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PERFORMANCE AND FINANCIAL AUDIT OF THE DEPARTMENT  

OF NEIGHBORHOOD EMPOWERMENT 

 
 

EXECUTIVE SUMMARY 
 

 
The Office of the Controller’s Audit Division has completed a performance and 
financial audit of The Department of Neighborhood Empowerment (DONE or 
Department).  The primary objectives of the audit were to: determine how well 
the Department is meeting its mission and whether it is doing so in an efficient 
and effective manner, evaluate the Department’s operations to ensure there is 
proper oversight over monies provided to Neighborhood Councils (NCs), and to 
determine whether the Department has adequate internal controls over its 
financial operations. 
 
The performance component of the audit was conducted by a Contractor, 
Thompson, Cobb, Bazilio & Associates, PC, working under the direction of the 
Controller’s office. 
 
Background 

 
DONE was established to promote more citizen participation in government and 
to make government more responsive to local needs by developing a Citywide 
system of Neighborhood Councils (NC). The adopted plan for a Citywide system 
of neighborhood councils ensures that every part of the City is within the 
boundary of a neighborhood council. The Department assists neighborhoods in 
preparing petitions for recognition or certification, identifying boundaries that do 
not divide communities, and organizing themselves, in accordance with the plan.  
It arranges biannual Congress of NC meetings, assists NCs with the election of 
their officers, and arranges training for NCs’ officers and staff.    
 
Each NC can receive up to $50,000 a year in funds to be used for community 
outreach, community projects, and operating expenses.  Since there are 
currently 86 NCs, the City appropriates approximately $4.3 million a year for 
expenses incurred by NCs.  DONE has 51 authorized positions and its FY 2005-
06 operating budget was $4.3 million.    Salaries comprise 70% of the operating 
budget. 
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Scope 
 
The audit was performed in accordance with General Accepted Government 
Auditing Standards and covered the period from January 1, 2003 to August 15, 
2006.  Fieldwork was conducted between May 2006 and September 2006. 
 
Summary of Audit Results 
 
Since its inception in 1999, DONE’s focus has primarily been on the 
implementation and certification of the Neighborhood Councils (NC).  As DONE 
is close to achieving its goal of having every area of the City represented by a 
NC, its focus has been moving from certification of NCs to support, facilitation 
and oversight of the NC system.  However, our audit found that DONE has not 
positioned itself to transition to this new role smoothly and effectively.   
 
One key reason why DONE has not transitioned smoothly to its new role is that 
there is currently no official document that clearly defines DONE’s oversight and 
monitoring role.   This apparent lack of authority has weakened DONE’s efforts to 
establish standardized operating procedures to effectively monitor and support 
the NCs, as evidenced by the weaknesses in controls discussed throughout this 
report.   
 
In addition, we noted significant internal control deficiencies in DONE’s financial 
operations, which require management attention.  As it moves forward, DONE 
must work with the appropriate City officials and stakeholders to clearly define its 
oversight role and to establish and implement operating procedures that will 
result in protecting City resources and increased efficiency and effectiveness of 
NC operations.  Following are examples of our key findings: 
 
Key Findings 
 
Section I  DONE’s Performance Evaluation Issues 
 

 There is a lack of a formal document that assigns the Department of 
Neighborhood Empowerment (DONE) the authority to directly monitor, 
regulate or provide oversight to Neighborhood Councils (NCs). 

 
There is no governing document such as a City Ordinance or the Plan for a 
Citywide system of Neighborhood Councils (the “Plan”) that assigns DONE 
the authority to directly monitor, regulate or provide oversight to NCs. This 
lack of authority has weakened DONE’s efforts to effectively support the NCs 
and has created confusion and tension among NCs and DONE as to what 
DONE’s regulatory and oversight role should be.   
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 Widely divergent bylaws adopted by NCs have reduced DONE’s overall 
effectiveness in supporting and facilitating the empowerment of NCs. 

 
NCs have developed their own individual bylaws for certain operating 
provisions that are common to all NCs such as Conflict of Interest and Code 
of Civility.  This has resulted in 86 different sets of bylaws that DONE must 
understand, manage, and administer. These tasks are both time-consuming 
and difficult, consuming many man-hours and resources that could be better 
utilized in supporting and facilitating the empowerment of NCs. 

 
 DONE’s efforts in supporting the NCs progress in increasing civic 

participation, diversity, and community representation are not adequate. 
 

A primary goal of the NC system is to increase civic participation in City 
government.  Our analysis of NC data such as number of votes cast in NC 
elections, number of NCs that have submitted Community Impact Statements, 
and diversity (e.g. ethnicity) within NCs indicates that DONE can make 
significant improvements in civic participation and community representation.  
For example, one tool available to NCs for providing input on City issues is 
the Community Impact Statement.  So far in 2006, 56 of the 86 NCs have not 
submitted any Community Impact Statements.  DONE acknowledged that 
they have not made training available on how to develop and file a statement. 

 
 Roles and responsibilities of NC Project Coordinators are not clearly 

defined, resulting in varying levels and types of services provided by 
DONE Project Coordinators to NCs.  

 
As DONE’s liaison to NCs, Project Coordinators work to fulfill the 
responsibilities of DONE to the NCs as written in the Plan and City Ordinance 
176704.  We found that the roles, responsibilities and expectations of NC 
Project Coordinators are too broadly defined and the parameters of services 
to be provided are unclear. These unclear parameters have led to varying 
levels and types of services provided by Project Coordinators.  For example, 
some Project Coordinators provide word processing, computer technical 
assistance, copying, and translation services for NCs.  Other Project 
Coordinators do not believe these services are their responsibility.  This has 
sometimes led to confusion among NCs regarding the types of services they 
can expect DONE to provide. 

 
 DONE has not developed performance measures to evaluate and 

measure progress towards achieving its mission. 
 

To date, the most illustrative measure of the performance of DONE has been 
the creation of the 86 NCs. However, along with the development of NCs, the 
relevant measures of performance are evolving into the next stage of 
development. DONE’s initial primary objective was the establishment of NCs. 
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Now the primary focus of DONE is to support and facilitate the NCs in 
achieving public participation in government. New performance measures 
need to be established based on outcomes and alignment with the mission of 
DONE as outlined in the Plan.   Once performance measures have been 
established, they will need to be monitored to determine whether progress 
has been made. 

 
 DONE does not utilize the Contact Management System (CMS) to track, 

trend, and analyze reoccurring problems.  
 

DONE support requests are initiated by NC Project Coordinators, DONE 
administrative staff and City Attorneys.  Although these requests are logged 
on the Contact Management System (CMS), they are not tracked, trended, 
and analyzed for reoccurring problems to facilitate systemically identifying the 
root causes of problems. Trending and analyzing CMS data and sharing this 
information with Project Coordinators should increase the effectiveness and 
efficiency of support provided by Project Coordinators to the NCs.  Further, 
DONE personnel that use the CMS have not been trained to fully use the 
system’s analytical and reporting functionality.   

 
Section II:  DONE’s Financial Control Issues 
 

 The budgets submitted by NCs are not performance based and serve 
little purpose. 

 
DONE requires each NC to submit a yearly budget showing how they 
propose spending their available funds.  Based on our review of a sample of 
budgets and interviews with DONE staff, these budgets serve little purpose to 
DONE.  Generally, each NC can establish their own budget categories and 
can budget any dollar amount for these categories.   Once an NC submits a 
budget, DONE does not evaluate the reasonableness of the budget, nor does 
the Department monitor to determine if NCs are spending their funds in 
accordance with the budget. 

 
For example, one NC spent over $80,000 (72% of its allocation) over the last 
three years on accounting and office support activities.  Two other NCs spent 
over $40,000 each on these types of services during the same three year 
period.  DONE did not contact these NCs to inquire why they are 
budgeting/spending high dollar amounts on accounting/support services, 
especially considering that 74 of the 86 NCs spent less than $5,000 on these 
services during the same period.  DONE staff indicated that the Department’s 
philosophy has been to give NCs wide latitude on how they spend their funds.  
The absence of a general framework with budgeting guidelines could result in 
funds being spent in areas that are not providing any benefits to NCs in 
achieving the primary goal of increasing citizen participation in City 
government. 
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 Through the end of fiscal year 2005-06, the City had appropriated $10.9 

million for the NCs.  However, as of June 30, 2006, over 50% was 
unspent. 

 
Each NC receives an appropriation of $50,000 each year.  Unspent 
appropriations can be carried forward for up to three years.  Through the end 
of fiscal year 2005-06, the City had appropriated a total of $10.9 million for the 
NCs.  However, as of June 30, 2006, $5.6 million (51%) was unspent.  These 
monies were carried forward as  “roll-over” appropriations into fiscal year 
2006-07.  As of June 30, 2006, 47 NCs had spent less than 50% of their 
available funds.  This included 23 NCs that had spent less than 30% of their 
funds. 

 
Although DONE generates periodic reports showing the amount of each NC’s 
unspent appropriations, it generally does not attempt to determine why certain 
NCs have spent such a small percentage of their available appropriations.  
Based on discussions with DONE, the NCs may have difficulty identifying 
projects or there may be conflicts within the NCs where members may have 
difficulties in deciding the best use of the funds.  Unspent appropriations tie 
up funds that could potentially be used for other City purposes.   

 
 DONE does not enforce its policies and procedures related to 

expenditures made by NCs. 
 

DONE’s policies and procedures require that NCs submit documentation to 
show that each purchase was authorized by the NC’s governing body and 
identified by category in the approved budget.  We sampled 260 
expenditures, totaling $380,000, made by 16 NCs to determine whether the 
expenditures complied with DONE’s policies.  We noted numerous 
exceptions.  For example, for one NC, of the 23 ($99,345) expenditures for 
community improvement, 11 ($56,019) did not show they were approved by 
the NC’s board.  Most of the expenditures were supported only with invoices 
and were not identified in the approved budget.   

