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Internal Audit Report for March 2016 
 

Summary        

Two reports were issued during the month: 

 Palo Verde Irrigation District Forbearance and Fallowing Program Audit Report 

 Employee Separation Process Audit Report 

 

Discussion Section 
This report highlights the significant activities of the Internal Audit Department during March 2016.  

In addition to presenting background information and the opinion expressed in the audit report, a 

discussion of findings noted during the examination is also provided. 

 

 

Palo Verde Irrigation District Forbearance and Fallowing Program Audit 

Report 
 

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

the Palo Verde Irrigation District (PVID) - Forbearance and Fallowing Program (Program), as of 

September 30, 2015.  Our review consisted of evaluating the accounting and administrative controls 

over the land fallowing process to ensure they are adequate, complete, comply with participating 

landowners and PVID Program agreements, and Metropolitan policies and procedures.  We also 

evaluated the propriety and accuracy of landowner payments, under the Program.  Additionally, we 

reviewed the Program recordkeeping and reporting processes, to ensure accurate and complete 

accounting and reporting of Program activities. 

 

In August 2004, Metropolitan entered into an agreement with PVID to implement a 35-year 

Forbearance and Fallowing Program.  The Program developed a flexible water supply of up to 

125,000 acre-feet (AF) per year, through non-irrigation of qualified farmlands in the Palo Verde 

Valley area.  From 2005 to 2006, Metropolitan entered into long-term agreements with PVID, and 

99 participating landowners to fallow the qualified farmlands through July 2040. 

 

Under the terms of the Program and at Metropolitan’s discretion, participating landowners would not 

irrigate up to 35 percent of their land.  In exchange, Metropolitan would make monetary payments to 

participating landowners in consideration of the saved water developed by the fallowing that would 

be available for Metropolitan’s use.  PVID would be compensated for related administration costs, 

such as monitoring compliance by participating landowners.  Metropolitan estimates that at a 

maximum fallowing call, the conserved water savings would be 125,000 AF.  
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Annual payments to participating landowners under this Program were $752 and $771 per fallowed 

AF for Program years 2014 and 2015, respectively.  For Program year 2014, Metropolitan paid   

$8.6 million to participating landowners for a 50 percent fallowing call.  For Program year 2015, 

Metropolitan paid $14.3 million to participating landowners for 100 percent fallowing call. 

 

In addition, annual payments and advances are made to PVID for Program administration is initially 

capitalized to the short-term asset account PVID Deferred Operation costs.  These costs are adjusted 

at the end of each fiscal year, in proportion to the remaining Program water stored at Lake Mead at 

the end of the prior calendar year.  If 50 percent is remaining, then 50 percent of deferred costs are 

written off.  The Deferred Operating costs totaled $14.9 million, as of September 30, 2015.  

 

Opinion 
In our opinion, the accounting and administrative procedures over the PVID Program include those 

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

compliance with such policies and procedures provided effective controls from January 1, 2010 

through September 30, 2015.  
 

 

Employee Separation Process Audit Report 

 

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

the Employee Separation Process (Separation Process), as of November 30, 2015.  Our review 

consisted of evaluating controls over the Separation Process.  Specifically, we tested the controls 

over retrieval of assets, revocation of network access, payment of earned leave time, and 

cancellation of medical benefits for employees leaving Metropolitan.   

 

The Separation Process begins when an employee voluntarily or involuntarily leaves Metropolitan, 

or retires.  Once a separation notification is given, the employee’s manager is responsible for 

securing Metropolitan assets, ensuring access to facilities and systems is terminated, and notifying 

the Human Resources Section (HR) of employee departure date. 

 

HR supports these objectives by developing policies and procedures over the Separation Process.  

They also distribute, maintain, and process information on the separating employees.  This includes 

preparing documentation necessary to comply with legal requirements such as notifying CalPERS, 

processing COBRA health coverage, and ensuring that Payroll is notified so final wages and accrued 

leave time are paid.   

 

Finally, HR provides an Exit Interview Questionnaire to separating employees.  These actions serve 

to protect employee rights, as well as Metropolitan interests.  Over the last three years, HR has 

processed 260 separations.  Employee Group Separations table:   
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Employee Group Separations 

2013 - 2015 

 

  RETIRED TERMINATED   

Group/Department 2013 2014 2015 Subtotal 2013 2014 2015 Subtotal Total 

Business Technology 5 11 17 33 2 2 2 6 39 

Office of the Chief Financial Officer 1 1 4 6 1 0 0 1 7 

Engineering Services Group 11 17 10 38 4 1 0 5 43 

External Affairs 2 2 0 4 0 0 1 1 5 

Office of the General Counsel 1 2 0 3 0 0 0 0 3 

Human Resources Group 2 3 2 7 1 0 0 1 8 

Office of Ethics 0 0 1 1 0 0 0 0 1 

Office of the General Auditor 0 0 0 0 0 0 1 1 1 

Office of the General Manager 3 1 3 7 1 1 1 3 10 

Real Property Development and 

Management Group 2 1 1 4 1 0 0 1 5 

Water Resources Management 1 3 3 7 1 1 1 3 10 

Water System Operations 37 31 41 109 7 9 3 19 128 

                               Total 65 72 82 219 18 14 9 41 260 

     Note:  Excludes Temporary Employees 

  

Opinion 

In our opinion, the administrative procedures over the Separation Process 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 2013 

through November 2015. 

 

Comments and Recommendations 

 

COMPLIANCE WITH POLICIES 

 

Compliance with Separation Policies ensures regulatory requirements are met, access to facilities 

and systems by separated employee is terminated on a timely basis, and Metropolitan assets are 

returned.  During our testing, we could not locate EForm 2114, Separation Asset Retrieval for 11 of 

20 separated employees.  This is in contrast to Operating Policies H-05: Employee Separation, which 

states that supervisors are responsible for sending the Separation Asset Retrieval forms to the Human 

Resources Section in accordance with the Employee Separation Procedures in a timely manner.  
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We recommend that management remind staff of the importance of complying with established 

policies and perform periodic reviews to ensure compliance. 

 

SEPARATION PROCEDURES (REPEAT RECOMMENDATION) 

 

Written policies and procedures should be established and documented to provide the framework for 

achieving compliance with regulatory requirements, Metropolitan’s Administrative Code, and 

Department goals and objectives.  Procedures assist management in the training of new employees, 

provide guidance for performance of daily responsibilities, and provide a source of reference for 

experienced personnel.  HR Separation Procedures should document processes related to personnel 

matters, including employee separations.  We also were unable to locate the HR Employee 

Separation Procedures Manual, as referenced in H-05.  
 

We recommend that management complete this section. 
 


