Minutes — February 13, 2020

MAYOR

DAVID R. MARTIN RICHARD FREEDMAN

CHAIR
MARY LOU T. RINALDI
VICE CHAIR
GEOFF ALSWANGER
FRANK CERASOL!
KIERAN M. RYAN
(OPEN)

TEL: (203) 977-4699
FAX: (203) 977-5030

BOARD OF FINANCE

STAMFORD GOVERNMENT CENTER
888 WASHINGTON BOULEVARD
P.O. BOX 10152
STAMFORD, CONNECTICUT 06904-2152

AUDIT COMMITTEE MEETING OF THE BOARD OF FINANCE

The City of Stamford Board of Finance conducted an Audit Committee meeting on February 13, 2020 at
6 p.m.

MINUTES (DRAFT)

PRESENT: MARY LOU RINALDI, COMMITTEE CHAIR; RICHARD FREEDMAN, GEOFF ALSWANGER
(arrived at 6:06 p.m.), FRANK CERASOLI AND KIERAN RYAN (arrived at 6:04 p.m.); AND DAVID MANNIS
WHO WAS TO BE SWORN IN AT THE 7 P.M. MEETING OF THE BOARD. ALSO PRESENT: DAVID YANIK,
CONTROLLER AND BLUM SHAPIRO REPRESENTATIVES NIKOLETA MCTIGUE AND SANTO CARTA.

1. DRAFT CITY OF STAMFORD (COS) ANNUAL INTERNAL AUDIT PLAN AND RISK ASSESSMENT
2019-2020

Teresa Viscariello; Internal Auditor

Internal Auditor Teresa Viscariello presented her 2020 audit plan and risk assessment. The members of
the committee slightly re-prioritized the order of audits to be performed and discussed the parameters

and rationale for the majority of the audits. The Internal Auditor's presented documents are attached.
(See Exhibit 1)
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2. FINAL CAFR FOR YEAR ENDED JUNE 30, 2019 AND MANAGEMENT LETTER
Controller David Yanik will present the final CAFR and the Management Letter prepared by the City’s
external auditors, Blum Shapiro. Representatives of the Blum Shapiro firm will be present. The draft

CAFR was originally presented back in November and has since been finalized and posted on the City’s
website.

Controller David Yanik and representatives of External Auditors, Blum Shapiro, presented the results of
the City’s final CAFR for the fiscal year ending June 30, 2019 as well as the auditors’ management letter.
Auditors were asked to address in greater detail the issues stated in the management letter and to share
other concerns they might have. The Controller will be back before the Audit Committee to present the

City’s response to the management letter once it has been prepared Documents related to the CAFR
are attached. (See Exhibits 2A and 2B)

The meeting adjourned at 6:57 p.m.

Mary Lou Rinaldi, Chair

Audit Committee
This meeting is on video.
Mary Lou Rinaldi, Audit Committee Chair Kieran Ryan, Member
cc: Mayor David Martin David Yanik, Controller
Michael Handler, Directorof Admmlsiratlon Karen Vitale, Assistant Controller
Kathryn Emmett, Director of Legal Affairs™ - Lou Casolo, City Engineer
Mark McGrath, Director.of Operations _ Erik Larson, City Purchasing Agent
Jay Fountain, Director of OPM S Lyda Ruijter, City and Town Clerk
Leet , Assistant Director,of OPM Matthew Quinones, President, Board

of Representatives
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CITY OF STAMFORD
PRESENTED TO THE AUDIT COMMITTEE OF THE BOARD OF FINANCE
“DRAFT” ANNUAL INTERNAL AUDIT PLAN & RISK ASSESSMENT
FISCAL. 2019-2020

Prepared by: Teresa Viscarniello, City’s Internal Auditor
February 5, 2020



Table of Contents

Letter of TranSmial. ... v e s sn e saeas e s besae 2
Overview of Internal Audit Risk Assessment Process.........oocieeeieniiesesece oo 3-4
“Draft” Internal Audit Plan (EXRIDIL A)...cciciireceieceeeeeee ettt e ae e vane oo 5-6
“Draft” Internal Audit General/Specific Risk Ranking (EXRibit B)......ccccvoreeveirinnicesirerenn 7-8
“Draft” Internal Audit Risk Matrix |dentification/Assessment (Exhibit C).....coeveevivvevennen, 9-12

Page 1of4



February 5, 2020

Mary Lou T. Rinaldi, Audit Committee Chairman
Board of Finance Audit Commitiee

City of Stamford

Stamford Government Center

888 Washington Boulevard, Fourth Floor
Stamford CT, 06904-2152

Dear Ms. Rinaldi,

| hereby respectfully submit the enclosed Fiscal 2019-2020 Internal Audit Plan (the Plan) for the
consideration and approval of the City of Stamford Board of Finance's Audit Committee. This Plan
is for the period July 1, 2019 through June 30, 2020.

