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RESOLUTION NUMBERR- 303021

DATE OF FINAL PASSAGE  OCT 10 2007

A RESOLUTION OF THE COUNCIL OF THE CITY OF SAN
DIEGO DIRECTING THE MAYOR TO SUBMIT A RESPONSE
TO THE SECURITIES AND EXCHANGE COMMISSION
BE IT RESOLVED by the Council of the City of San Diego that the Mayor is hereby
authorized and directed to deliver or cause to be delivered the City’s response to the letter dated .

July 23, 2007 from the Securities and Exchange Commission, substantially in the form presented

to the Council on the date hereto and attached hereto as Exhibit A.

APPROVYED: MICHAEL Y. AGUIRRE, City Attorney

o\

Mark D. Blake \ |\ N——"
Chief Deputy City Attorney

MDB:jdf

09/26/07

Or.Dept:City Attorney
R-2008-268

I hereby certify that the foreggy esolution was passed by the Council ofvthe City of San
- . 3Ry i
Diego, at this meeting of - .

ELIZABETH S. MALAND

City Clerk
By
Deputy Citg, Cler /
Approved: /D'_/ 2-07 d’ZS/L/
' (date) JERRY SANDERS, Mayor
Vetoed: ,
(date) JERRY SANDERS, Mayor
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. Dear Mr. BowerS'

® | ® EXHIBIT A

THE CIT‘Y OF SAN Du—:e?.ﬁ

September 21, 2007

Ms. Kelly C. Bowers

Senior Assistant Regional Dlrector
Securities and Exchange Commission
Los.Angeles Regional Office

11" Floor

5670 Wilshire Boulevard

Los Angeles, CA 90036-3648

to Messts. John'Hartigan and Stanley

Thls is in response to’ your July 23, 2007 1e 'k
dependent Consultant” dated June 7,

Keller regarding Mr. Keller’s “1n1t1a1 Rep rt of-
2007.

Let 'me first assure the, Securmes and Exchange Commlssmn (SEC) that the City has
taken the need for reform senously Proper disclosure has been‘a top priority and to that
‘ f.steps to enstire proper disclosure as follows:.

Tl' C1ty established the Disclosure Practlces ‘Working Group (DPWQ),
Ny ecently restructured to make it even more responsive to
disclostire requirements.
T have establlshed a new Chief Financial Ofﬁcer (CFO) posmon that
_oversees the City’s financial affairs.
The City | has established an Audlt Commlttee to oversee the City’s
ﬁnanc1a1 reporting.
. Selected a new financial accountmg and reportmg system has begun its
full implementation, including hiring a systems integrator.
The City completed and issued the 2003 and 2004 CAFRs.
e The City conducted disclosure training for all managers and Council
Members.

Speaking specifically to the recommendatnons in Mr. Keller's report and noted i in your
letter, the City’s response is as follows:
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Ms. Kelly C. Bowers
September 21, 2007

1.

-internal auditor through City Charter revision.

The City must finalize the internal audit function and hire as soon as possible
a qualified internal auditor.

The City.concurs with this recommendation and hasconducted a nationwide
search for a new internal auditor. The CFO, along with representatives of the
Audit Committee and the Independent Budget Analyst, interviewed the candidates
and I have recently hired a highly qualified internal auditor. The auditor will start
with the City on October 22, 2007 and will report to the COO-and communicate
directly with the Audit Committee. Until the new auditorﬂstarts, the interim
auditor will continue to oversee the Internal Audit Uni;dﬁ‘ﬁddition, steps are
being taken, as described in item 4 below to enhance-the.independence of the

The Audit Committee should complete its ""r"g'an'i"zation as‘quickly as possible
by selecting citizen advisers and profgggidnal consultants, as'ﬁgcqssary, to
assist the Audit Committee in discharging its responsibilities.

The City has established an. Audit Committee. " ‘Audit Committee has been
functioning since the beginning of the calendar year, holding meetings at.least

‘twice each-month and overseeingithe:completion cffat]_‘l,ngity’s CAFRs. The

Committee is currently comprised othiiijggiCouncil membeérs and an ad hoc
committee of three outside advisors. Thxe?t’hr; c-non-voting public advisors
were confirmed at the Committee’s July. 30, 2 eeting and bring extensive
technical expertisé‘to:the. Commitiee: At the Septémiber 10, 2007 meeting, the
three public gdVisors ap giared and are.commencing their work plan to assist the
Committee on specific isstes. In addition;the Audit Committee is in the final
states of selecting an-outside professional consultant and will fund its final

‘ ,icallyfpfbﬁcient public voting members, the City’s Charter
stbe amended. ‘As is the City’s custom and practice, 1 established a 15
City Chartef;Review Committee. The charge of the Committee is, among

financial items;including recommendations regarding the structure of an
independent A ‘{dit Committee. Their-work is scheduled to be-completed by
October 4, 2007 and will come before Rules Committee of the Council on
October 24,2007 for recommendation to the full Council. Council’s

determination will then be put before the voters in 2008.

The City should upgrade-to a more modern and reliable financial accounting
system so as to ultimately improve financial reporting. :

The City concurs with this recommendation.and has already selected-a new
software vendor for an enterprise resource planning system. The current schedule

 to.review and recommend a number changes to the Charter regarding;

™
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calls for the implementation of a new core financial system by October 2008 and
the human resources/payroll system by January 2009. We are committed to
‘moving as expeditiously as possible.

