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SUBMITTAL TO THE BOARD OF SUPERVISORS
COUNTY OF RIVERSIDE, STATE OF CALIFORNIA

SUBMITTAL DATE:
“June 24, 2014

FROM: /Auditor-Con,troller

: SU‘BJECT: Internal Audit Report 2013-007: Assessor-County Clerk-Recorder, [District: Ali]: [$‘Q],

RECOMMENDED MOTION: That the Board of Superwsors
1. Receive and file Internal Audit Report 2013-007: Assessor-County C!erk-Recorder Audit

Report
BACKGROUND:
Summary ’ ' ,
We have completed an audit of the Riverside County Office of the Assessor-County Clerk-
Recorder to provide management and the Board of Supervisors with an independent assessment
of internal controls over capital and non-capital assets, cash handling, information security,
Property Tax Administrative Cost (Senate Bill 2557) reimbursements, Real Estate Fraud
Prosecution fund, records management, and revolvmg fund. The audit covered the penod July 1,
2010 through June 30,2012. .
(Contmued on page 2)

Paul Angulo, CPA, &\ A
County Auditor-Controller

COST ~ $ 0.0| $ . 0.0 $N .0 $ s & Poli
[NETCOUNTYCOST |3 ' 00/ 0.0/$ 00/ 0,0| Consent B Policy
SOURCE OF FUNDS: N/A Budget Adjustment: No

n/a

'For Fiscal Year:

C.E.O. RECOMMENDATION:

County Executwe Offlce Slgnature
MINUTES OF THE BOARD OF SUPERVISORS

: Karenf.’,;mm ——

On motion of Supervusor Stone, seconded by Supennsor Benont and duly carned by
unanimous vote, IT WAS ORDERED that the above matter is received and fﬂed as

recommended.

Ayes: | Jeffries, Tavaghone Stone, Benoit and Ashley

Nays: None Kema Harper-lhem
Absent: None :
“Date: - July 29, 2014

XC: Auditor

bii e

C - N
Prev. Agn Ref.:

[District: ALL | Agenda Number:

211



SUBMITTAL TO THE BOARD OF SUPERVISORS, COUNTY OF RIVERSIDE, STATE OF ‘CALIFORNIA
FORM 11: County of Riverside Auditor-Controller's Office - Internal Audit Report 2013-007: Assessor-County
Clerk-Recorder Audit

DATE: June 24, 2014
PAGE: Page 2 of 2

BACKGROUND:

Summary (continued) o

Based upon the results of our audit, we identified opportunities for improvement of internal controls
relating to the processes of capital and non-capital assets and revolving fund. We determined the
* Assessor-County Clerk-Recorder has adequate internal controls over information security, Property Tax
Administrative Cost (Senate Bill 2557, chapter 466 of 1990 Statutes of California) reimbursements, Real
Estate Fraud Prosecution fund, records management, and cash handling.

Impact on Citizens and Businesses
Provide an assessment of internal controls over the audited areas.

SUPPLEMENTAL.:
Additional Fiscal Information
Not applicable

ATTACHMENTS:

A: County of Riverside Auditor-Controller’s Office - Internal Audit Report 2013-007
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COUNTY OF RIVERSIDE ' ,

OFFICE OF THE ; m AUDITOR
AUDITOR-CONTROLLER
- CONTROLLER

County Administrative Center COUNTY OF RIVERSIDE
4080 Lemon Street, 11™ Floor Do
o P.O.Box 1326 ' : ;
Riverside, CA 92502-1326 =~ = , Paul Angulo, CPA, MA
(951) 955-3800 C ‘ - AUDITOR-CONTROLLER
 Fax (951) 955-3802 ‘

June 24, 2014

Mr. Larry W. Ward, Assessor-County Clerk- Recorder
4080 Lemon Street ' :
Riverside, CA 92502

‘Subject: Internal Audit Réport\201 3-007: Assessor-County Clerk-Recorder
Dear Mr. Ward, |

- The Internal Audit Division of the Auditor-Controller's Office has completed an audit of the
‘Riverside County Office of the Assessor-County Clerk-Recorder to provide management and
the Board of Supervisors with an independent assessment of internal controls over capital and
non-capital assets, cash handling, information security, Property Tax Administrative Cost
(Senate Bill 2557) reimbursements, Real Estate Fraud Prosecution fund, records management,

and revolving fund. The audit covered the period,July 1, 2010 through June 30, 2012.

