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Monthly Summary – September 2005 
Status Report to the Board of Supervisors by IAD 

 
 

Board Directive: 
Per Board Directive on September 27, 2005, Item 70, the Internal Audit 
Department is to report on the status on implementation of Treasurer Tax 
Collector audit recommendations to be included in monthly status reports to the 
Board through December 2005.  The following status is provided: 
 
Background:
Treasurer’s Office:  At the September 27, 2005 Board Meeting, we reported 
that on May 6, 2005, we issued a Report on Audit of Statement of Assets Held 
by the County Treasury as of December 31, 2004.  In addition to that report, we 
issued:  1) a separate Management Letter and 2) a separate Confidential 
Supplement to the Management Letter on the audit of the Statement of Assets 
Held by the County Treasury as of December 31, 2004 dated August 31, 2005.  
These documents identified a total of 18 internal control weaknesses: 1 material 
weakness, 4 significant issues, and 13 reportable conditions.   
 
Status:
As of October 5, 2005, the Treasurer Tax Collector provided us with the 
following status:  Of the 18 internal control weaknesses:  
 
1 Material Weakness:  reported partially implemented/in process with interim 
mitigating controls. 
4 Significant Issues: 1 fully implemented, 1 partially implemented/in process, 2 
in-process 
13 Reportable Conditions: 7 fully implemented, 5 in-process, and 1 not yet 
implemented 
 
We will do a Follow-Up Audit to determine that the Treasurer’s office to 
determine these corrective actions. 
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For a copy of the complete audit report that contains the audit objective,  
scope, findings, recommendations, and management’s response, 

contact the Internal Audit Department’s website at http://www.ocgov.com/audit/ 

SEPTEMBER AUDIT ACTIVITY:
 
WE FINISHED 7 PROJECTS THIS MONTH: 
 
 We completed 2 Audits: 

 
1. Treasurer-Tax Collector:  We found the Treasurer’s Statement of Assets 

Held as of June 30, 2005, of $5,589,035,483 to be fairly stated. 
 
2. John Wayne Airport:  We found that Parking Concepts Inc.’s lease 

revenue for valet parking services amounting to approximately $3.5 
million annually due the County was properly remitted. 

 
We completed 5 Follow-Up Audits

 
3. RDMD/Planning and Development Services – Final Close-Out Review 

of Budgetary Controls:  Corrective actions were taken on all 9 
recommendations. 

 
4. County Executive Office & Auditor-Controller – Final Close-Out Review 

of County Budget Process:  Corrective actions were taken on all 6 
recommendations. 

 
5. Housing and Community Services – Final Close-Out of Office on Aging, 

Special Programs Division, and Veterans Service Office – Cash 
Disbursements and Revolving Funds:  Corrective actions were taken on 
all 18 recommendations. 

 
6. Sheriff-Coroner – Final Close-Out Review of Cash Disbursements:  

Corrective actions were taken on 2 of 3 recommendations remaining 
from our 1st Follow-Up Audit, and 1 recommendation was not 
implemented. 

 
7. Auditor-Controller – Laser Check Printing: This 1st Follow-Up Audit 

found 18 recommendations were fully implemented, 3 recommendations 
were partially implemented, 1 recommendation was in process, 3 
recommendations were not implemented, and 2 recommendations were 
found no longer applicable. 
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BOARD DIRECTIVE TO PROVIDE STATUS ON MATERIAL FINDING: 
 

 Department and Description Comments 
 
 

 
DEPT:  Treasurer-Tax Collector 
 
TITLE:  Confidential 
Supplement to the Management 
Letter and Audit of the 
Statement of Assets Held by the 
County Treasury at December 
31, 2004 
(Confidential Report) 
 
Audit No: 2409  
 
ISSUED:  August 31, 2005 

BOARD DIRECTIVE:  
Per Board Directive on September 27, 2005, Item 70, the Internal Audit Department is to 
report on the status on implementation of Treasurer-Tax Collector audit recommendations 
to be included in monthly status report to Board through December 2005.  The following 
status is provided: 
 
