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City of Albuquerque

Office of Internal Audit

FOLLOW-UP OF THE
Albuquerque Bernalillo County Water Utility
Authority Franchise Fee Revenue Audit
Report23-19-103F
Date: June 28, 2023

INTRODUCTION

The Office of Internal Audit (OIA) issued the Albuquerque Bernalillo County Water Utility
Authority Franchise Fee Revenue audit report on April 25, 2019. OIA completed a follow-
up to determine the corrective actions that the Finance & Administrative Service Department
(DFAS) has taken in response to the report. The report contains two recommendations, one of
which that has been implemented and is now considered closed and one that remains open.

BACKGROUND

In 2003, the New Mexico Legislature adopted Senate Bill 887 Laws 2003, Chapter 437 (§72-1-
10, NMSA1978), which created the Albuquerque Bernalillo County Water Utility Authority (the
Authority) and provided that all functions, appropriations, money, records, equipment, and other
real and personal property pertaining to the Joint Water and Wastewater Systems (System) would
be transferred from the City of Albuquerque (the City) to the Authority.

To facilitate the System transfer, the City, Bernalillo County, and the Authority entered into a
joint powers agreement governing policy matters and a memorandum of understanding (MOU)
governing operational matters. Both of these documents provided a framework for the Authority
to operate successfully and without interruption in services provided to the community. The
current MOU is effective through June 30,2019. The City and Authority have agreed upon an
operating structure, which is governed by the current MOU and have agreed to a franchise fee
structure that is governed by the Franchise Fee Ordinance. The objectives of the audit were to
determine the following:

e Determine that the Authority is complying with the four percent gross revenue
franchise fee payment in accordance with City ordinance Section 13-4-9-8 (A)
ROA 1994;

e Determine that the Authority is complying with terms of timely payment
described in the City ordinance Section 13-4-9-8 (B) ROA 1994; and

e Determine that the Authority is complying with the annual reconciliation
requirement described in City ordinance Section 13-4-9-8 (C) ROA 1994.

In fiscal year 2016, the Authority’s gross water and wastewater revenues totaled $210.1 million
of which $183.7 million was related to the City’s jurisdiction and the Authority paid the City $7.3
million in franchise fees. In fiscal year 2017, the Authority’s gross water and wastewater revenues
totaled $215.2 million of which $189.8 million was related to the City’s jurisdiction and the
Authority paid the City $7.6 million in franchise fees.

The results of audit procedures identified opportunities for internal control improvements
pertaining to the lack of policies, procedures, and processes to ensure proper monitoring of the
Authority’s compliance with the City ordinance relative to objectives one and three.
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Further information pertaining to the audit scope, limitations, and methodology can be found in
Appendix A of the original audit report.

FOLLOW-UP OBJECTIVE

The objective of this follow-up was to determine whether DFAS has taken the corrective actions
recommended in OIA’s report issued on April 25, 2019. Consistent with Government Auditing
Standards, Section 9.08, promulgated by the U.S. Government Accountability Office, the purpose
of audit reports includes facilitating a follow-up to determine whether appropriate corrective
actions have been taken. This field follow-up is a non-audit service. Government Auditing
Standards do not cover non-audit services, which are defined as professional services other than
audits or attestation engagements. Therefore, DFAS is responsible for the substantive outcomes
of the work performed during this follow-up and is responsible to be in a position, in fact, and
appearance, to make an informed judgment on the results of the non-audit service. OIA limited
our scope to actions taken to address our audit recommendations from the original audit report
dated April 25 2019 through the submission of actions on June 21, 2023

METHODOLOGY
To achieve the objective, OIA:
e Obtained documentary evidence from DFAS.
e Interviewed the. DFAS staff to understand and verify the status and nature of the corrective
actions taken.
e Verified the status of the recommendations DFAS has reported as implemented.

RESULTS

Of the two recommendations addressed in the original audit report, one has been implemented
and is now considered closed. See ATTACHMENT 1. OIA will continue to monitor the
corrective actions taken by the department in response to the report.
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