 
DONE is also substantially behind in reviewing NCs’ expenses.  For example 
for 14 NCs, DONE has not reviewed any expenses since the NCs’ enrollment 
in the neighborhood council program.  Seven of these NCs have been in 
existence for over one year.  Nine of the 14 NCs have not submitted 
documentation for any of its expenses since their inception in the program.   

 
 There are lax controls in the Department’s other financial areas. 

 
We identified several other weaknesses in the Department’s internal controls 
such as: 
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 Overtime hours worked are not pre-approved.   
 There is a lack of separation of duties over the warrant distribution 

process.   
 A surprise cash count found $600 missing from the Department’s 

$1,000 petty cash fund.   
 The Department does not have its employees review cellular phone 

bills and reimburse the City for any personal calls made. 
 DONE has not performed a physical inventory of equipment purchased 

by the NCs since its inception. 
 

To be an effective organization, DONE needs to establish sound financial and 
operational controls to safeguard City resources. 

 
Subsequent Department Actions 
 
Our audit covered activities of the Department between July 1, 2003 and August 
15, 2006.  The General Manager during most of this period terminated City 
service in April 2006.  An Interim General Manager was appointed in April 2006, 
which is about the time we started the audit. 
 
During the course of the audit, we met periodically with the Interim General 
Manager to discuss our observations and preliminary findings.  In several 
instances, the Interim General Manager began taking corrective action either 
during our audit or subsequent to our fieldwork.  These actions included 
assigning an additional staff person to help review NC expenses, performing 
more thorough reviews of NC expenses, and separating personnel functions from 
the warrant distribution process.  
 

Review of Report 
 
A draft report was provided to DONE management on November 16, 2006.  We 
discussed the contents of the report with Department management on this date.  
The Department concurred with the findings and recommendations.  As 
previously indicated, the Department has already begun addressing several of 
the recommendations.  We would like to thank DONE management and staff for 
their cooperation and assistance during the audit. 
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result in DONE withholding funds from the NC.   

 
20. Develop a plan for keeping its reviews of NC expenses 

up-to-date.  This should include reviewing expenses 
on a sample basis, at least until DONE is able to keep 
the reviews current.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

29 
 
 
 

29 
 
 
 
 
 
 
 

29 
 
 
 
 

30 
 
 
 

32 
 
 
 

33 
 
 
 



  

 
 10 

  

RECOMMENDATIONS PAGE 
REFERENCE

 
21. Separate the duties of authorizing issuances/uploads 

of CARDS and accessing the System to initiate 
issuances/uploads. 

 
22. Require someone independent of the authorizing and 

initiating functions to review the bank statements to 
verify that each issuance and upload has been 
properly authorized and supported by proper 
documentation. 

 
23. Prohibit the sharing of passwords for the CARD Whiz 

System. 
 

24. Evaluate its process for completing the Internal 
Control Certification Program to determine how it can 
better identify internal control weaknesses in the 
Department’s financial operations. 

 
25. Correct the weaknesses identified in this finding. 

 
 

 
  

 

 
34 

 
 
 

34 
 
 
 
 
 

34 
 
 

37 
 
 
 
 

37 
 

 
 
 
 
 



  

11 
 

 
 

BACKGROUND AND METHODOLOGY  
 
 
Background 
 
The Los Angeles Citywide system of Neighborhood Councils was created following the 
enactment of a City Charter, which was approved by voters in June 1999.  On May 25, 
2001, the City Council approved the implementation plan for the Neighborhood Council 
system.  This plan was amended in November 2002 and May 2005 and includes 
guidelines for the Department of Neighborhood Empowerment’s (DONE or Department) 
mission and goals.  A primary goal of the Neighborhood Council (NC) system is to 
promote public participation in City governance and decision making processes so that 
government is more responsive to local needs and requests and so that more 
opportunities are created to build partnerships with government to address local needs 
and requests. 
 
Organization of DONE 
 
The responsibilities of the DONE are set forth in Article IX, section 22.801 of the Los 
Angeles Administrative Code and Ordinance No. 176704. DONE was created to guide 
and support the Citywide NC system. DONE’s mission statement reads “To promote 
public participation in government and make government more responsive to local 
needs by creating, nurturing, and supporting a Citywide system of grass-roots, 
independent, and participatory neighborhood councils.”  To carry out this mission, 
DONE is managed by a seven-member Board of Commissioners (BONC), a General 
Manager and an Assistant General Manager. BONC is appointed by the Mayor and is 
designed to represent diverse geographic areas of the City. BONC is charged with 
setting policy and certifying or de-certifying Neighborhood Councils and deciding on 
issues such as boundary disputes between Neighborhood Councils.  
 
As of August 2006, DONE was authorized to employ 51 employees (excluding BONC). 
DONE’s Executive Office consists of the General Manager, Assistant General Manager 
and their support staff. The General Manager manages the daily operations of DONE as 
well as the budget and staffing in accordance with City Charter and civil service 
requirements. The current General Manager was appointed by the mayor on an interim 
basis in April 2006.  The Department is organized into three sections, as follows:  

 
• The Field Operations Section conducts outreach and helps city residents 

organize their Neighborhood Councils after certification by the BONC. The field 
operations staff is divided into three regional groups headed by a Senior Project 
Coordinator. The regional group is further split into smaller geographic areas 
each headed by a Project Coordinator. Each geographic area consists of 
between three and seven Neighborhood Councils. Excluding the Senior Clerk 
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Typist, this section is currently staffed with 19 Project Coordinators out of an 
authorized total of 26. 

 
• The Systems Section maintains DONE’s computer network and provides 

computer-related technical support to staff. It also develops and maintains 
DONE’s web site as well as the technical infrastructure to maintain 
communication between DONE and the Neighborhood Councils. This section 
also provides limited technical support to the certified Neighborhood Councils. 

 
• The Administrative Services Section provides fiscal, personnel, training, and 

other support services for DONE. 
 
DONE’s Responsibilities and Goals 
 
Under the Plan and City Ordinance 176704, DONE is charged with the following duties: 
 
1) Assist groups and stakeholders seeking certification as a NC. 
2) Assist neighborhoods and NCs with public and civic education, outreach and 

training. 
3) Assist applicants and neighborhoods prepare all petitions and forms referenced in 

the Plan, identify suitable NC boundaries, and organize NCs in accordance with the 
plan. 

4) Assist NCs with the election or selection of their governing body. 
5) Help coordinate meetings and facilitate communication among NCs that request 

assistance. 
6) Help coordinate, arrange and convene the biannual Congress of NC meetings. 
7) Promote and facilitate open communication among City agencies and NCs, and 

provide education, guidance and assistance in developing strategies for providing 
comments and feedback to the City Council and its committees and City boards 
and commissions. 

8) Provide operational support and facilitate the sharing resources among NCs, 
including meeting and office space, office equipment and mail and 
communications. 

9) Create and maintain a database of information about NCs, including names and 
contact information that are available for public use. 

10) Act as an information clearinghouse and resource for NCs. 
11) Coordinate efforts to establish and ensure continued operation of the Early 

Notification System. 
12) Arrange for training for NC officers and staff. 
13) Review and evaluate the NC system on an annual basis. 
14) Report quarterly to the appropriate Council Committee on the Department’s 

certification efforts. 
15) Provide adequate levels of staff, with consideration to resource availability, for each 

NC. 
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The initial focus of DONE was on the implementation of the Plan and the certification of 
NCs.  Since the first NCs were certified in December 2001, DONE has assisted 88 NCs 
to become certified.  As of August 2006, DONE was close to achieving its goal of having 
every area of the City represented by a NC.  The needs of the NC system are now 
moving beyond certification into the next stage of its development. Table 1 shows the 
number of NCs certified in each year since 2001. 
 

Table 1.  Number of Neighborhood Councils Certified by Year 
 

Year Number of Certified NCs  
2001 2 
2002 57 
2003 22 
2004 4 
2005 2 
2006 1 (year to date) 
Subtotal: 88 
  -2 (decertified) 
Total: 86 

 
 
As the system of NCs has matured, DONE’s focus has been moving from certification of 
NCs to support, facilitation and oversight of the NC system. The most recent example is 
DONE’s development of templates for election procedures.  Another example includes 
the work performed by the City Attorney’s Office in defining how the operations of NCs 
must conform to various laws, such as the Brown Act and the American with Disabilities 
Act. 
 
Since its inception, DONE has been successful in creating and assisting in the 
certification of NCs as reflected in the above table. DONE supported and encouraged 
the NCs to develop their own operating rules, bylaws and procedures, as per the 
original plan and concept that each NC uniquely reflect its own local community.  In 
prior years, management’s philosophy was to have each NC operate independently, 
while limiting DONE’s involvement in day-to-day operations and avoiding the 
establishment of standardized operating procedures for all NCs.  The philosophy of the 
current management is to implement some standardized operating procedures without 
inhibiting the individuality and uniqueness of each NC.  The current Interim General 
Manager believes implementing some standardized operating procedures will result in 
more order, structure, and consistency in NC operations, which will ultimately result in 
increased efficiency and effectiveness of NC operations.  
 
Program Funding 
 
Each of the NCs is allocated $50,000 each year to pay for expenses related to 
community outreach, community projects, or administrative costs.  For expenses 
exceeding $1,000, NCs submit a payment request to DONE’s NC’s Funding Unit.  Upon 
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approval, the Funding Unit initiates a transaction on the City’s Financial Management 
Information System (FMIS) and applies the necessary electronic approvals on FMIS to 
generate the check.   
 