BACKGROUND:  At the September 27, 2005 Board Meeting, we reported that on May 6, 
2005, we issued a Report on Audit of Statement of Assets Held by the County Treasury as 
of December 31, 2004.  In addition to that report, we issued:  1) a separate Management 
Letter and 2) a separate Confidential Supplement to the Management Letter on the Audit of 
the Statement of Assets Held by the County Treasury as of December 31, 2004 dated 
August 31, 2005.  These documents identified a total of 18 internal control weaknesses: 1 
material weakness, 4 significant issues, and 13 reportable conditions.  The material audit 
findings involved an internal control weakness in the wire transfer of funds.  The 
significant audit findings were related to logical security controls, IT security monitoring 
and internal controls over granting local area network access.  (Confidential Finding) 
 
STATUS: As of October 5, 2005, the Treasurer-Tax Collector provided us with the 
following status:  Of the 18 internal control weaknesses identified: 1 material weakness:  
reported partially implemented/in process with interim mitigating controls; 4 significant 
issues: 1 fully implemented, 1 partially implemented/in process, 2 in-process; 13 reportable 
conditions: 7 fully implemented, 5 in-process, and 1 not yet implemented 
 
We will do a Follow Up Audit to determine that the Treasurer’s office corrective actions 
were implemented. 
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NON-MATERIAL FINDINGS 
 

 Department and Description Comments 
 

1.  
 
DEPT:  Treasurer Tax Collector 
 
TITLE: Report on Review of the 
Statement of Assets Held by the 
County Treasury as of June 30, 
2005 
 
Audit No. 2509 
 
ISSUED:  August 31, 2005 

 
SCOPE:   In our review of the Treasurer-Tax Collector’s (County Treasurer) Statement of 
Assets Held (financial statement), we performed tests to determine whether the assets 
(cash, demand accounts, and investments) held by the County Treasury were fairly stated, 
i.e., the assets exist, and were recorded accurately, completely, and timely. 
 
CONCLUSION:  Based on our review, we were not aware of any material modifications that 
should be made to the financial statement for it to be fairly stated. 
 
BACKGROUND:  At June 30, 2005 the County Treasury had total assets of $5.589 billion, of 
which $2.945 billion was in the County Pool; $2.577 billion was in the Education Pool; 
and $67 million was Non-Pooled. 
 
California Government Code requires that the elected Auditor-Controller perform three 
quarterly reviews and one quarterly audit of the statement of assets in the County Treasury.  
The Auditor-Controller contracts with the Internal Audit Department to conduct the 
quarterly reviews and the quarterly audit. 
 
TYPE OF RECOMMENDATIONS:  None  
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 Department and Description Comments 
 

2.  
 
DEPT:  John Wayne Airport 
 
TITLE:  Limited Review of 
Operating Agreement with Parking 
Concepts, Inc. for Valet Parking 
Services at John Wayne Airport 
 
Audit No. 2557 
 
ISSUED:  September 22, 2005 

 
SCOPE:  Limited review of operating agreement revenue to determine if gross receipts 
reported to the County by Parking Concepts, Inc. (PCI) for valet parking services were 
complete and supported by their records.   
 
CONCLUSION:   We found that PCI’s annual gross receipts of approximately $3.5 million 
due to the County were supported by their records and appeared complete.  No material 
weaknesses or significant issues were identified.  However, we identified 5 control 
findings related to compliance with the operating agreement or improving controls. 
 
BACKGROUND:  The County of Orange entered into an operating agreement with PCI, 
dated May 1, 2001, as amended, for the operation of valet parking services at JWA.  
During our review period of May 1, 2004 to April 30, 2005, PCI remitted to the County 
over $3.5 million in gross receipts and the County paid PCI approximately $1.4 million in 
operator fees. 

TYPE OF RECOMMENDATION:  There were 5 recommendations in the areas of daily ticket 
reconciliations and physical vehicle inventories, restrictive endorsement of checks, and 
unpaid valet parking fees 
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 Department and Description Comments 
 

3. 
 