We conducted our audit in accordance with the International Standards for the Professional )

Practice of Internal Auditing. These standards require we plan and perform the audit to obtain

sufficient, reliable, relevant and useful information to provide reasonable assurance that our

objective as described above is achieved. An internal audit includes the systematic analysis of

information to evaluate and improve the effectiveness of internal controls. We believe this audit
~provides a reasonable basis for our conclusion. L

Internal controls are processes designed to provide management reasonable ‘assurance of
~achieving operational efficiency, compliance with laws and regulations, reliability of financial
information, and to safeguard county assets. Management is responsible for establishing and
maintaining adequate internal controls; our responsibility is to assess the adequacy of internal

controls based upon our audit. v R ‘ :

Based upon the results of our audit, we identified opportunities for improvement of internal

controls relating to the processes of capital and non-capital assets and revolving fund. We

determined the Assessor-County Clerk-Recorder has adequate internal controls over

information security, Property Tax Administrative Cost (Senate Bill 2557, chapter 466 of 1990

Statutes of Califomia) reimbursements, Real Estate Fraud Prosecution fund, records
.. management, and cash handling. -

As requested, in accordance with paragraph [IC of the Board of Supervisors Resolution 83-338,
management responded to each reported condition and recommendaticm contained in our



COUNTY OF RIVERSIDE ; :
Internal Audit Report 2013-007: Assessor-County Clerk-Recorder

report. Management's ‘responses are included in the ‘repo'rt. We will follow-up in one year to
verify that management implemented the corrective actions. '

We thank the Riverside County Office of the Assessor-County Clerk-Recorder mahagement

- and staff for their cooperation; their assistance contributed significantly to the successful
completion of this audit. : : :

Paul Anguio, CPA, MA
_County Auditor-Controller - -

By: Mark Cousineau, CPA, CIA, CFE
Chief Internal Auditor

cc: Board of Supervisors
Executive Office

' Pagé 2 !
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COUNTY OF RIVERSIDE , N
Internal Audit Report 2013-007: Assessor-County Clerk-Recorder

Executive Summary
Overview | |

The Office of the Assessor-County Clerk-Recorder consists of four divisions, Assessor, County

Clerk Recorder, RMAP (Records Management and Archives Program), and CREST (County of ;
Riverside Enterprise Solutions for Property Taxation). Our audit comprised an independent as-

sessment of internal controls over cash handling, revolving fund, capital assets, non-capital

assets, County Property Tax Administrative Cost Reimbursement allowed under Senate Bilt 2557

chapter 466 of 1990 Statues of California, and information security and records management in
‘the Assessor division. In addition, our audit included an independent assessment of internal ,
controls over the Recorder’s Real Estate Fraud Prosecution Fund.

The Assessor manages a staff of approximately 200 employees, which are located in six offices
throughout Riverside County; offices are located in Blythe, Hemet, Indio, Temecula and two in
Riverside (Gateway and downtown). The Assessor's office consists of the following five -

divisions: Agriculture, Business Personal Property, Commercial, Manufactured Homes, and
Residential. - o B ' : :

The primary responsibility of the Assessor division is to value taxable property. This is
accomplished by locating all taxable property in Riverside County, identifying owners, and
~ describing the property. The Assessor determines a value for all taxable property and applies

applicable legal exemptions and exclusions. The Assessor completes an assessment roll
showing details of property assessed values for all property and maintains records and provides

access, as granted by law, to the assessment roll.

- The Recorder’s division is charged with the responsibility of examining, recording, imaging,
indexing, and archiving all official records that are recorded and filed within the County of
~ Riverside. Additionally, they maintain custody of permanent records as well as providing public
access to information regarding land and land ownership. The Recorder is also the local
registrar of marriages and maintains copies of vital records (certificates) of births, deaths, and
marriages occurring in Riverside County. All birth records from the origin of the County in 1893
have been adapted from microfilm to electronic image.

The Assessor is a general government function partially supported through gehéral fund
contributions (net county cost). The below chart depicts actual revenue, expenses and net

county cost over the past five fiscal years. The last two fiscal years were the period under audit
review: e

Page 4 !
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Assessor: Five Year Financial Analysis
| $35,000,000 - = — -

$30,000,000 1~ \ R , |
- $25,000,000 - = , \‘ - — ——t o 1

320,000,000 - ‘ ' ' e —-R'evenues :
$15,000,000 i o~ =—Expenditures |
' 1~ : ~ ~— ; ;  memes Net County Cost
$10,000,000 ‘ \ e

$5,000,000 . —
' : so o T T 0 ,‘ Y T T
- ~FY2007/08  FY2008/09 FY2009/10 FY2010/11 FY2011/12
Audit Objective

~ Our audit objective is to provide management and the Board of Supervisors with an
~independent assessment of internal controls in the Assessor’s division over capital and non-