For expenses up to $1,000, the NCs can use a commercial prepaid card (CARD), which 
is similar to a debit card.  NCs request a new CARD by submitting an application to 
DONE’s Funding Program Administrator.  Upon approval, the Funding Program 
Administrator accesses the website of “CARD Whiz” (a sub-contractor of Bank of 
America) using his password, to initiate the issuance of the CARD.  The CARDs are 
issued directly from the bank to the NC’s treasurer. 
 
Once a CARD has been issued to the NC, the Funding Program Administrator accesses 
CARD Whiz to “upload” the CARD. This has the effect of putting an amount of money 
on the CARD so it can be used to pay expenses.  NCs request subsequent uploads 
using a Request For Prepaid Card Upload form.  Generally, the amount uploaded is 
equal to $6,250, less the remaining balance on the CARD.  Thus, the balance on the 
card will never exceed $6,250 unless the NC has obtained approval from DONE.  
 
NCs can use their CARD to withdraw up to $500 in cash each month to use as petty 
cash.  NCs are required to maintain documentation showing how the petty cash funds 
were spent. 
 
Since there are currently 86 NCs, DONE appropriates approximately $4.3 (86 X 
$50,000) million for the NCs’ expenses.  In addition, DONE has its own operating 
budget of $4.3 million.  Of this amount, approximately 70% is for salaries.  The 
remaining 30% is for contract services, printing and binding, office and administrative 
expenses, and supplies. 
 
Scope and Methodology 
 
The objective of the performance component of the audit was to determine how well 
DONE is meeting its mission, and whether it is doing so in an effective manner.  In order 
to achieve these objectives, we: 
 

• Interviewed key stakeholders, including representatives from the Office of the 
Mayor, Board of Commissioners, the prior General Manager, and a Council 
office. 

 
• Interviewed DONE management and staff. 

 
• Met with NC representatives in an open forum meeting to obtain feedback on 

DONE’s performance from the NCs’ perspective. 
 

• Reviewed and analyzed surveys completed by NCs and a small sample of 
stakeholder grievances. 
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• Reviewed key documents, such as City Ordinance No. 176704;  The Plan for a 
Citywide System of Neighborhood Councils; organization charts; and 
Departmental performance manuals, guidelines, policies, and procedures. 

 
The overall objectives of the financial component of our audit were to determine if there 
is proper oversight over monies provided to NCs and to evaluate the Department’s 
internal controls over its financial operations.  Specific objectives included: 

 
• Determining whether monies are provided to NCs based on established policies 

and procedures. 
 

• Determining whether the Department has adequate controls to ensure that NCs 
spend funds for eligible/budgeted expenses. 

 
• Determining the reasonableness of the procedures used by the Department 

before granting funds on an annual basis to the NCs. 
 
• Determining whether the Department has adequate controls over its own 

financial operations in areas such as payroll, cash, and expenditures. 
 

In conducting the financial component of the audit, we interview DONE management 
and staff, reviewed applicable polices and procedures, examined financial records, and 
tested samples of transactions. 
 
Summary of Audit Results 
 
Since its inception in 1999, DONE’s focus has primarily been on the implementation and 
certification of the NCs (NC).  As DONE is close to achieving its goal of having every 
area of the City represented by a NC, its focus has been moving from certification of 
NCs to support, facilitation and oversight of the NC system.  However, our audit found 
that DONE has not positioned itself to transition to this new role smoothly and 
effectively.   
 
One key reason why DONE has not transitioned smoothly to its new role is that there is 
currently no official document that clearly defines DONE’s oversight and monitoring role.   
This apparent lack of authority has weakened DONE’s efforts to establish standardized 
operating procedures to effectively monitor and support the NCs, as evidenced by the 
weaknesses in controls discussed throughout this report.  As it moves forward, DONE 
must work with the appropriate City officials and stakeholders to clearly define its 
oversight role and to establish and implement operating procedures that will result in 
protecting City resources and increased efficiency and effectiveness of NC operations.   
 
The remainder of this report provides detailed findings and recommendations: 
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AUDIT FINDINGS AND RECOMMENDATIONS 
 
 
Section I.  PERFORMANCE EVALUATION ISSUES 
 
 
Finding #1: There is a lack of a formal document that defines and assigns the 

Department of Neighborhood Empowerment (DONE) the authority to 
directly monitor, regulate or provide oversight to Neighborhood Councils 
(NC). 

 
There is no governing document such as a City Ordinance or the Plan for a Citywide 
System of Neighborhood Councils (the “Plan”) that assigns the Department of 
Neighborhood Empowerment (DONE) the authority to directly monitor, regulate or 
provide oversight to Neighborhood Councils (NC). This lack of authority has weakened 
DONE’s efforts to effectively support the NCs and has created confusion among the 
NCs as to DONE’s regulatory role.  The lack of authority has also created tensions 
between DONE and the NCs, which DONE is charged with supporting. 
 
As is illustrated on the following page, DONE is overseen and managed by four entities, 
but possesses no authority over the NCs to enforce the policies or directives from the 
managing entities.  DONE is responsible to the following entities: 
 

• Mayor’s Office: As a City Department, the General Manager of DONE is 
appointed by the Mayor, subject to confirmation by the City Council.  Thus, the 
general direction of DONE is set by the Mayor’s Office and City Council.   

 
• Education and Neighborhoods Committee of the Los Angeles City Council:  The 

Education and Neighborhoods Committee consists of three City Council 
members, and provides Council oversight of and serves as the point of input from 
DONE and the system of NCs.  Proposed changes to the City rules and/or 
regulations concerning DONE or the system of NCs goes through this Committee 
before being forwarded to the full City Council. 

 
• Board of Neighborhood Commissioners: The City Charter also created a Board 

of Neighborhood Commissioners (BONC), charged with “…policy setting and 
policy oversight, including approval of contracts and leases and promulgation of 
rules and regulations, but not for day-to-day management.”  The BONC consists 
of seven commissioners, appointed by the Mayor.  In addition to setting policy, 
the BONC has approval authority over DONE’s recommendations regarding 
certification or decertification of a NC.  In practice, DONE executive staff attends 
all meetings of the BONC, and provide staff support to the BONC. 
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• Los Angeles City Treasurer: The City Treasurer oversees DONE in their fiduciary 
responsibilities to manage and control the allocation of funds to NCs. 
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The only remedy DONE may use when a NC is in violation of a City law or the Plan is to 
recommend decertification.  City Ordinance 176704 indicates that DONE is only to 
become involved after it has received a complaint about a potential violation of any 
provision of the Plan “...including, but not limited to, a violation of open meeting 
procedures, a failure to comply with the diversity goals of the Plan, violations of the 
code of ethics...” DONE may, without waiting for a formal complaint, request 
decertification for violations of the Neighborhood Council Election Procedures.   
 
There is a wide managerial gap between the foremost action of decertifying a NC and 
having the authority to ensure that NCs are operating and practicing according to the 
City Ordinance, the Plan, and the NC’s own bylaws.  For example, DONE staff does not 
currently have the authority to prevent a NC from taking action on an agenda item 
without a quorum of board members. It is even unclear whether it is the responsibility of 
DONE staff to report such infractions when they occur or whether DONE staff need to 
wait for a complaint to be filed by a stakeholder. Moreover, DONE staff cannot make a 
NC change its outreach program approach to ensure that all stakeholders, as defined 
by the NC’s own bylaws, are adequately targeted through one means or another.   
 

Recommendation 
 

1. DONE management should work with the appropriate parties to amend 
Ordinance No. 176704 to provide DONE with the explicit authority to 
monitor, regulate or provide oversight to NCs as directed by the 
Mayor, City Council and/or BONC. 

 
Finding #2: The widely divergent bylaws adopted by NCs have reduced DONE’s 

overall effectiveness in supporting, facilitating and monitoring NCs. 
 
Bylaws adopted by each NC provide the basis for governance for the operations of each 
NC.  We found that NCs have adopted widely divergent bylaws for provisions common 
to all NCs. This has made DONE’s job of supporting, facilitating, and monitoring NCs 
very difficult and time-consuming. DONE should develop standard templates for 
language on common operating processes and procedures to be included in the bylaws 
of each NC.   
 
The Plan and City Ordinance listed a series of provisions that NCs are required to 
address in their bylaws.  These requirements include: i) a listing of the offices of the 
Governing Body and a method for regularly electing or selecting officers who shall serve 
as the Governing Body, ii) meeting procedures which must comply with the Brown Act 
and ensure even and timely dissemination of information to the community 
stakeholders, iii) a process for running meetings which includes the number of 
Governing Body members that constitute a majority and a quorum and the number of 
votes by the Governing Body required to take official action, and iv) a grievance 
procedure that ensures the ability for community stakeholders to express concerns to 
their Governing Body about NC decisions and actions. 
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Based on our review of NC bylaws, we found that NCs have drafted their own language 
for these mandatory provisions, as well as NC operating procedures. This has, in effect, 
resulted in 86 different sets of bylaws among NCs, some of which were later determined 
by the City Attorney’s Office to not be legally adequate.  DONE recently was successful 
in developing policies, timelines and standard templates for NC election procedures. 
DONE should develop similar standard templates in other areas, such as: 
 
• Conflict of Interest. As required by AB 1234, mandatory training for all NC board 

members in ethics and conflict of interest laws is currently being provided by the City 
Attorney’s Office.  However, City Ordinance 176477 exempted NCs from the 
requirement to adopt and promulgate a conflict of interest code.  The Ordinance 
does suggest that the board of each NC could amend the bylaws to require any level 
of disclosure the board deems appropriate, and that the NCs are still bound by the 
provisions of the Political Reform Act requiring disclosure and recusal in certain 
situations involving conflict of interest.  Our review of a sample of ten bylaws showed 
that only two of the ten NCs directly addressed conflict of interest in their bylaws. 
DONE should develop standard templates for conflict of interest language for 
adoption into NC bylaws. 

