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Executive Summary
 

  
As part of our annual Audit Plan, we conducted an audit of the Capital 
Improvements Management Services Department’s (CIMS) capital project 
administrative expenditures allocation process.  The audit objective and 
conclusions follow:  
  
Are capital project administrative expenditures appropriately allocated to 
capital projects? 
 
Yes, capital project administrative expenditures are appropriately allocated to 
capital projects. 
 
Specifically, we concluded that: 

• CIMS appropriately developed allocation rates in compliance with Office of 
Management and Budget Circular A-87: Cost Principles for State, Local, 
and Indian Tribal Governments. 

• CIMS properly classified direct and indirect expenditures. 
• The Time Entry (TE) application that allocates capital project 

administrative expenditures to specific capital projects was operating 
effectively. 

• General and applications controls over the TE application were adequate. 
• CIMS accurately recorded capital project administrative expenditures in 

the City’s financial accounting system. 
• Capital project administrative expenditures were not charged in excess of 

project funding limits. 
• Capital project administrative expenditure transfers were valid. 

 
 
 
CIMS Management’s verbatim response is in Appendix B on page 5. 
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Background 
 

 
The Capital Improvements Management Services Department (CIMS) oversees 
the City’s street improvements, facilities maintenance, and new construction 
capital projects.  The operating budget for CIMS primarily includes personnel 
costs.  During Fiscal Year (FY) 2008, CIMS implemented an allocation system to 
charge personnel expenditures to capital projects. 
 
CIMS management initiates the allocation process by classifying its employees 
as either direct or indirect.  Direct employees are those who work directly on 
capital projects, such as Project Inspectors.  Direct employees record time 
worked on projects in CIMS Time Entry (TE) application.1  Employees whose 
work efforts are not identified to specific capital projects are classified as indirect.  
CIMS management, supervisors, fiscal, and administrative personnel are 
considered indirect. 
 
CIMS contracts with Maximus Consultants, Inc. to calculate an indirect cost rate 
based on employee classifications and related payroll information.  CIMS 
programs the indirect cost rate into the TE application.  The TE application 
calculates capital project administrative expenditure allocations by applying the 
indirect cost rate to direct time worked on projects. 
 
CIMS uses information from the TE application to record monthly capital project 
administrative expenditures in the City’s financial accounting system.  CIMS 
capital project administrative expenditures exceeded $10 million during FY 2010 
and $9.5 million during FY 2009.2 
 
CIMS also submits its indirect cost methodology to the U.S. Department of 
Health and Human Services (HHS) for approval.  As of the date of this audit, 
HHS was reviewing the FY 2010 and FY 2009 indirect cost methodologies. 

                                                 
1 - The TE application is a user-developed Microsoft Access application. 
   
2 - FY 2011 San Antonio City Budget. 
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Audit Scope and Methodology 
 

 
The audit scope was October 1, 2008 to September 30, 2010.  We interviewed 
staff, reviewed policies and procedures, and observed the capital project 
administrative expenditures journal entry process.  Testing criteria included the 
following: 

• OMB Circular A-87: Cost Principles for State, Local, and Indian Tribal 
Governments, 

• CIMS Fiscal Year 2010 and Fiscal Year 2009 cost allocation plans, and 
• Maximus Consultants, Inc. contracts terms. 

 
OMB Circular A-87 provides required guidance for cost allocation methodologies.  
We considered the consistency, reasonableness, and documentation of the 
methodology to determine if management appropriately applied guidance 
contained in OMB Circular A-87.   
 
We performed trend analyses of monthly capital project administrative 
expenditures recorded during the audit scope.  Based on these analyses, we 
judgmentally selected 4 monthly journal entries, 7 capital projects, and 10 capital 
project administrative expenditure transfers for testing.  Our testing procedures 
consisted of reviewing support documentation to determine if: 

• Capital project administrative expenditures were accurately computed and 
recorded in the City’s financial accounting system, 

• Capital project administrative expenditures were not charged in excess of 
project funding limits, and 

• Capital project administrative expenditure transfers were valid and 
appropriately processed in the City’s financial accounting system. 

 
We relied on computer-processed data from CIMS Time Entry (TE) application. 
The TE application allocates capital project administrative expenditures to 
specific projects.  Since the TE application is instrumental to the allocation 
process, we performed general and applications control testing including:   

• Adequacy of application documentation, 
• Appropriateness of access security, including  user roles and segregation 

of duties, and 
• Effectiveness of back-up and recovery procedures. 

 
We discussed some minor issues in the area of system application 
documentation with management.  The remaining components of the TE 
application were operating effectively to provide accurate information for 
management needs. 
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We also relied on computer-processed data from the City’s financial accounting 
system (SAP).  Our reliance was based on performing direct tests on the data 
rather than evaluating the system’s general and application controls.  Our direct 
testing included journal entries traced to support documentation and validated in 
the TE application.  We do not believe that the absence of general and 
application controls testing of the City’s financial accounting system had an effect 
on the results of our audit. 
 
We conducted this audit from September 2010 to January 2011 in accordance 
with generally accepted government auditing standards.  Those standards 
require that we plan and perform the audit to obtain sufficient, appropriate 
evidence to provide a reasonable basis for our audit results and conclusions 
based on our audit objectives.  We believe that the evidence obtained provides a 
reasonable basis for our audit results and conclusions based on our audit 
objectives. Our audit included tests of management controls that we considered 
necessary under the circumstances. 
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Appendix A – Staff Acknowledgement 
 

 
Barry Lipton, CPA, DABFA, Deputy City Auditor 
Tanya Rodriguez, CPA, Auditor in Charge 
Rosalia Vielma, Auditor 



Audit of Capital Improvements Management Services 
Capital Project Administrative Expenditures Allocation 

  

 
City of San Antonio, Office of the City Auditor  5 

 Appendix B – Management Response 
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