- capital assets, cash handling, information security, Property Tax Administrative Cost (SB 2557,
chapter 466 of 1990 Statutes of California), reimbursements, Real Estate Fraud Prosecution
Fund, records management, and revolving fund. -

Audit Conclusion

Based upon the results of our audit, we identified opportunities for improvement of internal
controls relating to the processes of capital, non-capital assets, and revolving fund. We
determined the Assessor-County . Clerk-Recorder has adequate internal controls over -
information security, Property Tax Administrative Cost (Senate Bill 2557, chapter 466 of 1990
Statutes of California) reimbursements, Real Estate Fraud Prosecution fund, records
management, and cash handling. , R : ' '

Page 5
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Capital Assets: Assessor Division
| Background

SPM Policy Number 913, Capitalization Thresholds (SPM 913), defines capital assets as fixed
assets and intangible assets of significant value having a utility which- extends beyond the
-current year that are broadly classified as land, infrastructure (or, long-lived assets), buildings
and improvements, equipment, livestock, and intangible assets. Capital assets: include real
property such as building (structures), land, and land improvements, regardless of value, as well
as vehicles, machineries, and all equipment with a value of $5.000 or more. The cost of a

capital asset includes all costs necessary to place the asset in service (e.g. shipping, set-up,
-testing, and other ancillary costs). ' - '

~ SPM 913 requires all real property with a value of $1 (one dollar) and all capital assets with a
value of $5,000 or'more to be recorded in the PeopleSoft Asset Management Module (Asset

Module). SPM 903, Capital Asset Tags (SPM 903), requires that capital assets be tagged or

- marked as County property. If the County property tag will not adhere to an item because of

- size, shape or use of the item, the department or agency should affix the assigned number in

- some other manner, i.e., engraving, inscribing, stenciling, etching, or painting the number on the

item itself, or labeling the box in which it is kept. The number must be affixed in some way that

will ensure identification for accountability. 5

The responsibility for processing and maintaining an accurate record of capital assets primarily
resides with the Department. Department management also have roles related to these assets,
including following proper purchasing procedures when acquiring assets, properly recording the
asset and value into the Asset Module and performing an annual physical inventory to account
for all assets under the department head's responsibility. ' :

As of June 30, 2013, the Assessor maintained 118 capital assets in the Asset Module,
~ consisting of computer servers, equipment, vehicles, buildings, and structures; 'with the
- combined acquisition cost of $3,118,000. e '

Audit Objective

Our audit objective is to provide management and fhe Board ' of Supewisors ‘with an ; |
independent assessment of internal controls over capital assets. =

Audit Methodology
To accomplish our objectives, we:

¢ lIdentified and reviewed policies, applicable laws, codes, regulations, and board

ordinances.
e Conducted interviews and pérformed walk-throughs with Assessor personnel. |
Page 6 !
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~ Internal Audit Report 2013-007: Assessor-County Clerk-Recorder ;

o Utilized PeopieSoft'queries to identify the quantity, locations, and capital asset movement.
* Verified appropriate levels of management review and approval.

o Traced assets to inventory records to ensure completeness and vouched from inventory ‘
- records to assets to ensure existence.

Finding 1: Timely Reporting of Capital Assets

- Capital asset acquisitions and retirements from July 1, 2010 through June 30, 2012 were not
reported to the ACO in a timely manner. Our review of five acquisitions disclosed documents for
three of the five, 60%, acquired assets were submitted for asset capitalization on average 80
calendar days after the asset were received. Our review of 10 retirements disciosed one of the
ten, 10% retired asset from inventory was submitted 34 days after the asset was removed from
service. Reporting the acquisition or retirement of capital assets in an untimely manner may

result in loss of control over assets and/or misstating the value of capital assets for internal and
external reporting purposes. , ' :

Management’s Response

“Concur. We agree that asset acquisitions and retirements should be reportéd to the ACO and.

recorded in PeopleSoft timely. Although the ACO Standard Practice Manual specifies a 30-day
timeframe for reporting and recording asset retirements, it does not specify any timeframe for
asset acquisitions.” R

'Recommendation 1.1

Include a 30fday reqUMent to report acquisitions and retirements to the ACO in the Assessor
office's written capital assets policies and procedures manual.