 
• Code of Civility.  DONE has provided two sample versions of a Code of Civility (or 

Code of Conduct) for NC board members on their website, and suggested that NCs 
amend their bylaws to include such a code to provide a basis for removing any 
member from the NC board who regularly violated the code. Our review of a sample 
of ten bylaws indicated that only one of the ten NCs specifically addressed code of 
conduct in their bylaws, and none provided for the removal of a board member for 
violations of the adopted code of conduct. 

 
• Outreach Efforts.  The need and desire for improvement in NC outreach efforts was 

a significant issue raised in interviews with members of the BONC, our survey of 
NCs, and feedback received from NC attendees at a City Controller’s NC Liaison 
meeting.  There are no guidelines to require NCs to have a means to outreach to all 
their stakeholders (as per their own definition of stakeholders), nor are there any 
templates or standard processes to assist NCs in conducting such outreach. 

 
• Further Standardization of the Election Process. While DONE has made progress in 

standardizing election procedures, there is still room for further improvement.  
Currently, there are 86 election cycles with 86 different dates for conducting 
elections.  In order to maximize staff efforts in assisting with elections, DONE should 
seek to establish a single, or perhaps a set of regional date(s) for NC board 
elections.  Moving all NC board elections to the same cycle and same date would 
also facilitate Citywide outreach activities on the part of DONE to encourage greater 
participation of stakeholders in NC elections. 
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Recommendation 
 

2. To the degree feasible, DONE management should develop 
standardized bylaws for common operating processes and procedures 
for NCs, such as those governing Conflict of Interest, Code of Civility 
and outreach efforts to incorporate into the bylaws of each NC.   

 
Finding #3: DONE’s efforts in supporting the NCs’ progress in increasing civic 

participation, diversity, and community representation are not adequate. 
  
A primary goal of the NC system is to increase civic participation within their community. 
DONE needs to improve its efforts to ensure that NCs achieve their goal of increasing 
civic participation within their community. 
 
The major impetus behind the creation of NCs was to promote more community 
participation in government and to help the City be more responsive to local needs.  
Increasing civic participation can be measured in many ways, including: 
 
• The number of votes cast in the elections for NC board members 
• The number of NCs submitting Community Impact Statements; and, 
• The extent to which the NC board reflects the ethnicity of the stakeholders. 
 
Votes cast in NC Elections.  According to data provided by DONE, there were 26,362 
votes cast in the most recent elections held by the 86 certified NCs.  The average of 
307 votes per election does not reflect the wide differences among NCs in election 
participation.  For example, there were four NCs with over 1,000 votes cast in its most 
recent election, and 26 NCs with less than 100 votes cast.  The smallest number of 
votes cast was 17 for a NC that held an election in June 2006.  This election was 
particularly interesting since there are exactly 17 board seats from which one could 
reasonably conclude that the only community members voting were the board 
members.   
 
Submission of Community Impact Statements.  One of the unique tools provided by the 
City to NCs for providing input on City issues is the Community Impact Statement.  A 
Community Impact Statement is a summary of a NC’s official position regarding a 
specific City issue. NCs may adopt an official position on a City issue, and submit a 
100-word statement of that position to the City Clerk for inclusion in the agendas of the 
City Council, its committees and City commissions.  Community Impact Statements 
represent an unprecedented method for each NC’s voice to be known to the City Hall 
decision-makers. 
 
Our review of the City Clerk’s Council File Index system yielded 68 files that had at least 
one Community Impact Statement filed.  An in-depth review of the 31 files that had 
activity in 2006 indicated that 30 NCs had filed a total of 67 Community Impact 
Statements with the City Council.  One NC had filed 13 (or 19%) of the 67 Community 
Impact Statements reviewed.  
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While these figures indicate that there are many NCs involved with City issues, it also 
indicates that the majority of NCs (56 of the 86) have not filed a Community Impact 
Statement with the City Council to date this calendar year.  DONE staff acknowledged 
that they have not made training available on how to develop and file a Community 
Impact Statement.   
 
Diversity Within NCs.  In the survey of NC board members, a majority of the 
respondents indicated that they believe that increasing the diversity of those 
participating in the NC, either as involved members or as board members, was 
essential.  Data provided by DONE indicates that the membership of NC boards in early 
2006 was predominately white (see Table 1).  This agrees with the findings in a report 
prepared by the University of Southern California (USC) in 2004, in which the authors 
conclude that the NC boards “…display disproportionate representation of whites 
relative to other groups in the city.”  The USC data appears to indicate that white 
representation on NC boards was more than 50 percent in 2004, although there were 
fewer certified NCs at that time.  DONE stated that it has done very little to diversify the 
membership of NC boards.     
 

Table 2.  Ethnic Composition of Neighborhood Council Boards, 
 

2000 
Census 

USC Report1 

(June, 2004) 
DONE Data 

(as of February, 2006) 
 

Ethnicity 
Percent Percent Number Percent 

White 31 Between 50 and 60 876 58 
Hispanic/Latino 45 Approx. 20 295 20 
African-American 9 Approx. 20 195 13 
Asian/Pacific 
Islander 

12 Less than 20 92 6 

Other 3 Less than 20 48 3 
Total 100  1506 100 

 

 
Source: Representing Diversity in Community Governance:  Neighborhood Councils in Los Angeles.  
USC, June 2004. 
 

Recommendation 
 

3. DONE management should identify, prioritize and implement initiatives 
that will measurably increase civic participation and community 
representation.  DONE should also provide NCs with training on how 
to develop and file Community Impact Statements. 

 
Finding #4:  DONE has not developed performance measures to evaluate and 

measure progress towards achieving its mission. 
 
DONE has not developed performance measures to evaluate and measure progress 
towards achieving its mission.  The mission of DONE is to promote public participation 
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in government and make government more responsive to local needs by creating, 
nurturing, and supporting a Citywide system of grass-roots, independent, and 
participatory neighborhood councils. 
 
To date, the most illustrative measure of the performance of DONE has been the 
creation of the 86 NCs. However, along with the development of NCs, the relevant 
measures of performance are evolving into the next stage of development. DONE’s 
initial primary objective was the establishment of NCs. Now the primary focus of DONE 
is to support and facilitate the NCs in achieving public participation in government. New 
performance measures need to be established based on outcomes and alignment with 
the mission of DONE as outlined in the Plan.   Once performance measures have been 
established, they will need to be monitored to determine whether progress has been 
made. 
 
These performance measures may include the following and can ultimately increase the 
success and outcomes of the program: 
 

• Number of votes cast in elections for NC board seats; 
• Extent to which the composition of the board, in terms of ethnicity and other 

demographic criteria, reflect the diversity of the stakeholders, as defined by 
the NC bylaws; 

• Number of Community Impact Statements or other communications to city 
departments regarding provision of services (such as City Planning, DWP, 
etc.); 

• Number and type of outreach/communication activities undertaken by the NC; 
• Attendance at NC board meetings. 

 
Recommendation 

 
4. DONE management should develop performance measures to evaluate 

and measure progress towards achieving its mission. Once 
performance measures have been established, DONE should monitor 
them on a regular basis to determine whether progress is being made 
in achieving its outcomes. 

 
Finding #5:  DONE does not have a cohesive plan for the delivery of training to NCs. 
 
Inadequate training of NC board members was cited in our surveys and interviews as 
one of the primary causes of NC ineffectiveness and lack of productivity.  Project 
Coordinators, NCs and Commissioners informed us that many of the board members 
leading their NCs lack the proper training in parliamentary procedures, the Brown Act, 
conflict of interest issues and conflict resolution.  DONE has worked to develop a 
curriculum for the NCs through its Empowerment Academy and has provided training 
via their website and through workshops.  However, these efforts have lacked an 
overarching cohesive plan for the timely and equitable delivery of the necessary training 
throughout the NC system.  As a result, important training such as ethics and conflict of 
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interest have not been effectively delivered to the NCs. Further, we also found that 
DONE does not posses the authority to enforce that such training be completed.   

 
Recommendation 

 
5. DONE management should develop a comprehensive plan for the 

delivery of essential training to NCs. NC board members should also 
be required to participate in certain mandatory training courses. 

 
Finding #6: Roles and responsibilities of NC Project Coordinators are not clearly 

defined, resulting in varying levels and types of services provided by 
DONE Project Coordinators to NCs.  

 
The roles, responsibilities and expectations of NC Project Coordinators are not clearly 
defined, resulting in varying levels of services provided by the Project Coordinators to 
the NCs.  This has created unclear expectations of Project Coordinator responsibilities 
among the NCs.  Moreover, upon clarifying the roles and responsibilities of Project 
Coordinators, DONE management needs to evaluate Project Coordinator workload 
indicators to determine the optimum level of NCs to be assigned to a Project 
Coordinator. 
 
DONE Project Coordinator responsibilities to NCs are outlined in the Plan and City 
Ordinance 176704.  However, we found the description of these responsibilities are 
general in nature, and includes: 1) assistance to all groups and stakeholders seeking 
certification, 2) assistance to neighborhoods and NCs with public and civic education, 
outreach and training, 3) assistance to applicants and neighborhoods to prepare all 
petitions and forms referenced in the Plan, 4) assistance to NCs with the election or 
selection of their governing body, 5) assistance to NCs with coordinating meetings and 
facilitating communications among NCs, and 6) providing operational support and 
facilitating the sharing of resources among NCs.  
 
