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This repOli is in response to Chairman Faulconer's December 3, 2009 memorandum


[Memorandum] to the Council President requesting that the proposed Audit Committee


Ordinance [Ordinance], scheduled for introduction before the City Council on December 7,

2009, be returned to the Audit Committee [Committee] for further consideration. The City

Council returned the item to Audit Committee, where it will be discussed on January 10, 2010.

The Memorandum raised concerns stemming from the fact that the version of the

Ordinance presented to Council had been revised subsequent to Committee approval on

October 2009. Specifically, the Memorandum raised concerns regarding the removal of

Committee approval ofthe City Auditor's Audit the of responsibilities


designated to the Committee Chair [Chair], and

_ ... _ ..,~_~ were

office prior to docketing



to 

o

or it 

mean


However, charter provisions must be read as a sections


interpreted within the broader context o f their collective purpose. "The words of statute


must be construed context, keeping mind statutory purpose, statutes or statutory


sections relating to the same subject must be hannonized."l San Francisco Int 'I Yachting

Dev. Grp. v. City and  County o f San Francisco, 9 CaL App. 4th 672,680 (1992). In the event o f

uncertainty, consideration must be given to the consequences that flow a particular


interpretation. Id.

Under section 39.2, the City Auditor is required to follow Government Auditing


Standards [GAS]. GAS establishes various independence standards for auditors: "the audit


organization and the individual auditor . . .  must be free from personal, external, and

organizational impairments to independence." Government Accountability Office, Comptroller

General of the United State,s, Government Auditing Standards (GAO-07-731  G) § 3.02 (2007).

External impainnents to independence include "pressure, actual or perceived, from management


and employees of the audited entity or oversight organizations" that restrict the auditor's work or

interferes with the auditor's ability to fonn independent conclusions. Id. § 3.1 o. Mandating


Committee approval of the Audit Plan could impair the independence of the City Auditor or

create the impression that his independence is impaired. This would be contrary to the

requirement that the City Auditor conduct his work in accordance with GAS. The Committee


should carefully consider this issue with the input o f the City Auditor.


SDMC section 26.1701(b)(2) was changed to remove specific


Chair. It is not necessary to specify Chair because, in context, acts

The IS agenda therefore,


responsible for addressing the agenda requests of Committee and the City


J "The fundamental rules of statutory construction apply 

at 682.

of city charter 

" Id.



to 

o

1, 2009 version presented to


(including typographical errors

addressed in a corrected copy of the Ordinance City on 4, 2009).

are available to discuss these revisions at the convenience of the Committee.


BCW:jdf

Attachments


RC-2010-1

cc:

Respectfully submitted,

JAN 1. GOLDSMITH, City Attorney

By ~{,/JLk.Ht+:lr-.1.L--"'=f------



AN ORDINANCE AMENDING THE SAN DIEGO MUNICIPAL

CODE AMENDING CHAPTER 2, ARTICLE 2, =-"'-'~-=-=-.:.

DIVISION 43 BY REPEALING DIVISION 43, TITLED

COMMITTEE" IN ITS ENTIRETY AND AMENDING

CHAPTER 2, ARTICLE 6 BY ADDING NEW DIVISION 17

TITLED "AUDIT COMMITTEE" ADDING SECTIONS

26.1701 THROUGH 26.1713, l\ND AMENDING CHAPTER 2,

RELATED TO THE AUDIT COMMITTEE CREATED

PURSUANT TO CHARTER SECTION 39.1.

WHEREAS, on 3, 2008, the citizens of the City of San Diego approved Proposition


C approving, among other things, an amendment to the City Charter by adding Charter section


an 
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U U > U U , , , " ,  as necessary to out

provisions of Charter section 39.1; NOW,

BE ORDAINED, by the Council ofthe City of San Diego, as follows:

Section 1. 

That Chapter 2, Article 2, of the San Diego Municipal Code is hereby


amended by repealing Division 43, titled "Audit Committee" in its entirety.


Section That Chapter 2, Article 6, of the San Diego Municipal Code is hereby


amended by adding a new Division 17, titled "Audit Committee", and by adding new sections


26.1701 through 26.1713, to read as follows:

6: Boards and Commissions


I § 26.1 701 


(1)

controls
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anse


management regard to the City's annual financial reports.


Committee shall

==~~~==~~~==== 

(1) review the results o f significant investigations, examinations or

(2) 

reviews performed by govern.ment and regulatory authorities and

any management response thereto-;-~

+flte-1;:::;6JffiEl'H:-fte€~l:ffilF-S-lmtt-plac:e any item within the scope the


Attdi-t-Committee's authority on the A -'\: l ta t f - l :omrmttee agenda at

the request o f any Committee member or City ~K:ffi-ett-HTt7FPITJtlF:-

come to

to the accuracy and

to realsonatJl
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§

be rprnr"JPrl
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a vote of

The Committee shall meet periodically, as it detennines, but not less than once

per quarter. The Committee shall conduct its meetings in accordance the


requirements of California la'll, including the Ralph M. Brown Act.

