Metropolitan Transportation Authority One Gateway Plaza 213.922.2000 Te}

Los Angeles, CA 9oo12-2952 metro.net

December 9, 2005

TO: BOARD OF DIRECTORS

THROUGH: ROGER SNOBLE
CHIEF EXECUTWE OFFIC

FROM: RUTHE HOLDE
MANAGING DIRECTOR, MANAGEMENT AUDIT SERVICES

SUBJECT: STATUS OF OPEN AUDIT RECOMMENDATIONS AS OF
OCTOBER 31, 2005

ISSUE

At the March Executive Management and Audit Committee meeting, the committee
requested that the status of all open audit recommendations be reported monthly. This
includes audits performed by Management Audit Services (MAS) and, in compliance with
GEN 19, external audits performed by outside auditors.

DISCUSSION

MAS’ monthly audit follow-up report includes all open audit recommendations related to
findings reported by Financial Audit, Information Technology (IT) Audit, Operational Audit,
and outside auditors; statistics on the number of recommendations closed or completed
since the last report; and a summary of audit activities in Contract Audit and Grant Audit.

During the month of October 2005, the Office of the Inspector General issued one report,
Final Report of Follow-up Review on Controls Over Direct Connect Mobile Telephones (05-
AUD-10). The report found that Metro management had taken adequate corrective actions
to implement the eight recommendations in their prior report, Audit of Controls Over Direct
Connect Mobile Telephones (03-AUD-10) issued December 3, 2003.

In total, two of the open recommendations were closed or completed during October.
Twelve recommendations have a status of “under review.” This indicates that the audit
client has submitted documentation that is being analyzed to verify that all of the
recommended actions are complete. We are actively working with staff to close each



recommendation as quickly as possible. The total open recommendations as of October 31,
2005 are included in Attachment A.

The following table summarizes the follow-up activity for audit recommendations during
October 2005.

Table 1
Summary of Financial, IT, Operational and External Audit Recommendations
As of October 31, 2005

Total
Executive Area Closed or Under Extended Not Yet Open
Completed | Review Due
Recom.

Chief Financial Officer* 3 7 4 14
Chief Comm. Officer 3 9 12
DCEQ/COO 2 6 15 2 23
Totals 2 12 22 15 49

Contract Audit conducts audits related to pre-awards, change orders, and incurred costs, as
well as providing support for claims, contract closeouts and contract related litigation. Grant
Audit conducts closeout audits of projects funded by the Call-for-Projects.

During October 2005, no audits were closed for the Contract Audit group, and 29 audit

reports remain open pending the results of negotiations. Grant Audit issued one final
report and there are two audit reports that are in the draft audit stage.

NEXT STEPS

Management Audit Services will provide the next monthly status report for the period
ending November 30, 2005.

Attachment A: Open Audit Recommendations Report
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