During our audit, NCs cited a lack of consistency in services provided by DONE Project 
Coordinators. This was supported by our interviews with Project Coordinators, who 
informed us that their responsibilities were too broadly defined, and the level and types 
of service varied on a case-by-case basis according to the needs of an individual NC.  
Examples of services provided by some Project Coordinators that were not provided to 
all NCs included word processing, computer technical assistance, copying, and 
translation services.   
 
In addition, some of the Project Coordinators interviewed indicated that assisting NCs 
with bylaws and elections took more than 50% of their work time and effort. NCs 
reported that the quality level of assistance with bylaws and elections would vary 
depending on the capability of the Project Coordinator assigned. Moreover, most 
Project Coordinators believed that it was important to attend all of the NC meetings, 
while some Project Coordinators believed that attending all NC meetings was not 
necessary or productive.  
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There are currently 86 certified NCs.  The number of NCs is projected to grow to 100 by 
the end of 2007. The current number of NCs assigned to a Project Coordinator 
averages from six to eight.  Based on our interviews with Project Coordinators, a 
majority indicated they had too high of a workload given their responsibilities to NCs. 
Moreover, based on our survey of NCs and interviews with the BONC, a majority 
indicated that NC needs were not sufficiently being met due to what was perceived as 
an understaffing issue at DONE. 
 
DONE management needs to clearly define the roles, responsibilities, levels, and types 
of service that Project Coordinators are to provide to NCs.  DONE management should 
also develop workload indicators to determine the optimum staffing requirements, taking 
into consideration the cost of adding any additional staffing. As previously indicated, 
DONE provides approximately $4.3 million in funding to the NCs, and expends about 
$4.3 million on operating costs to support the NCs. 
 

Recommendations 
  
 DONE management should: 
 

6. Clearly define the roles, responsibilities, levels and types of service 
that NC Project Coordinators are to provide to NCs. 

 
7. Develop workload indicators to determine optimum staffing 

requirements, taking into consideration the cost of adding any 
additional staff. 

 
Finding #7:  Best practices from the most effective NCs are not documented and 

shared with other NCs. 
 
As with the development of bylaws, each NC develops their own operating procedures 
and processes. Based on our surveys of the NCs, we found that many have struggled 
with the development of operating procedures and processes, which has resulted in 
operational inefficiencies and ineffectiveness. Some of the practices and processes that 
could be shared include parliamentary procedures, meeting procedures, conflict 
resolution, initiative strategies, and outreach procedures. The sharing of best practices 
from the more effective NCs would benefit other NCs that are struggling with its 
operations. Currently, the processes and procedures from the most effective NCs are 
not formally documented and shared with other NCs. 
 

Recommendation 
 

8. DONE management should formally document and share best 
practices from the most effective NCs with other NCs in the system. 
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Finding #8:  Requests made of DONE via the Contact Management System (CMS) are 
not tracked, trended, and analyzed for reoccurring problems. 

 
DONE support requests are initiated by NC Project Coordinators, DONE administrative 
staff and City Attorneys.  Although these requests are logged on the CMS, they are not 
tracked, trended, and analyzed for reoccurring problems to facilitate systemically 
identifying the root causes of problems. 
 
We documented and evaluated how CMS is utilized to record support requests.  We 
noted that these requests are not trended for reoccurring problems that include non-
compliance with the Brown Act and other issues that impact operational efficiency and 
effectiveness. Trending of support requests could help DONE target reoccurring 
problems that could be resolved in a more systemic manner.  Also, trending of support 
requests could assist DONE with budget forecasting, financial projections, support for 
requesting funding increases, staffing needs, training needs, etc.  
 
We ascertained through interviews with DONE personnel that users of CMS have not 
been trained to fully use the system’s analytical and reporting functionality.  For 
example, NC Project Coordinators have not been trained to generate reports of 
outstanding requests that pertain to their assigned NCs.  Also, some NC Project 
Coordinators have not been trained to generate reports that enable them to effectively 
balance their workloads or create an aging of outstanding (i.e., unresolved) support 
requests. 
 

Recommendations 
 
 DONE management should: 
 

9. Implement trending functionality for the CMS.  Requests initiated by 
Project Coordinators, administrative staff and City Attorneys should 
be tracked, trended and analyzed for reoccurring problems and used 
for management analysis and planning. 

 
10. Increase its efforts to train personnel in the use of the CMS through 

implementing a user training program.  Training should include the 
system’s analytical and reporting functionality. 

 
Finding #9: A central database does not exist to house a master copy of NC bylaws.   
 
During the course of our audit, we noted that a central or common database has not 
been created to house a master copy of NC bylaws. As previously discussed, each of 
the 86 NCs has developed its own set of widely divergent bylaws.  We noted that 
version control procedures have not been developed to ensure that the most current 
version of the bylaws is always accessed and used by NC members.  As these bylaws 
govern NC operations, it is essential that only the most current and accurate version of 
the bylaws are consulted or used by NC members.   
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Recommendation 

 
11. DONE management should develop a central database to house the 

most current master copies of NC bylaws.  The database should 
ensure proper version control and maintenance of current bylaw 
information.  This information should be accessible to NCs. 

 
Finding #10:  There is limited training designed to instruct NC members on how to use 

information systems designed for NCs (e.g., the NC database that 
contains board member names, contact information, etc.). 

 
Our review of DONE’s system user training practices revealed that there is limited 
training for NC members on how to use information systems designed for NCs to use.  
For example, currently NC members are not trained to effectively use the NC database 
for accessing election procedures and updating bylaw information, board member 
names, contact information, etc.  Lack of such training could adversely impact NC 
operations and their effectiveness in serving their respective communities.  
 

Recommendation 
 

12. DONE management should increase its efforts to train NC members in 
the use of information systems designed for NCs.  NC members 
should, at a minimum, be trained in the use of the NC database for 
accessing election procedures and other important information.  
Where practical, the training should be computer based. 

 
Finding #11:  DONE has never conducted a User Satisfaction Survey for its Information 

Technology (IT) services. 
 
An IT User Satisfaction Survey should be conducted by DONE’s Systems Section to 
gauge and monitor user satisfaction of IT services.  User satisfaction surveys are a best 
practice that provides IT management with a key indicator as to its effectiveness and 
ability to support the organization in meeting its goals.  However, a formal survey 
designed to gauge and monitor user (i.e., NC Project Coordinators, City Attorneys, 
DONE administrative personnel, etc.) satisfaction has yet to be conducted by DONE. 
 

Recommendation 
 

13. DONE management should administer a periodic IT User Satisfaction 
Survey to gauge and monitor user satisfaction with IT services. 
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Section II.       FINANCIAL CONTROL ISSUES 
 
 
Finding #12:  The budgets submitted by NCs are not performance based and serve 

little purpose. 
 
DONE requires each NC to submit a yearly budget showing how they propose spending 
their available funds.  Based on our review of a sample of budgets and interviews with 
DONE staff, these budgets serve little purpose to DONE.  Generally, DONE accepts 
any budget submitted by an NC.  For example, each NC can establish their own budget 
categories and can budget any dollar amount for these categories.   
 
Once an NC submits a budget, DONE does not evaluate the reasonableness of the 
budget.  We noted one NC has budgeted 72% of its funds for the last two years on 
accounting and office support services.  This NC actually spent over $80,000 over the 
last three years on these types of services.  This represented 68% of the NC’s 
expenditures over this period.  We noted two other NCs that spent over $40,000 on 
accounting and support services during the same three year period.  DONE did not 
contact these NCs to inquire why they are budgeting/spending high dollar amounts on 
accounting/support services, especially considering that 74 of the 86 NCs spent less 
than $5,000 on these services during the same period. 
 
Also, DONE generally does not monitor to determine if NCs are spending their funds in 
accordance with the budget, nor does the Department require the NCs to submit 
periodic budget versus actual reports. 
 
DONE staff indicated that the Department’s philosophy has been to give NCs wide 
latitude on how they spend their funds.  The Department’s main concern is whether the 
budget has been approved by the NC’s board.  However, our review of DONE’s files 
disclosed that one NC did not submit a budget for fiscal year 2005-06.  Two additional 
NCs submitted budgets for fiscal year 2005-06, but there is no indication that the 
budgets were approved by the NC’s board.  Each of these three NCs was provided with 
their $50,000 in funding for fiscal year 2005-06. 
 
One major issue with respect to the NCs’ budgets is that the City does not have clear 
program goals and associated priorities for the NC system.  For example, there are no 
guidelines on the approximate percentage of funds that should be spent on various 
activities, such as community outreach or community improvement projects.  If it had 
clear goals and associated priorities, DONE could attempt to link them to the NC’s 
budgets.  This could be accomplished by requiring NCs to submit a performance based 
budget that clearly ties the budget to the goals. 
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Recommendation 
 

14. DONE management should improve the budget process by: 
 

a) Working with the Mayor and the Board of Commissioners to 
establish a budgetary framework that clearly identifies goals and 
associated priorities for the Neighborhood Council System. 

 
b) Requiring NCs to submit a budget that links the goals and 

priorities to the budget.  This could include placing restrictions 
on the percentage of funds that can be used for certain 
categories. 

 
c) Monitor NCs to ensure they spend their funds in accordance with 

their budget. 
 
Finding #13:  Through the end of fiscal year 2005-06, the City had appropriated $10.9   

million for the NCs.  However, as of June 30, 2006, over 50% was 
unspent. 

 
As previously indicated, each NC receives an appropriation of $50,000 each year.  
Unspent appropriations can be carried forward for up to three years.  Through the end 
of fiscal year 2005-06, the City had appropriated a total of $10.9 million for the NCs.  
However, as of June 30, 2006, $5.6 million (51%) was unspent.  These monies were 
carried forward as  “roll-over” appropriations into fiscal year 2006-07. 
 