Management’s Response

“Concur. We have siarted implementing a 30-day period within which to feport asset
acquisitions and retirements to the ACO and record the activity in PeopleSoft asset mo‘dule."* S

Recommendation 1.2

Monitor procedures to ensure capital asset acquisitions and retirements are reported to the
ACO promptly after the transaction occurs. ~

ManaQement’s Response

“Concur. We have‘ instructed our supervisors to monitor that procedures for! reporting papital ,
asset acquisitions and retirements are followed.” s o
Page 7 !
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Finding 2: Management of Capital Asset Records

Capital assets were not properly identified in the Asset Module. Over twenty-one percent (eight
~out of 38) of capital assets selected for review either contained inaccurate identification or were
not included in the Asset Module. These errors resulted from the office focusing on the
existence of capital assets when performing their annual inventory rather than validating the
fixed asset tag or accuracy of records. Recording capital assets improperly may hinder the

process of identifying, controlling, and valuing County assets. The categories of errors noted
included: ~ : , . '

e 50f38(13.16%) -'assefé were not tagged or mérked as County property; and
* 3 0f 38 (7.89%) - asset tag numbers were incorrectly recorded. |
Management’s Response k

“Partially Concur. The five of 38 assets, described above as “not t: gged or marked as County

property” had actually been tagged: #077024, #077820, #077821, #077440, and #077794. It

- was common for the old tags to fall off due to the heat generated by the computer equipment.
On 7/9/13 our department‘ obtained new tags from ACO and retagged the equipment: #080999,

#081000, #081001, #081004, #081005, respectively. '

The three of 38 assets, described above as “asset tag numbers incorrectly recorded”, were

- assets with the following tag: #079925, #077428. and #077023. Our internal review found that

- the equipment were actually correctly recorded in PeopleSoft; however, the issued tags were -
affixed to the wrong equipment. On 7/9/13, our department obtained new tags from the ACO

and retagged the equipment with #081002, #81006, and #81008, respectively.”

Recommendation 21

Perform a physical inventory of capital assets. Trace each asset to its inventory record,
validating asset description and fixed asset tag numbers documented in the Asset Module to
ensure completenc-;ss. ‘ : : : ‘

Management’s Response
“Concur. We have completed a physical inventory of capital assets as part of the 2014 annual
capital asset certification process. We are currently in the process of reconciling the results of
the physical inventory with the PeopleSoft records.” ' ' '
Recommendation 2.2

 Validate the inventory records by VOuéhing the inventory records recorded in the Asset Module
~ to the fixed asset to ensure existence; and ensure all assets are properly tagged or marked as
- County Property. ' '

Page 8 ! '
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Intérnal Audit Report 2013-007: Assessor-County Clerk-Recorder

Management's Response

 “Concur. This is in the process of being completed as part of the annual capital asset
certification process.” o ,

Page 9 !
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'Non-Capital Assets: Assessor Division
Backgtound‘ ‘ | o

Board of Supervisor's Policy H-26, “Non-Capitalized Asset Management,” defines non-capitalized
‘walk-away” assets as assets which are small, mobile, easily converted for personal use and have

an acquisition cost from $200 to less than $5,000. Examples include, but are not limited to
laptops, personal digital assistants (PDAs), global positioning system (GPS) receivers, and cell
phones. Departments are required to track walk-away assets through the PeopleSoft Asset
‘Management Module, or another established system, if reviewed and approved by the Auditor-
Controller. : ~ , ‘ , :

The Assessor's non-capital assets indUded 22 laptops acquired ‘prior to 9/3/08 in the Asset
Module. No cell phones or acquisitions after 9/3/08 were tracked in PeopleSoft. However, the 1
‘Assessor did maintain an Excel spreadsheet, which included 80 cell phones and 102 laptops.

- No identification numbers, acquisition dates or valuation data were maintained for the walk-
away assets listed. ’ : ,

In addition, the Assessor currently utilizes the Microsoft SCCM (Systems Center Configuration
Manager) and DNS (Domain Name Service) for accounting for laptops connected to the
system and utilizes the exchange server and a cell phone detail report from the monthly
invoices from Verizon Wireless to monitor cell phones. The current cell phone detail report
identifies 53 cell phones currently in service. The cell phone detail report is tracked by cell
phone number not the asset identification number, acquisition cost, or serial number. The
Microsoft SCCM, the DNS, the exchange server, and cell phone detail report have not been

reviewed or approved by the Auditor-Controller ‘as an acceptable replacement for the

PeopleSoft Asset Management Module.
Finding 3: Accountability of Non-Capiml Walk-Away Assets

~ The Assessor was not utilizing the Asset Module, or a system reviewed and approved by the
Auditor-Controller, to track non-capital ‘walk-away” assets. In addition, the number of walk-away

assets under the responsibility of the Assessor varied depending on the source record

reviewed. Without, one central record to track walk-away assets, control is lost as to the quantity

and specific identification of assets under the responsibility of the Assessor making them
susceptible to undetected loss or theft. , : :