The role of an internal auditor as defined by the Institute of Internal Auditors is as foliows: “Internal
audit‘mg is an independent, objective assurance and consulting activity designed to add value and
improve an organization's operations. It helps an organization accomplish its objectives by bringing

a systematic, disciplined approach to evaluate and improve the effectiveness of risk management,
conirol, and governance processes.”

This responsibility of the internal auditor is to serve the City in a manner that is consistent with the
standards established by the internal audit community.

This audit plan is designed to be used as a planning tool and will continue to evolve in accordance
with the City's needs and abjectives. Circumstances may arise that may alter this set of audit
priorities In addition, audits may be performed in response to future events or on an “ad hoc basis”
in that they are not specifically identified in this Plan. In the event this does occur, necessary
adjustments will be communicated to the Audit Committee in a timely manner.

If you have any further question/comments or would like to discuss any aspects of the Plan, please
contact me at 203-877-4700.

@//mﬂcw

Respectfully submitted,
Teresa Viscariello, Internal Auditor

cc: Michael Handler, Director of Administration
David Yanik, Controller
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Overview of Internal Audit Risk Assessment Process:

Risk Assessment developed a structured risk assessment methodology based up three
steps:

1. Risk Identification

2. Risk Measurement (Scoring)
3. Risk Prioritization (Ranking)

1. Risk Identification {Top/Down approach):

A broad general risk assertion was identified that addressed applicable risks across
multiple depariments/related entities throughout the City of Stamford.

CFM - Timing of cash inflows does not match cash outfiows.

REVM - Revenue processes and controls do not ensure that amounts actually
received from taxpayers and others for City services are maximized.

EXPM - Expenditure processes and controls do not ensure that amounts
incurred and paid are minimized / competitively determined.

EXPMCAP - Expenditure processes and controls relating to capital projects do not
ensure that amounts paid are minimized / competitively determined or
that available capital project funding is applied as efficiently as possible. |

FINREP - Policies, procedures, information systems, and control activities do not
: ensure timely and accurate financial records on which to base financial
reports and related financial disclosures.

HR/T&A - Policies and information systems do not ensure that applicable state
and federal labor laws are adhered to or that amounts paid for labor and
benefits are in compliance with applicable agreements and are
minimized.

ETH/GOV - Policies, procedures, and information systems do not ensure that City
ordinances, statutes, and other codes of conduct are adhered to.

The following type of risk categories that were considered in the development of the City’s
internal risk identification:

> Operational Risk - Impairment of the ability to carry out day-to-day operations of the
City.

> Compliance Risk - Failure to comply with laws, regulations and internal policies
designed to safeguard the City.

> Finangial Risk - Loss or risk of loss or misapplication of financial resources or
assets.
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> Reputational Risk - Risk that public image or reputation of the City or one or more of

its representatives are damaged by actions of a unit or individual connected with the
City.

Next, a more specific risk assertion was developed by considering the following;

* Conducting various meeting with key senior level management discuss ongoing and
routine dialogue with key departmental management to identify specific issues,
gaps or concems in department coverages.

*» Reviewing individual depariments, functions, or fund financial documents,
identifying certain overages or trends in actual versus budgeted amounts.

* Reviewed the City's fiscal 2018 and 2019 management leiters on matters of
significant deficiencies in internal controls.

2. Risk Measurement {(Scoring) Weight Factor:

The above risk assertions were then scored based on their likelihood and
significancefimpact the strength of any mitigating/monitoring controls, and the related

governance. An overall risk ranking is shown in Exhibit C Internal Audit Risk Matrix and
Assessment.

< Significance/impact — based on a conservative materiality factor of 5% of 2019 City
of Stamford Comprehensive Annual Financial Report (CAFR) for each risk.

< Strength of mitigating/monitoring controls- based upon a system in place that
monitors and is regularly updated at least annually for each risk.

“+ Governance- based on required approvals that may be required, or oversight
exercised by the applicable Boards or Commitiees for each risk.

A weighting factor of 1 (lowest or least concerning) to 10 (highest) was developed and the
scores were multiplied together to obtain the total score for each risk.

3. - Risk Prioritization (Ranking):

Once the total scores were calculated the risks were then sorted from highest to lowest

according to their respective scoring and then ranked in Exhibit B Internal Audit Risk
Ranking.

The proposed Internal Audit Plan Projects for Fiscal 2019/2020 were identified and
developed from the ranked list in Exhibit A Fiscal 20198/2020 Internal Audit Plan.
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