DEPT:  RDMD/Planning and 
Development Services  (formerly 
Planning and Development 
Services Department) 
 
TITLE: Final Close-Out 
Follow-Up Audit of Review of 
Budgetary Controls for Planning 
and Development Services 
Department, Original Audit 2316 
 
Audit No.  2548 
 
ISSUED:  September 12, 2005 
 
 

 
SCOPE:  1st Follow-Up Audit of budgetary controls in the County Executive Office (CEO) 
and the Resources & Development Management Department’s Planning and Development 
Services (PDSD) to determine if corrective action had been taken for the 9 
recommendations made in our original report dated February 27, 2003.   
 
CONCLUSION:  We are pleased to report that satisfactory corrective action has taken place 
for all 9 audit recommendations. As such, this report represents the final close-out of 
the original audit. 
 
 
BACKGROUND:  The original audit assessed budgetary controls in the CEO and PDSD 
following a $2.4 million fund deficit that occurred in PDSD’s Building and Safety Fund 
113 during the fiscal year ending June 30, 2002.  The focus was a review of high-level 
budgetary controls both in PDSD and the CEO/Budget Office, which is responsible for 
oversight of the County budget process. The audit also involved the Auditor-Controller’s 
outstationed accounting function in PDSD.  

TYPE OF RECOMMENDATIONS: The original audit contained recommendations involving 
strategic planning, PDSD’s staffing and projected workloads, ownership and accountability 
in budgetary roles and responsibilities, CEO/Budget Office monitoring processes, training 
and development of budget staff, County policy on loans from the General Fund, and cost 
studies and overhead calculations by PDSD and the Auditor-Controller.  
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4. 
 
DEPT:  County Executive Office 
and Auditor-Controller 
 
TITLE:  Final Close-Out 
Follow-Up Audit for the Limited 
Review of County Budget Process 
and Controls, Original Audit 2342 
 
Audit No.  2549 
 
ISSUED:  September 19, 2005 
 

 
SCOPE:    1st Follow-Up Audit of a limited review of the County budget process and 
controls in the County Executive Office (CEO) and the Auditor-Controller to determine if 
corrective action had been taken for the 6 recommendations made in our original report 
dated August 18, 2003.   
  
CONCLUSION:  We are pleased to report that satisfactory corrective action has taken place 
for all 6 audit recommendations. As such, this report represents the final close-out of 
the original audit. 
  
BACKGROUND:  In conjunction with our audit of the budgetary controls in the Planning 
and Development Services Department, we performed a limited review of the County’s 
budget process as of April 30, 2003.  The primary purpose of our review was to evaluate 
the adequacy of the process and controls over the preparation, review, and approval of the 
annual County budget, starting with the origination of the budgets within 
departments/agencies through the adoption of the budget by the Board of Supervisors.   
 
TYPE OF RECOMMENDATIONS: The original audit contained recommendations involving 
defining budget process roles and responsibilities, ensuring accountability and ownership 
of budget variances and budget projections, more frequent briefings to Board of 
Supervisors’ Executive Assistants, and continued interactions between 
departments/agencies and the CEO/Budget Office.  
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 Department and Description Comments 
 

5.  
 
DEPT:  Housing & Community 
Services Department 
 
TITLE:  Final Close-Out 
Follow-Up Audit of Departmental 
Control Review Housing and 
Community Services Department 
New Programs-Cash 
Disbursements and Revolving 
Funds, Original Audit 2349 
 
Audit No. 2532 
 
ISSUED:  September 27, 2005 
 
 

 
SCOPE:   1st Follow-Up Audit of cash disbursements and revolving funds in the Housing & 
Community Services Department’s (HCSD) New Programs – Office on Aging, Special 
Programs Division, and the Veterans Service Office – to determine if corrective action had 
been taken for the 18 recommendations made in our original report dated July 15, 2004.   
 
CONCLUSION:  We are pleased to report that satisfactory corrective action has taken place 
for all 18 audit recommendations. As such, this report represents the final close-out of 
the original audit. 
 
BACKGROUND: The original audit was conducted of the above programs shortly after they 
became the responsibility of HCSD (these programs were formerly under the Community 
Services Agency).  For cash disbursements, we evaluated the adequacy of support 
documentation and fiscal monitoring of various contractors to justify contractor payments.  
We also evaluated controls over revolving fund accounts in each of the programs.  
 