Resources


The City Manager, the City Attorney, the Chief Financial Officer and the

Independent Budget Analyst shall fuily-cooperate with the Committee and

provide such assistance and resources as are reasonably necessary to allow the

Committee to carry out its responsibilities. The Committee may request City

retain professional consultants it considers necessary to carry out its


one or more
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any activities

any

(a) The Committee shall have direct access to the City's outside auditor

conducting its review of the City's annual audit. connection with

annual audit of the City's financial statements, the Committee-sha±l:

)

calendar of milestones for the preparation the t + p t - s - a n nU a l

audit;

a 

statement


on

to oversee

to{[etller or 

to
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(5)

to 

statements


the

may appoint a ' - . . / U H H H H L v ' - '  WHi&fBa'IIIO attend


the Disclosure Working Group at which the audited

financial statements of City are considered;


shall review with 

auditor:

Chief Financial Officer and the outside

(A) the audited financial statements and the notes to

o f

financial statements in the City's Comprehensive Ammal

Financial Report tb:f-'I::f'-*+-U 

the issuance of the audit

to the City Manager and the City
opinion and 

Council any comments or recommendations it may have,

and 

matters


are

or
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(b) 

are to an

City Council

the ffil:fH:l:ili'<:~~:Q financial statements should be received and

Committee


may R:*;jtHffl!~~~   certifications from any City employee regarding that


employee's role in preparing the City's financial statements that the


COlThllittee deems necessary and appropriate to support the Committee's


recommendation to the City Council.

Accounting Policies

The Committee shall review periodically, not less than annually, with the

outside auditor

accounting 

U~'~H~''-'' financial statements.


treatment r.,.,~tp,rr~'ri
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§

not less the

Financial Officer, the City auditor, asor other "n,~,..n. ....., .,

City officials, the City's intemal controls over financial reporting and internal

auditing procedures. Such review shall include discussion of the following:

(a) how the City's financial systems, controls and practices compare

similar municipalities;

(b) any significant deficiencies in the design or operation of internal ro , vnTT"n

including material weaknesses in such controls reported by the outside

auditor, the City Auditor or management, and any additional audit

procedures adopted in light of material control deficiencies, which could

adversely affect the City's ability to record, process, summarize or report

or or not,


a

statements


)
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(5) San Diego City Employees' Retirement


(6) San Diego Data Processing Corporation


(b) At its discretion, the Committee may review the audit financial statements


of other related entitiesCity component units it deems appropriate.


(c) 

considering rel:-atE~8flttty'fQm.r@:~1J:lm1   audited financial statements,


the Committee may request certifications from any City employee, or

component unit employee-e:f-, regarding such reta:tt:~ffitH±E&'~illJl!Q~~

Committee deems ~ffig;m1~!lli:rrLne,:;es:saJry

appropriate.


statements are tte:FBFR'H-Rtl<H-Bf:+--Pf8

)

at

statements are ,- ,V 'ch :W '- '' ' ',
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Oversight and Direction of City


The Committee shall oversee and direct the work of the City Auditor as follows:

(a) review and approve-the Annual Audit Plan prepared by the City Auditor,

(b) 

Auditor;;

review the Annual Risk Assessment prepared by 

conjunction with the Annual Audit Plan;


City I n 

(c) review the Annual Activities and Accomplishments Report prepared byof


on
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matter ,",?>Tnr",

notwithstanding 

Annual Audit 

= = - " - " '_  City Auditor l X l - ! J l - U T { \

initiate any audit the City Auditor u , -, , -, , , , , ,  necessary and appropriate, so

long as notice is provided to the Committee, such notice describing


impact, if any, of the new audit on the ability of the City

:f\:fiEefirte3fLi!:!illillI to complete the audits approved in Annual Audit

§ Retention of the Outside Auditor


(a) 

In order to fulfill its responsibility to recommend to Council

retention of the 

outside auditor, Committee shall:

(1) designate a member of the Committee to work with the

a for I~r{"'''''', Cl


and

it is to
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and all pem1 itted non-audit services to be provided to the City by

outside auditor order to ensure 

independence of outside auditor.


Section 3. That Chapter 2, Article 2, Division 1, of the San Diego Municipal Code is

hereby amended by amending section 22.0101.5, Rule 6.1, ffA:€!-by repealing Rule 6.1 1 .6, titled


"Audit Committee."


Section 4. That a full reading o f this ordinance is dispensed with prior to its passage,

a written or printed copy having been available to the City Council and the public prior to the


day o f its passage.


Section 5. on

L

1



of

S.

City Clerk


Deputy City Clerk


Approved: _ _ _ _ _  _

(date) 

JERRY SANDERS, Mayor

Vetoed: 

- - - - - - -

(date) JERRY SANDERS, Mayor
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