The Enterprise Resource Planning System (ERP) system is intended to replace the
City's major financial software systems and integrate a wide range of financial
and human resources functions into a single consolidated system that will
improve financial management capabilities and reporting and.improve overall
City efficiency. The ERP System Core implementation project will address this
remediation concern by replacing the major software sysféfﬁéicunently in use by
the City’s Department of Finance and Business Operati "gs & Support Services
with an ERP System.

e AMRIS (General Ledger)

s ALVA (Financial Reporting)

- APIS {Accounts Payable)
ARIS.(Accounts Receivable)
FMIS (Budgeting) %
FAMIS (Fixed Asset Managen
‘OPIS (Purchasing) :

CAPPS (Payroll)

PATS (Applicant Tracking)

o e o e

, San D;é:go Data Prci‘é;essjon Corporation (SDDPC) executed a
>:AG ig.provide the ERP'software and maintenance for the ERP
oﬁgh"SDQNEG';;ha__sféelected.SAP AG as the software vendor
my SAP'EEC 6.0 software is a real time integrated
J-time data analysis and reporting, and facilitates
‘more timely decision making. It will support

nd accurate CAFRs and budgets.

contract with S
Project, The City,
for the ERPystem. Th
) it€ that;supportsirea

4. The Cityishould re-evaluate the role and accountability of its Chief Financial
Officer and‘_f ‘_p‘giﬁér having the same person serve as the Chief Financial
Official and’Auditor and Comptroller.

Upon taking office, I established the City’s first ever CFO position. As part of
this action, I consolidated all financial related activities and responsibilities under
this position. About one year after the establishment of this position, the City’s
Auditor and Comptroller resigned, providing the City with an.opportunity to take
those responsibilities and assign them specifically to the CFO. This change also
permitted the City to take the first step toward separating the internal audit
responsibilities from the comptroller duties. In order to officially separate internal
auditing from the comptroller and management, however, the City’s: Charter must
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be changed through a public vote. The Charter Review Committee is also
-addressing this issue.

5. The City should continue evaluating the disclosure process and consider
whether moving toward a shelf-like disclosure system would be appropriate.

The Independent Consultant’s Report stated that “it will be desirable for the City
to consider whether to move toward a more shelf-like disclosure system, similar
to that used by private issuers, as a way to permit accessing:the capital markets in
.a timely and efficient manner in order to achieve savingsifor taxpayers and
ratepayers.” The Independent Consultant made this siiggestion in light of the
City’s comprehensive disclosure processes, inclqgiﬁé t isclosure Controls and
Procedures of the City Disclosure Practices Working Group:ZThe City’s current
disclosure processes and procedures were qqéé’t‘é‘d by OrdinariceNo. 0-19320
(Ordinance), adopted by the City Councitl_g‘o'ri October 11, 2004. “The, formation of
the DPWG was in response to recomméndations made by the law fifm Vinson &
Elkins L.L.P. in its report of September 16,:2004, régarding deficiencies in the
processes and practices of the City with résp he disclosure of financial
information to the financial markets. :

eral.working group-of the City (currently
composed of the City Attorney, th@,(Chié_gD%p% / CityzAttorney for Finance and.
s Chief Financial Officer, the Debt Management

City’s outsidéi;_l“)isclosures'Counsel, along with the City
uidget Analyst:as an ex-officio member) designed to
tween City departments, to create a clearinghouse to
;prg_gvt:jt:je,s“_‘:_\yi‘t‘l]ﬂ[pgﬁect to disclosure controls and

tly addressithe deficiencies cited in the Vinson & Elkins
DPWG are twofold: to ensure the compliance of
City officers, and staff in the exercise of their

‘and state securities laws and to promote the highest
in disclosures relating to securities issued by the City.

The City‘has.developed a process for issuing the CAFR which could assist in the
shelf-registrafion’ The City’s procedure is as follows: prior'to completion-the
CAFR goes through multiple workshop meetings at the DPWG to ensure the
document reflects the consensus of numerous City officials. Once the opinion is
issuied the CAFR is presented to the Audit Committee for discussion at which
point the Audit Committee-uses a pre-determined process through which they
inquire of management on topics relevant to the CAFR and items presented in the
independent auditor's official communication to the Audit Committee. When the
Audit Committee determines it is.comfortable with the document it is then
referred to the full Council where it is received and filed prior to the release to the
public markets.
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Ms, Kelly C. Bowers
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The City is carefully reviewing the suggestion of the Independent Consultant,
including the evaluation of so-called shelf-registration models currently in use by
a limited number of public agencies that frequently access the public markets,
especially if the current model is too cumbersome to ensure the timely process of

documents as the City regains access to the public markets. The City is mindful,

however, that its current disclosure regime has made significant improvements to
the City’s.controls regarding the release of financial information to the public
capital markets. Accordingly, any shelf-registration model would take into
consideration procedures currently in place which were designed to ensure that
City would not make misleading statements or omissions{o the market place in
the future. ;

I trust this responds to your concerns. The City will bg;“\rh"c'iying forward to implement any

and all recommendations of the SEC-approved Independent Consultant
alternatives. :
Sincerely,
UNSIGNED

JERRY SANDERS
Mayor

Cc:

appropriate
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