Attachment I provides a breakdown, by NC, of the total amount appropriated, monies 
spent, and unspent appropriations as of June 30, 2006.  The data shows that 47 NCs 
had spent less than 50% of their available funds.  This included 23 NCs that had spent 
less than 30% of their funds. 
 
We noted that although DONE generates periodic reports showing the amount of each 
NC’s unspent appropriations, it generally does not attempt to determine why certain 
NCs have spent such a small percentage of their available appropriations.  DONE’s 
Project Coordinators interact with the NCs on a regular basis, yet they are not provided 
with any reports showing the unspent appropriations for their responsible NCs.  If the 
Project Coordinators were provided with such reports, they could attempt to determine 
why available funds have not been spent and try to work with the NCs to resolve any 
problems they may be having.  Based on discussions with DONE, the NCs may have 
difficulty identifying projects or there may be conflicts within the NCs where members 
may have difficulties in deciding the best use of the funds.  This issue coupled with the 
lack of performance based budgeting contributed to funds being unspent and not being 
used to improve and further the NCs’ goals of increasing citizen participation in local 
government. 
 



  

29 
 

Unspent appropriations tie up funds that could potentially be used for other City 
purposes.  Therefore, DONE should attempt to determine why certain NCs have such 
large unspent appropriations.  In addition, DONE should explore the pros and cons of 
prohibiting NCs from carrying forward large appropriations without a detailed plan of 
how the funds will be spent. 
 

Recommendations 
 
 DONE management should: 
 

15. Provide its Project Coordinators with periodic reports showing the 
amount of unspent funds for their responsible NCs. 

 
16. Require Project Coordinators to attempt to determine the reason why 

certain NCs have a large amount of unspent funds and to assist the 
NCs with any difficulties they may have in identifying uses for the 
funds.  DONE should also consider providing assistance to NCs in 
identifying projects that are in line with the goals of the program. 

 
17. Work with the Mayor and the Board of Commissioners to determine 

the pros and cons of prohibiting NCs from carrying forward large 
appropriations without a detailed plan for how the funds will be spent.  

 
Finding #14:   DONE does not reconcile its bank account.  As a result, it was unaware 

that the account was overdrawn.  
 
Section 1.7.5 of the Controller’s User Department Manual requires departments to 
reconcile their bank accounts on a monthly basis.  Departments should also reconcile 
their records to information recorded on the Financial Management Information System 
(FMIS).  The purpose of these reconciliations is to identify any posting errors by the 
bank, on FMIS, or in the Department’s records.  We noted that DONE does not 
reconcile its records to either the bank’s records or to FMIS. 
 
In August 2005, the bank notified DONE that it had overdrawn the bank account by 
approximately $5,000.  Since the Department did not maintain a log of all transactions 
(i.e., a running bank balance), it was unable to contest the bank’s assertion, even 
though the Department believed that the account contained a sufficient amount.1 
 
The Department began receiving bank statements in September 2005.  We reviewed 
the statements for the period January 1, 2006 through July 31, 2006 and noted that the 
Department again was overdrawn.  The bank account first became overdrawn on June 
15th.  This situation was not corrected until July 27th, over one month later.  During this 
period, the balance was overdrawn by as much as $52,229.  We found no evidence of 
DONE reconciling the bank account. 
 
                                                 
1 The bank was providing DONE with access to a web site so that DONE could download account activity. 
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According to the Office of the Treasurer, the bank did not assess any fees as a result of 
the account being overdrawn.2  Despite this, the Department needs to keep a running 
bank balance so that it knows how much is in the account at all times so it can reconcile 
its records with the bank’s records and with FMIS. 
 
 Recommendation 
 

18. DONE should maintain a log showing a running bank balance and 
reconcile the log to bank statements and to the Financial Management 
Information System. 

 
Finding #15: DONE does not enforce its policies and procedures related to      

expenditures made by NCs. 
 
DONE developed a List of Unacceptable Purchase Categories and Items and a List of 
Acceptable Purchase Categories to provide guidance to the NCs on allowable 
purchases.  As a general rule, almost any type of expense, other than alcohol, tobacco, 
firearms, adult entertainment products, and gift cards and flowers to an individual or 
group, is allowable.  However, certain types of expenses, such as leases, travel, 
professional services, and temporary staffing, require prior approval from DONE. 
 
DONE’s policies and procedures require that each purchase be authorized by the NC’s 
governing body and be identified by category in the approved budget. Documentation 
requirements include the following: 
 

- Community Improvement Project expenses must be supported by an original 
invoice or a fax of the original invoice, a copy of the board minutes or affidavit, an 
official NC statement explaining how the expenditure will benefit the community, a 
letter of acknowledgement from the receiving agency that shows acknowledgement 
and approval of the desired project, and proof that required licenses and permits 
are in place, if needed. 

 
- Outreach event expenses should be supported be an original invoice or a fax of the 

original invoice, copy of board minutes or affidavit, a copy of the sign-in sheet for 
the event, and/or a flyer for the event. 

 
- Food and refreshment expenses must be supported by an original invoice or fax of 

the original invoice, a copy of the sign-in sheet, and an agenda of the event or 
meeting. 

 
We sampled 260 expenditures, totaling $380,000, made by 16 NCs to determine 
whether the expenditures complied with DONE’s policies and procedures.  We noted 
numerous exceptions.  Following are examples: 

                                                 
2 According to the Treasurer’s Office, an individual account with this particular bank can be overdrawn, as 
long as all accounts with the bank, in total, maintain a positive balance. 
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Expenditures Paid With City Checks 
 
• Of the 23 ($99,345) expenditures for community improvement, 11 ($56,019) did not 

show they were approved by the NC’s board.  Most of the expenditures were 
supported only with invoices. 

 
• Of the 12 ($39,637) outreach expenditures, none was supported by board minutes 

or an affidavit.  In addition, there were no sign-in sheets for these events.  Only 
seven of the 12 tested events were supported by a flyer for the event. 

 
• Of the three ($2,684) food and refreshment expenditures tested, only one ($134) 

was supported by a copy of the sign-in sheet and an agenda of the event or 
meeting. 

 
• Generally, DONE does not require the NC to certify that the goods/services were 

received.  The Controller’s Office requires departments to certify that the 
goods/services have been received.  DONE staff make the certification without 
verifying with the NC that the goods/services have been received.  

 
Expenditures Paid With Commercial Prepaid Cards 
 
• On several occasions, two NCs purchased money orders from the Post Office to pay 

vendors.  One NC split payments, apparently to circumvent the $1,000 maximum 
limit per transaction.  Specifically, the NC purchased four money orders totaling 
$3,423.  The NC did not submit a receipt or invoice to support the expenditure.  The 
only documentation on file was a quotation from the vendor.  On another occasion, 
an NC split the payment of $1,785 by paying the Vendor $1,000 by CARD and the 
rest by petty cash. 

 
• As with expenditures made with City checks, the required supporting documentation 

was often lacking for food and refreshment, outreach, and community improvement 
expenses. 

 
• On several occasions, NCs did not submit receipts and/or invoices to support 

expenses.  In accordance with its procedures, DONE staff prepared a “Missing 
Receipt Affidavit for Audit (Affidavit)” listing the expenses that did not have the 
required documentation.  The affidavits are sent to the NCs to obtain the appropriate 
signatures from the NC.  We noted widespread use of affidavits.  For example,  

 
• One NC submitted affidavits for 40 expenditures totaling $8,474 for 2004.  This 

represented over 50% of the NCs expenses during this year.  This means that 
over 50% of the expenses were not supported by receipts and/or invoices. 

 
• For one quarter, an NC submitted affidavits for all but $23 (out of $2,410) in 

expenses. 
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• For one quarter, another NC submitted affidavits for $4,681 of the $5,040 

expenses incurred. 
 
According to Administrative Services staff, some NCs have complained about the 
documentation requirements and have commented that it is not DONE’s role to “audit” 
the NCs’ expenses.  However, the City appropriates over $4 million in public funds each 
year for expenses made by NCs.  As such, we believe that NCs should be responsible 
for demonstrating that the funds were spent appropriately.  
 
It should be noted that two instances of suspected fraud have been referred to the Los 
Angeles Police Department.  For example, in one instance, a NC board member was 
suspected of utilizing a CARD to make over $700 in unauthorized expenses. 
 
 Recommendation 
 

19. DONE management should remind NCs of the documentation 
requirements for expenses and notify the NCs that failure to comply 
will result in DONE withholding funds from the NC.   

 
Finding #16: DONE is substantially behind in reviewing CARD and petty cash  

purchases made by NCs.  
 

Each quarter, NCs are required to submit documentation to support any CARD and 
petty cash expenses.  The documentation is due 90 days after the end of the quarter.  
This requirement does not apply to expenses made via checks, since the 
documentation is supposed to be submitted prior to issuance of the check by the 
Controller’s office. 
 
We noted that DONE is substantially behind in reviewing CARD and petty cash 
purchases made by the NCs.  For example: 
 

• For 14 NCs, DONE has not reviewed any expenses since the NCs’ enrollment in 
the neighborhood council program.  Seven of these NCs have been in existence 
for over one year.  Nine of the 14 NCs have not submitted documentation for any 
of its expenses since their inception in the program.   

 
DONE’s policies state that NCs should not receive new uploads unless they are 
current in submitting their documentation.  We noted several instances where 
NCs received new uploads, even though they had not submitted the required 
documentation for previous expenses. 

 
• Five NCs have had their expenses reviewed only through the end of 2003. 