Management's Response

“Concur. Since 7/1/2009, with the exception of cell phones which are tracked separately, non-
capital assets are maintained by our department using the Track-it! Software.  In addition, ACR
is using Track-it! for issuing help desk tickets, assigning service orders, and maintaining IT
- customer service records; these are functionalities not available in PeopleSoft. Our records
- indicated that on 2/3/2009 our department requested the ACO-Specialized Accounting office for
“approval of the Track-it! Software. However, we did not find any record showing that a written

Pagew'! .
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approval was received from the offi ice. We therefore renewed our request for approval on
12/17/2013. To date, 6/3/2014, we have not received a response to our request »

Recommendatlon 3.1

Perform a phys:cal mventory of walk-away assets comparing the physidal' assets to accounting

records and existing inventory lists to ensure all walk-away assets are properly identified and
recorded. ' ‘

Management's Response \

‘Concur. The department will conduct a physical inventory of walk-away assets 'starﬁng in
~June.” ‘ ‘

Recommendation 3.2

Determme the dlsposmon of walk-away assets, and if appropnate obtain a dlscharge of habmty .
for missing assets ldentrﬁed during the physical inventory.

Management’s Response
“Concu‘r.”t
Recommendation 3.3

Record all non-capatahzed walk-away assets in the PeopIeSoft Asset Management Module or
- obtain ACO approval of an attematwe tracking system. .

Management's Response

“‘Concur. We are awaltmg approval from the ACO on our request to use Track-lt' Software for ‘
maintaining our non-capttal asset records.” :

Page 11
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‘Revolving Fund: Assessor Division
Background |

~Under the authority of Government Code Section 29320—29334, the Board of Supervisor's
adopted Board Resolution number 74-156 on May 14, 1974, authorizing the establishment of a
revolving fund, under the custodianship of a county officer, for use on official county business.
~The Board of Supervisors adopted Board Resolution number 82-75 on January 12, 1982,
authorizing the Auditor-Controller to perform the functions of the Board of Supervisors in

establishing, increasing or discontinuing any of the revolving funds. ’

Under the custodial responsibility of the Assessor, a $20,000 revolving fund was established for
employee travel advances and job specific training and the authorized amount is maintained in
a checking account with Altura Credit Union. ' ' : R
Auditdr—ContrdHer"s Internal Contrbl Handbook (ICH), Section 12, Policy 1202, Paragraph . 1.
states, “Each fund should be maintained on an imprest basis. The fund must be kept at the
assigned amount comprised of cash on-hand or in a bank checking account, plus the

receipt/invoices for which reimbursement has not yet been requested or requested but not yet

received”. In addition, paragraph lil. 6 states, “The fund custodian should perform cash counts
~ and reconciliations on a daily and monthly basis. o o

Audit Objective

. Our audit objective is to provide management and the Board bf Supervisorsf' with an-
independent assessment of internal controls over the revolving fund. ’ '

Audit Methodology
To accomplish our objectives, we:

e Gained an undérstanding of the procedures over the 'revolving fund through interviews
with key personnel of the office. ‘ ' | e

o Verified revolving fund feconci{iafions were’performed./
¢ Reviewed supporting documentation for all 'trahsactioﬁs that were i'epleni;shed. . |
| o Verified adequéte segregation of duties existed.
Finding 4: Excessive Amdunt of Revolving Fund
: C'urrént business needs indicate a smaller revolving fund balance. For the two year audit peridd

under review, July 1, 2010 through June 30, 2012, the office averaged less than three trgns-,
actions totaling under $200 per month. The largest monthly dollar amount was $1,250. Since

Pag'mz!'
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the office obtained a County procurement card (P-card), the usage of the revolving fund for
travel and training costs has been minimized. Maintaining unnecessary money in a non-interest
bearing account outside of the Treasury reduces interest earning potential countywide and
[increases the risk for unauthorized purchases or theft, : SE

Subsequent to our fieldwork. the department completed an analysis of the revolving fund usage
and determined a reduction to $5,000 would be suitable. As such, the department reduced the
- revolving fund to $5,000 and returned the excess cash to the County Treasury. Since the

department made an immediate reduction, no recommendation is required.
‘Management's Response

“‘Concur. None” | V

Finding 5: Adherence to Daily Deposit Requirement

- The office did not deposit revolving fund reimbursement checks on a timely basis or obtain an

exemption from daily deposits as required in SPM Number t-E-1-3.2, Paragraph IV. G. Of the
14 revolving fund deposits examined, deposits were made, on average, 37 days after being
received. By not depositing cash and checks in a timely manner, the amount is susceptible to
loss or theft. : ‘ P

Management's Réé‘ponse

“Partially Concur. The referenced SPM III-E-1-3.2 refers to requiring collected revenue to be

deposited daily into the county’s treasury account. The department strictly adheres to

depositing collected revenue daily in accordance with this SPM. The revolving fund
replenishment checks are county warrants and are outside the scope of the referenced SPM.