We concluded that controls and processes for monitoring expenditures over certain 
contract providers were insufficient, controls over the Veterans Service Office revolving 
fund were not effective, and that improvements were needed in both areas of cash 
disbursements and revolving funds.   
    
TYPE OF RECOMMENDATIONS:  The original audit identified areas to improve controls by 
obtaining contractor authorized signature lists; ensuring invoices are cancelled as “paid;” 
developing policies and procedures for conducting fiscal monitoring of contractors, 
including procedures specifically for monitoring equipment purchases and meal donations; 
and to improve controls over revolving funds in the areas of segregation of duties, 
preparing fund and bank reconciliations, and compliance with County Accounting Manual 
requirements for revolving funds.  
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 Department and Description Comments 
 
6. 

 
DEPT:  Sheriff-Coroner 
Department 
 
TITLE:  Final Close-Out 
Second Follow-Up Audit of 
Departmental Control Review of 
Sheriff-Coroner Cash 
Disbursements – Trust Funds, 
Special Appropriation Funds, 
Revolving Funds and Flash Fund, 
Original Audit 2235 
 
Audit No.  2533 
 
ISSUED: September 29, 2005 

 
SCOPE:  2nd Follow-Up Audit of cash disbursement controls and processes to determine if 
corrective action had been taken for the 3 recommendations not fully implemented at the 
time of our 1st Follow-Up Audit, dated March 4, 2003.   
 
CONCLUSION: Our second and final Follow-Up Audit of the (3) remaining 
recommendations found that two (2) had been fully implemented and one (1) was not 
implemented. The recommendation not implemented concerned revolving fund 
reconciliations not being prepared by the outlying divisions that have revolving funds.  The 
Sheriff-Coroner has indicated that revolving fund reconciliations will begin with the month 
of September 2005.   This report represents the final close-out of the original audit. 
 
BACKGROUND:  The original audit assessed the adequacy of controls over cash 
disbursements in various trust funds, special appropriation funds, revolving funds, and the 
Flash Fund.  At the time of the audit, the Sheriff-Coroner processed approximately $5 
million from its trust funds; disbursed $171, 000 in special appropriation funds used for 
criminal investigations; maintained a $30,000 flash fund for use in narcotics, vice, and 
special investigations; and had a $250,000 revolving fund with 30 outlying locations. 
  
TYPE OF RECOMMENDATIONS: The original audit identified (16) sixteen recommendations 
to improve controls over cash disbursements including issues involving segregation of 
duties; inventories and logs of critical business forms; fund reconciliations; supervisory 
reviews, authorized signature lists; physical safeguards, and travel cash advances.  
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7. 
 
DEPT:  Auditor-Controller 
 
TITLE:  First Follow-Up Audit of 
the Auditor-Controller Laser 
Check Printing, Original Audit 
No. 2326 
 
Audit No.  2523 
 
ISSUED: September 30, 2005 

 
SCOPE:  1st Follow-Up Audit of the Auditor-Controller Laser Check Printing to determine 
if corrective action had been taken for the 27 recommendations made in our original report 
dated September 23, 2003. 
 
CONCLUSION:  This 1st Follow-Up Audit found 18 recommendations were fully 
implemented, 3 recommendations were partially implemented, 1 recommendation was in 
process, 3 recommendations were not implemented, and 2 recommendations were closed. 
 
BACKGROUND:  The original audit evaluated whether internal and system controls were 
functioning adequately to ensure checks were properly processed and resulted in complete 
output; application and check data were protected from unauthorized users; data was 
adequately protected from disasters; only valid changes to the application were deployed; 
and check printing duties were adequately segregated. 
 
TYPE OF RECOMMENDATIONS:  The original audit determined that internal controls over 
critical aspects of the laser check printing process were not currently effective and needed 
immediate attention.  There were 27 recommendations in the areas of access controls, 
duties segregation, supervisory reviews and reconciliations, service continuity, data 
retention, check stock safeguarding, duties assignment, application controls, change 
controls, and audit trails. 
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