 
• Seven NCs have had their expenses reviewed only through the end of 2004. 
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DONE’s approach is to review 100% of expenses and to review the oldest expenses 
first.  Since DONE is substantially behind in its reviews, it is often reviewing 
expenses that are several years old and for which documentation may be difficult for 
the NC to locate due to turnover in staff.   

 
DONE attributes the delays in reviewing the expenses to a shortage of staff.  There 
is only one employee assigned to conduct the reviews.  We agree that under the 
current environment (discussed in Finding #15) where NCs either are reluctant to 
submit documentation for its expenses or they submit poor documentation (which 
may require follow-up calls to the NC), keeping current on the reviews is a 
formidable task.  In fact, under this environment, DONE is likely to fall further behind 
in its reviews.  However, once NCs begin submitting quality documentation, one 
employee may be sufficient to complete the reviews.  In the meantime, DONE needs 
to develop a plan to keep the reviews up-to-date so that it is not always reviewing 
old documentation.  This should include reviewing expenses on a sample basis.  
The sample items could be selected based on factors such as the dollar amount of 
the expenditure and the NC’s history in submitting quality documentation. 

  
Recommendation 

 
20. DONE management should develop a plan for keeping its reviews of 

NC expenses up-to-date.  This should include reviewing expenses on a 
sample basis, at least until DONE is able to keep the reviews current.  

 
Finding #17: DONE does not have adequate controls over the issuance and    

cancellation of CARDS. 
 
In a well-controlled environment, the functions of authorizing CARD issuances/uploads, 
initiating the issuances/uploads on the System, and reconciling the bank account to the 
authorizations should be separated.  Separating the functions helps prevent or detect 
improprieties or errors. 

 
In reviewing DONE’s process for issuing and canceling cards, we noted that there is a 
lack of oversight over the Funding Program Administrator’s activities.  This individual 
authorizes new CARDS to be issued and any uploads to cards.  He also accesses the 
CARD Whiz System to initiate issuances/uploads.  This separation of duties weakness 
is compounded by the fact that no one reviews the bank account activity to verify that all 
issuances and uploads to cards have been properly authorized.   
 
We also noted the following: 

 
• On March 2, 2006, the Funding Program Administrator cancelled an NC’s CARD 

because of a change in the Treasurer.  He then inadvertently issued two new 
CARDS to the NC.  One Card was issued with the correct name of the NC and 
the other one was issued with an erroneous NC name.  This resulted in the NC 
having $6,200 more in available funds than they should have.  The NC used both 
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Cards and it was not until July 13, 2006, or four months later, that the Funding 
Program Administrator cancelled the CARD issued with the erroneous name. 
 

• In one instance, the CARD request was not on file.  There was a note on file 
indicating that the request was made via phone.  In another instance, the CARD 
request was not signed by the NC’s Treasurer. 
 

• In one instance, one employee used another employee’s password to issue a 
CARD.   

 
Recommendations 

 
 DONE management should: 

 
21. Separate the duties of authorizing issuances/uploads of CARDS and 

accessing the System to initiate issuances/uploads. 
 
22. Require someone independent of the authorizing and initiating 

functions to review the bank statements to verify that each issuance 
and upload has been properly authorized and supported by proper 
documentation. 

 
23. Prohibit the sharing of passwords for the CARD Whiz System. 

 
Finding #18:  There are lax controls in the Department’s other financial areas. 
 
In a well-controlled financial environment, management should assess it operations to 
identify weaknesses in controls.  To assist making this assessment, the Office of the 
Controller developed the Internal Control Certification Program (ICCP).  The ICCP 
requires each department to self-assess its operations every three years by completing 
questionnaires for various financial areas such as cash, revenue, expenditures, payroll, 
and inventories.  If performed diligently, completing the questionnaires should help the 
department identify control weaknesses. 
 
DONE completed its most recent certification in September 2004.  Although, the 
Department identified problems with NCs not complying with established procedures, it 
did not identify any problems related to its own financial operations.  Based on the 
number of problems we identified in DONE’s financial operations, it appears that the 
Department’s ICCP process was not effective in identifying control weaknesses.  
Therefore, DONE should evaluate its process for completing the ICCP to determine how 
it can be improved. 
 
The following problems illustrate how lax and ineffective DONE’s internal controls were 
over its financial activities and operations. 
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A. Payroll and Mileage 
 
• We reviewed 40 timesheets to determine whether they were approved by 

appropriate supervisors and accurately entered into PAYSR.  Although all 
timesheet data agreed with information recorded in PAYSR, four of the 40 (10%) 
timesheets were not approved by a supervisor. 

 
• There is a lack of separation of duties over the warrant distribution process.  A 

Personnel Analyst initiates hiring and terminations.  This individual also 
distributes warrants and direct deposit notices.  To reduce the potential for 
payroll improprieties, these duties should be separated.  

 
• Overtime hours worked are not pre-approved.  The Controller’s User Department 

Manual Section 4.8.1 requires that all overtime requests be pre-authorized, in 
writing, by an appropriate level supervisor and management.  DONE employees 
request overtime on a Form 68 (Blue Slip).  We sampled 42 timesheets that 
included overtime hours and determined if the hours were supported by a 
properly approved Blue Slip and if the hours were recorded accurately into 
PAYSR.  All overtime hours reflected on the timesheets were recorded 
accurately into PAYSR.  However, although a Blue Slip existed for all the 
overtime hours, 36 (86%) of the 42 were not approved prior to the overtime being 
worked. 

 
• Management does not conduct a periodic review of employees receiving 

bonuses (primarily bi-lingual bonuses) to ensure that employees are still eligible 
for the bonus.  Such a review would allow management to verify that employees 
are still eligible to receive the bonus. 

 
• Employees should submit mileage claims as soon as possible after the end of 

the month, and the employees’ supervisor should approve the claim as soon as 
practical.  Mileage claims submitted several months after the miles were driven 
could raise questions about the accuracy of the claims.  This is because it may 
be difficult for the employee or the supervisor to remember where the employee 
drove several months ago. 

 
We sampled 20 mileage payments and noted that in eight (40%) instances, the 
employee’s claim covered four months or more.  In one instance, an employee’s 
claim covered six months.  Specifically, the employee’s mileage payment for July 
2005 covered miles driven between January 2005 and June 2005. 

 
B.  Cash 
 

• DONE maintains a $1,000 petty cash fund to make small emergency purchases.  
We conducted a surprise cash count and found that the fund was short $600.  
Management spoke with the fund custodian who admitted taking the $600.  
Based on this admission, DONE management terminated the employee. 
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We were unable to determine how long the monies had been missing.  The fund 
custodian’s supervisor indicated that he conducts periodic surprise cash counts 
of the fund and that one had been conducted approximately two months prior to 
our cash count.  However, the supervisor does not document the cash counts.  
 

• The Department does not maintain a statement of responsibility on file for the 
petty cash fund.  The statement of responsibility helps to assign responsibility for 
the fund. 

 
C.  Department Expenditures 
 

• The Department does not have its employees review cellular phone bills and 
reimburse the City for any personal calls made.  The Department pays 
approximately $2,700 per month for cell phone service for 29 phones.  We were 
informed that former Department management instructed the phone company not 
to provide detailed cell phone bills that show telephone numbers called.  The 
rationale was that any calls made would be covered by the monthly charge and 
that any personal calls made would not add to the bill.  Our review of 12 months 
of phone bills disclosed that DONE incurred $1,300 in additional charges for 
exceeding the number of minutes covered by the plan.  Since DONE does not 
receive the call detail, it is unable to determine if the charges resulted from 
employees making personal calls.   

 
• The Department continues to pay charges related to a cellular phone assigned to 

an employee no longer with the Department.  The employee transferred to the 
City Clerk’s office in December 2005.  Since the employee left, DONE has paid 
approximately $700 in charges related to the phone.  DONE indicate that it had 
requested that the City Clerk reimburse the Department for the charges.  
However, the City Clerk has not reimbursed the amount owed. 

 
• DONE did not pay its monthly cellular phone bills for approximately three months.  

It is the City’s policy to pay vendors within 30 days of receipt of an invoice.  In 
reviewing the Department’s cellular telephone bills, we noted that the bill dated 
May 16, 2005 showed a “previous charges” balance of $8,561.  Upon further 
investigation, we found that DONE failed to pay the prior two bills (which were 
due on March 14, 2005 and April 11, 2005) until May 19, 2005.  This resulted in 
the bills being paid 66 and 38 days late, respectively.  The Department stated 
that the bills were not paid timely due to an oversight. 

 
• DONE did not competitively bid for its material distribution service contract.  

DONE has a $100,000 contract with The Walking Man Company to distribute 
flyers and other informational materials for the Neighborhood Councils.  The 
contract has been in effect since fiscal year 2001-02.  Since the contract amount 
exceeds $25,000, the Department should have sent out a Request For Proposal 
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or Request For Quotation to help ensure that the City paid a competitive price for 
the services. 

 
D.  Inventories 

 
• Since the inception of the NC program, DONE has not performed an actual 

physical inventory of equipment purchased by the NCs.  The Controller’s User 
Department Manual, Section 1.3.4, states that an actual physical inventory is 
required to be performed by City departments every two years. According to 
DONE’s records, NCs have purchased 66 items totaling $221,000 during the last 
three years, but DONE has never performed a physical inventory of equipment. 

 
• DONE’s inventory listing contains four items totaling $30,000 which were 

purchased with DONE funds, but were donated to another City department.  
Since these items no longer belong to DONE, the items should not be included 
on the inventory listing. 

 
Recommendations 

 
 DONE management should: 

 
24. Evaluate its process for completing the Internal Control Certification 

Program to determine how it can better identify internal control 
weaknesses in the Department’s financial operations. 