As the audit reported, the average number of replenishment checks was three per month

totaling less than $200. Since the amounts are not material to be deposited daily, in compliance

with the audit recommendation, the department had obtained ACO’s approval to be exempt
_ from daily depositing of these checks.” o : ‘

Recommend’ation 5

Ensure revolving fund deposits are made daily or obtain an exémption from daily depositing
from the ACO. \ , s o

Management’s Response

“Concur. ACO has approved on March 13, 2014, our reqdest to exem'pt oUr" department from
_depositing the replenishment checks daily.” ' :
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Internal Audit Report 201 3-007:;Assessor—(:oun‘ty Clerk~Recorder
' Finding 6: Timely Reconciliation of Bank Account

- The revolving fund bank account was not reconciled timely. We judgmentally selected a Sampté
of 12 bank reconciliations for testing. We noted that some bank reconciliations were not date -

~ stamped. As such, we used the end of month date for the month tested plus an additional 30

~days as a reasonable amount of time to complete the bank recongiliation. Of the 12 bank
reconciliations we reviewed, 10 (83.33%) were prepared an average of 81 days after the
reasonable date used. Due to the limited number of account transactions, office management
decided to utilize their resources on more significant work assignments and perform the
revolving fund bank reconciliation at fiscal year- end. Timely performance of cash recongciliation

is a critical internal control to ensure errors or fraudulent activities do not go undetected.

Subsequent to our audit peﬁdd, the dépértment has commenced reconciling the revolving fund
- bank account on a monthly basis. As such, no recommendation is required.

Management's Response

“Concur.”

SRS AP | SRR Page 14
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Property Tax Administration Cost Reimbursement: Assessor DiVision
Background 4

Govemmen; Code Section 29142 allows the Board of Supervisors to ap,prové an administrative
fee for taxes or assessments collected by the county for special districts. When collected this
fee shall belong to the county and shall be deposited to the credit of the general fund to cover

the expense and compensation of such officials of the county in the collection of such taxes and
of the interest or penalties. ‘

The California Property Tax Manager's reference manual also provides two scenarios for
calculating the property tax administrative cost and recoverable amount by department.
Scenario one applies the direct credit adjustment to the department that receives the
Government Code Section 29142 fees and scenario two applies the fees to all departments
involved in the property tax collection process. Scenario one is uniformly used throughout
~California counties and should be used by the County of Riverside. . ~ o

Audit Objective

Our audit objective is to provide management and the Board of Supervisors with an

independent assessment of the distribution methodology for reimbursement of county property
tax administration cost. ; :

Audit Methodology
To accomplish our objectives, we:

* Identified and reviewed policies, applicable laws, codes, fegul»ations, and board
ordinances. :

¢ Conducted interviews and performed walk-throughs with Department personneyl.
* Reviewed property tax administration cost reimbursement calculation for accuracy.

Audit Results

In determining property tax administration cost recovery amounts, ACO Property Tax Division
treated California Government Code section 29162 fees (29162 Fees") as offsetting revenues.
29162 Fees are payments by local jurisdictions for specific additional property tax services.
This error did not affect local jurisdiction distributions or the total amount of property tax
administration cost recovery for the County of Riverside as a whole amongst the six County
departments that make up the Property Tax Administration system. ACO Property Tax Division
agreed with this analysis and will implement the change in recovery allocation for FY 2013/14.
Therefore, no recommendation is required at this time. :
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~ Information Security: Assessor Division
Background

‘The primary computer software systems utilized by the office are Microsoft Office Professional,
and CRIS (Complete Recording and Imaging System) Software. CRIS is utilized to maintain
electronic recording records. In addition, PeopleSoft Financials and the county network are used
and sensitive information is processed on individual employee desktop computers.

Board of Supervisors (BOS) Policy Number A-58, Riverside County Enterprise Information
Systems Security Policy, is the policy of Riverside County to protect Riverside County
~ information in accordance with all applicable laws, governmental regulations and accepted best
practices to minimize information security risk; ensuring the right information is available to the
right people at the right time. The Policy authorizes the County Chief Information Security
Officer (CISO) to develop and maintain the Information Security Program for Riverside County.

