 annually for this 

subscription.  However, a review of the February 2015 Usage Report revealed that only 37 

employees utilized this training program.  

 

7. Potential underutilized Elearning modules were provided by Starlight Education.  A 2014 

subscription fee of $5,625 was paid to Starlight Education for employee access to QuickClips 

(How-to Videos) for Access, Excel, Outlook, PowerPoint, Project, Windows XP, and Word.  

However, we noted there was only 107 employee log-ins during 2014.   

 

We recommend that OD&T Unit management formalize procedures for conducting assessments of 

its training curriculum and course evaluations, and tracking, monitoring, and reporting of training 

activities.   
 

 

Quarterly Board Reports Review 
 
We reviewed the Report of Professional Services Agreements (Professional Services Report) and the 

Report of Contracts for Equipment, Materials, Supplies, and Routine Services of $250,000 or Above 

Contracts (Contracts Report) for the Third Quarter of Fiscal Year 2014/15 published by the Business 

Technology Group, Administrative Services.  The purpose of this review is to gain reasonable 

assurance that information included in these quarterly reports is accurate, complete, timely, and in 

compliance with the Metropolitan Water District Administrative Code. 
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PROFESSIONAL SERVICES AGREEMENTS REPORT 

 

Background 

Administrative Code Section 2720(a)(2) requires the General Manager report to the Engineering and 

Operations Committee on the employment of any professional and technical consultant, the 

extension of any professional and technical consulting agreement, and on the Exercise of Authority 

under Sections 8121(c) and 8122(h) during the preceding calendar quarter.  The Administrative 

Code also requires the Professional Services Report indicate when a consultant is a former 

Metropolitan employee.   

 

Administrative Code Sections 2721 - 2723 require the General Counsel, General Auditor, and Ethics 

Officer report quarterly to their respective committee concerning any expert or professional service 

agreements executed pursuant to their authority under the Administrative Code. 

 

The Professional Services Report is prepared on a quarterly and annual basis to comply with these 

Administrative Code requirements and identify those agreements administered by the General 

Manager, General Counsel, General Auditor, and Ethics Officer.  For the period ending March 31, 

2015, the Professional Services Report disclosed that $104.4 million was paid for consulting and 

professional services since the beginning of fiscal year 2014/15.  We compared the amounts 

expended on professional services during this third quarter against second quarter amounts, and 

noted a $52.7-million increase.  The Electric & Gas Industries Association Agreement 129415, 

under the Water Resource Management Group for Metropolitan’s Regional Conservation Rebate 

Program, accounted for $43.9 million of the total increase in the expenditures amount. 

 

It should be noted that totals reported under the General Counsel’s authority excluded payments 

related to the San Diego County Water Authority litigation, were accounted for under the Self-

Insurance Retention Fund.  We also noted that 61 of 373 active agreements were sole-source 

agreements totaling $8,064,836, or 8 percent of total fiscal year-to-date expenditures.  The Fraser 

Communication Agreement 143867 was $4.7 million of the total sole-source agreement amount.  

Finally, we noted that 79 of 373 agreements were for small purchases less than $24,999, totaling 

$326,025 of total fiscal year-to-date expenditures.   

 

FY 2014/15 General Manager General Counsel General Auditor Ethics Officer 

Contract Expenditures $103,796,998          $250,488 $305,031 $40,274 

Active Agreements 343 36* 1 4 

Agreements Terminated    25                      0 0 0 

* Agreements with transactions during the current fiscal year. 

 

Government Agencies RFP RFQ Small Purchases Sole-Source 

                   $207,843  $82,019,594    $13,524,003         $326,026       $8,315,324 

                           5                 51             177                79                      97 

0% 79% 13% 0% 8% 
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Testing Procedures Performed 

Our procedures included a cursory review of the reasonableness of the professional service 

expenditures and analysis of consultants with multiple active agreements, to determine whether an 

agreement was split into smaller agreement amounts to circumvent established approval limits.  We 

also evaluated whether statistics in the Professional Services Report were adequately supported, and 

assessed the timeliness of board reporting.   

 

Testing Results 

Our review did not reveal any agreements that appeared to be unreasonable, or split to override 

established approval limits.  In addition, our review did not reveal any material differences between 

reported amounts and supporting documentation.   

 

CONTRACTS FOR EQUIPMENT, MATERIALS, SUPPLIES, AND ROUTINE SERVICES OF 

$250,000 OR ABOVE REPORT 

 

Background 

Administrative Code Section 2720(b)(2) requires the General Manager report to the Finance and 

Insurance Committee on the execution of any contract authorized under Section 8122(g) - Contracts 

for Equipment, Materials, Supplies, and Routine Services.  This code section states that the General 

Manager may execute contracts for purchase of materials, supplies, and other consumable items such 

as fuels and water treatment chemicals generally identified in the budget regardless of dollar value, 

provided sufficient funds are available within the adopted budget for such purchases. 

 

The Contracts Report is prepared on a quarterly basis to report on contracts that comply with these 

Administrative Code requirements.  During the quarter ending March 31, 2015, the Contracts Report 

disclosed 11 contracts fitting these criteria.  We noted the total maximum amount payable for these 

contracts was $26 million.  Eight of these contracts were awarded as a result of competitive bidding, 

and three were sole-source contracts authorized under Administrative Code Section 8140 – 

Competitive Procurement. 

 

Testing Procedures Performed 

Our procedures included a cursory review of the reasonableness of expenditures.  We also verified 

that all contracts of $250,000 or more for specified items were included in the Contracts Report, and 

adequately supported.  We also reviewed sole-source contracts for justification and approval, and 

assessed the timeliness of board reporting. 

 

Testing Results 

Our review did not reveal any discrepancies between contracts and amounts shown in the Contracts 

Report, and supporting documentation.  We also noted that the policies and procedures for 

competitive bidding, cooperative agreements, and awarding sole-source contracts are in place.   
 