 
25. Correct the weaknesses identified in this finding. 
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APPENDIX I 
OFFICE OF THE CONTROLLER 

 
PERFORMANCE AND FINANCIAL AUDIT OF THE 

DEPARTMENT OF NEIGHBORHOOD EMPOWERMENT (DONE) 
 
 

Ranking of Recommendations 
 
Finding  
Number 

 
Description of Finding 

Ranking  
Code 

 
Recommendations 

   Section I.   
1. 
 
 
 
 
 
 
 
 
2. 
 
 
 
 
 
 
 
3. 
 
 
 
 
 
 
 
4. 
 
 
 
 
 
 
 
 
5. 
 
 

There is a lack of a formal 
document that defines and 
assigns the Department of 
Neighborhood Empowerment 
(DONE) the authority to 
directly monitor, regulate or 
provide oversight to 
Neighborhood Councils (NC). 

 
 The widely divergent bylaws 
adopted by NCs have reduced 
DONE’s overall effectiveness 
in supporting, facilitating and 
monitoring NCs. 

 
 
  
 DONE’s efforts in supporting 
the NCs’ progress in 
increasing civic participation, 
diversity, and community 
representation are not 
adequate. 

 
 
DONE has not developed 
performance measures to 
evaluate and measure progress 
towards achieving its mission. 
 
 
 
 
 
DONE does not have a 
cohesive plan for the delivery of 
training to NCs. 

    U 
 
 
 
 

 
 
 
 

    U 
 
 
 
 
 
 

    
    U 

 
 
 
 
 
 

 
    U 

 
 
 
 
 
 
 
 

    N 
      

 

1. DONE management should work with the 
appropriate parties to amend Ordinance No. 
176704 to provide DONE with the explicit 
authority to monitor, regulate or provide 
oversight to NCs as directed by the Mayor, 
City Council and/or BONC. 

 
 
 
2. To the degree feasible, DONE management 

should develop standardized bylaws for 
common operating processes and 
procedures for NCs, such as those 
governing Conflict of Interest, Code of 
Civility and outreach efforts to incorporate 
into the bylaws of each NC. 

 
3. DONE management should identify, 

prioritize and implement initiatives that will 
measurably increase civic participation and 
community representation.  DONE should 
also provide NCs with training on how to 
develop and file Community Impact 
Statements. 

 
4. DONE management should develop 

performance measures to evaluate and 
measure progress towards achieving its 
mission. Once performance measures have 
been established, DONE should monitor 
them on a regular basis to determine 
whether progress is being made in 
achieving its outcomes. 

 
5. DONE management should develop a 

comprehensive plan for the delivery of 
essential training to NCs. NC board 
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6. 
 
 
 
 
 
 
 
 
 
7. 
 
 
 
 
8. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
9. 
 
 
 
 
 
 
 
10. 
 
 
 
 
 
 
 
 
11. 
 
 
 
 

 
 
 
 
Roles and responsibilities of NC 
Project Coordinators are not 
clearly defined, resulting in 
varying levels and types of 
services provided by DONE 
Project Coordinators to NCs.  
 
 
 
Best practices from the most 
effective NCs are not 
documented and shared with 
other NCs. 
 
Requests made of DONE via 
the Contact Management 
System (CMS) are not tracked, 
trended, and analyzed for 
reoccurring problems. 
 
 
 
 
 
 
 
 
 
 
A central database does not 
exist to house a master copy of 
NC bylaws. 
 
 
 
 
 
There is limited training 
designed to instruct NC 
members on how to use 
information systems designed 
for NCs (e.g., the NC database 
that contains board member 
names, contact information, 
etc.). 
 
DONE has never conducted a 
User Satisfaction Survey for its 
Information Technology (IT) 
services. 

 
 
 
 

    U 
 
 
 
 

    U 
 
 
 
 

    N 
 
 
 
 

    N 
 
 
 
 
 

 
    N 

 
 
 
 
 
 
 

    N 
 
 
 
 
 
 
 

    N 
 
 
 
 
 
 

    N 
 
 
 
 

members should also be required to 
participate in certain mandatory training 
courses. 
 

6. DONE management should clearly define the 
roles, responsibilities, levels and types of 
service that NC Project Coordinators are to 
provide to NCs. 

 
7. DONE management should develop workload 

indicators to determine optimum staffing 
requirements, taking into consideration the 
cost of adding any additional staff. 

 
8. DONE management should formally 

document and share best practices from the 
most effective NCs with other NCs in the 
system. 

 
9.  DONE management should implement 

trending functionality for the CMS.  Requests 
initiated by Project Coordinators, 
administrative staff and City Attorneys should 
be tracked, trended and analyzed for 
reoccurring problems and used for 
management analysis and planning. 

 
10.  DONE management should increase its 

efforts to train personnel in the use of the 
CMS through implementing a user training 
program.  Training should include the 
system’s analytical and reporting 
functionality. 

 
11. DONE management should develop a 

central database to house the most current 
master copies of NC bylaws.  The 
database should ensure proper version 
control and maintenance of current bylaw 
information.  This information should be 
accessible to NCs. 

 
12. DONE management should increase its 

efforts to train NC members in the use of 
information systems designed for NCs.  NC 
members should, at a minimum, be trained 
in the use of the NC database for 
accessing election procedures and other 
important information.  Where practical, the 
training should be computer based. 

 
13.  DONE management should administer a 

periodic IT User Satisfaction Survey to 
gauge and monitor user satisfaction with IT 
services. 
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Section II. 

  

12. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
13. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
14. 
 
 
 
 
15. 
 

The budgets submitted by NCs 
are not performance based 
and serve little purpose. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Through the end of fiscal year 
2005-06, the City had 
appropriated $10.9   million for 
the NCs.  However, as of June 
30, 2006, over 50% was 
unspent. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
DONE does not reconcile its 
bank account.  As a result, it 
was unaware that the account 
was overdrawn. 
 
DONE does not enforce its 
policies and procedures related 

     U 
 
 
 

   
 
 
 
 
 

   
 
 
 
 
 

   
 
 

    U 
 
 
 
 

    U 
 
     
 
 
 
 
 

 
 

    U 
 
 
 
 
 
 

    U 
 
 
 
 

    U 

14. DONE management should improve the 
     budget process by: 

 
        a)  Working with the Mayor and the Board 

of Commissioners to establish a 
budgetary framework that clearly 
identifies goals and associated 
priorities for the Neighborhood Council 
System. 

 
        b)  Requiring NCs to submit a budget that 

links the goals and priorities to the 
budget.  This could include placing 
restrictions on the percentage of funds 
that can be used for certain categories. 

 
         c) Monitor NCs to ensure they spend their 

funds in accordance with their budget. 
 
15. DONE management should provide its 

Project Coordinators with periodic reports 
showing the amount of unspent funds for 
their responsible NCs. 

 
16.  DONE management should require Project 

Coordinators to attempt to determine the 
reason why certain NCs have a large 
amount of unspent funds and to assist the 
NCs with any difficulties they may have in 
identifying uses for the funds.  DONE 
should also consider providing assistance 
to NCs in identifying projects that are in line 
with the goals of the program. 

 
17. DONE management should work with the 

Mayor and the Board of Commissioners to 
determine the pros and cons of prohibiting 
NCs from carrying forward large 
appropriations without a detailed plan for 
how the funds will be spent.  

 
18. DONE should maintain a log showing a 

running bank balance and reconcile the log 
to bank statements and to the Financial 
Management Information System. 

 
19.   DONE management should remind NCs of 

the documentation requirements for 
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16. 
 
 
 
 
 
17. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
18. 

to  expenditures made by NCs. 
 
 
 
DONE is substantially behind in 
reviewing CARD and petty cash  
purchases made by NCs. 
 
 
 
DONE does not have adequate 
controls over the issuance and  
cancellation of CARDS. 
 
 
 
 
 
 
 
 
 
 
 
 
 
There are lax controls in the 
Department’s other financial 
areas. 

 
 
 
 
 

    U 
 
 
 
 
 

    U 
 
 

 
 
    U 

 
 
 
 
 
 

    U 
 
 

 
    N 

 
 
 
 
 
 

    U 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

expenses and notify the NCs that failure to 
comply will result in DONE withholding 
funds from the NC. 

 
20.  DONE management should develop a plan 

for keeping its reviews of NC expenses up-
to-date.  This should include reviewing 
expenses on a sample basis, at least until 
DONE is able to keep the reviews current.  

 
21.  DONE management should Separate the 

duties of authorizing issuances/uploads of 
CARDS and accessing the System to 
initiate issuances/uploads. 

 
22.  DONE management should require 

someone independent of the authorizing 
and initiating functions to review the bank 
statements to verify that each issuance and 
upload has been properly authorized and 
supported by proper documentation. 

 
23. DONE management should prohibit the 

sharing of passwords for the CARD Whiz 
System. 

 
24. DONE management should evaluate its 

process for completing the Internal Control 
Certification Program to determine how it 
can better identify internal control 
weaknesses in the Department’s financial 
operations. 

 
25. DONE management should correct the 

weaknesses identified in this finding. 
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Description of Recommendation Ranking Codes 
 
U- Urgent-The recommendation pertains to a serious or materially significant audit finding or control 
weakness.  Due to the seriousness or significance of the matter, immediate management attention and 
appropriate corrective action is warranted. 
 
N- Necessary- The recommendation pertains to a moderately significant or potentially serious audit 
finding or control weakness.  Reasonably prompt corrective action should be taken by management to 
address the matter.  The recommendation should be implemented within six months. 
 
D- Desirable- The recommendation pertains to an audit finding or control weakness of relatively minor 
significance or concern.  The timing of any corrective action is left to management’s discretion. 
 
N/A- Not Applicable  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 