The Information Security Office (ISO) established the Program Framework, Information Security
Risk Management Methodology and Information Security Standards to manage the information
Security Program. The Program Framework states the information security program vision,
mission and roles and responsibilites. The Information Security Risk Management
Methodology describes the processes for assessing, accepting and mitigating information
security risk. The Information Security Standards explains the specific controls and processes

required to mitigate information security risks. The ISO develops information security standards
as necessary. : : : o

Audit Objective

Our éudit objective is to provide management and the Board of Supervisors ‘with an
independent assessment of internal controls over information security. '

Audit Methodology
To accomplish our objectives, we:
» Conducted interviews_andobse‘rved operating procedures of office personnel.

e Identiﬁed and reviewéd ‘Iaws, codes, and regulations, BOS’ Ordihaneés, applicable
policies and procedures. : ' ’ ‘ o

- e Obtained and understood policies and prdcedures regarding information security.
J Perfbrmied tests to ensure internal controls were adequate over security of infc}nnation. o

Page 16 !
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~ Audit Res’ults‘ o

Bésed upon the results of ou

r audit, internal controls over information security are adequate and
effective. , ' : o '
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Records Management: Assessor Division
Background |

Board of Supervisors Policy A-43: County Records Management and Archives Policy, Section
D.5 Records Retention Schedules — Standard ~ Retention Period, indicates “retention periods
on Board approved records retention schedules are mandatory, and records shall be disposed
of in accordance with those approved retention periods.” All County Departments must adhere
to the Countywide General - Records  Retention Schedule (GRRS_2012_Rev07,
GRRS_2011_Rev06, and GRS$201 0_Rev05) if they do not have a departmental records
retention schedule approved by the Board of Supervisors. :

- Assessor’s sensitive information consists of property recording, medical and personal data;
therefore, they adhere to the approved GRRS for this and other common countywide records. In

addition, the Assessor has their own Departmental Records Retention Schedules (DRRS)

approved by the Board of Supervisors for documents requiring unique disposition. '

We reviewed copies of destruction of records documentation for the period under audit and

noted records were destroyed in accordance with the GRRS and DRRS and had proper
Department Head verification and approval noted. : :

Audit Objective

Our audit objective is to provide management and the Board of Supervisors with ;anﬁ .
independent assessment of internal controls over records retention management. ‘

Audit Methodology
To aCcomplish our objectiveé, we:
¢ Conducted interviews and observed operating procedures of office personnel.

« ldentified and reviewed laws, codes, and regulations, Board of Supervisors’ ordinances, |
applicable policies and procedures. :

e Obtained and understood policy 'and - procedures 'regarding records retention
management. ‘ s ‘

 Performed testing to ensure internal controls were adequate over records retention.

- Audit Results

Based on our review, internal controls over records retention management are adequate and

effective and the office is adhering to the Countywide General Records Retention Schedule for
their records. :
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~Cash Handling: Assessor Division
Background | | |

The Assessor receives cash and checks for property characteristics, map copies, assessment
“rolis and miscellaneous items. Cash register transaction receipts or receipts from the billing -
receipt database are issued; cash is verified, reconciled and reviewed by appropriate levels of
management and bundled with supporting documentation at the point of collection for each site
- and day. Cash receipts are recorded in PeopleSoft. The Assessor restrictively endorses checks

when received and records them in a check log. The check log is reconciled to the amount de-
posited and recorded in PeopleSoft. ' ; . ‘ e

Cash deposits are secured in office safes, with limited access, until picked up by armored
courier services and delivered to the bank or delivered to the Treasurer by Assessor personnel.

In outlying areas, funds are deposited directly into a County Consolidated Zero Balance Account
(ZBA). The bank debits the ZBA for the amount of the deposit and transmits a credit for the

amount to the Office of the Treasurer-Tax Collector.
~ Audit Objective

Our audit objective is to provide management and the Board of Supervisors with an*
- independent assessment of internal controls over cash handling. : I ,

 Audit Methodology

To accomplish our objectives, we:

* Identified and reviewed ,policies,‘ applicable laws, codes, regulations; and baard
ordinances. N ,

- & Conducted interviews and performed walkthroughs with Assessor personnel.

* Utilized PeopleSoft queries to identify the volume, locations, and ﬁéquency~ of césh
receipt. ' , : :

. Veﬁﬁed appropriaté lévelsof manageﬁeht ‘reVi,ew ahd approVal.
e Selécted samplés of deposits td perform detailed testing.
e Verified safeguarding ofp;ash. | '
Audit Results .

- Based upon the results of our audit, internal controls over cash handling ‘are adequate and
effective. ' - : : '
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Real Estate Fraud P,rose?c'utiori Fund: Recorder Division |
Background | ' |

On October 27, 1998, the Board of Supervisors adopted ‘Resolution Number 98-310; which
authorized imposition of a $2.00 fee for certain real estate documents recorded with the County
of Riverside. These fees are deposited into the established Real Estate Fraud Prosecution
Fund, sub General Fund 11041, for use by the District Attorney for real estate fraud
investigation and prosecution costs net of program administration costs. Board Resolution
Number 2009-025 authorized an increase in the fee to $3.00 effective January 1, 2009. The
$3.00 fee was in effect for the period covered in our audit. The administrative fee is pursuant to
Government Code Section 27388(a), which allows the actual and necessary administrative

costs not to exceed 10% of the fee to be deducted from collections for reimbursement to the
Recorder. ' : :

Audit Objective

Our audit objective is to provide rhanagément and the Board of ‘Su;iervisors with an
independent assessment of internal controls over the Real Estate Fraud Prosecution fund.

‘Audit Methodology |
To accomplish our objectives, we:

* Identified and reviewed policies, ‘applicabi‘e laws, bodes, regulétions, and board
- ordinances. ' : el -

~» Conducted intérViews and'peﬁdrmed walk-through{s‘with office personnel.
‘. Utilized CRIS queﬁés tdidentify transactions.. |
. | Selected program fee and expenditure trén’s‘adio‘ns to perfpnn detailed testiné.
Audit Results L

Based upon the results of our audit, internal controls over' real estate prosecuﬁon fund are ‘
adequate and sffective. i : ; , ~ :




’ Assessor : Mailing Address
LARRY W. WARD ; (951) 955-6200 : P.O. Box 751

- COUNTY OF RIVERSIDE Riverside, CA 925020751
ASSESSOR-COUNTY CLERK-RECORDER Gy CltbeRecorder @@ cocrcom
~ : wmw'.rivggsiggm’( igfg.ckm‘
DATE:  June5,2014
- TO: ~Auditor-Controller's Office :
Audits and Specialized Accounting Division
FROM: Larry Ward, Assessor-County Clerk-Recorder !AI/

SUBJECT: Replyk to Draft Audit Report [201 3-007]

Finding 1: Timely Reporting of Capital Assets

Capital asset acquisitions and retirements from July 1, 2010 through June 30, 2012 were not reported to
the ACO in a timely manner. Our review of five acquisitions disclosed documents for three of the five, -
- B0%, acquired assets were submitted for asset capitalization on average 80 calendar days after the
asset were received. Our review of 10 retirements disclosed one of the ten, 10% retired asset from
inventory was submitted 34 days after the asset was removed from service. Reporting the acquisition or
retirement of capital assets in an untimely manner may result in loss of control over assets and/o

- misstating the value of capital assets for internal and external reporting purposes. ‘

Management position concerning the recommendation: Concur

Comments:

We agree that asset acquisitions and retirements should be reported to the ACO and
recorded in PeopleSoft timely. Although the ACO Standard Practice Manual specifies a
30-day timeframe for reporting and recording asset retirements, it does not specify any
timeframe for asset acquisitions. ~ s

~ 'Actuallesfimated Date of Cbrrective Action: June 3, 2014

Estimated cost to implement recommendation (If material): $ 0.00

Recommendation 1.1

Include 3 30 day requirement to report acquiSitions and retirements to the ACO in the Assessor office's
- written capital assets policies and procedures manual. ’ '

Management position concerning the recommendation: Concur

‘Comments:

We have started implementing a 30-day period within which to report asset acquisitions
and retirements to the ACO and record the activity in PeopleSoft asset module. :

Actuallestirﬁated Date of Corrective Action: June 3, 2014



Estimated cost to implement recommendation (If material): $ 0.00

Recommendation 1.2

Monitor procedures to ensure capital asset acquisitions and retirements are reported to the ACO
promptly after the transaction occurs. S : :

Management position concerning the recohmendation:Concu‘r”

'~ Comments:

We have instructed our supe"rvisors,to monitor that procedures for reporting capital asset
acquisitions and retirements are followed. '

Actuallestimated Date of Corrective Action: January 30, 2014

Estimated cost to implement recommendation (If material): $ 0.00

 Finding 2: Management of Capital Asset Records

‘Capital assets were not properly identified in the Asset Module. Over twenty-three percent (nine out of
38) of capital assets selected for review either contained inaccurate identification or were not included in
the Asset Module. These errors resulted from the office focusing on the existence of capital assets when
performing their annual inventory rather than validating the fixed asset tag or accuracy of records.

Recording capital assets improperly may hinder the process of identifying, controlling, and valuing
County assets. The categories of errors noted included: : i

5 of 38 (13.16%) - assets were not tagged or marked as County property:
3 of 38 (7.89%) < asset tag numbers were incorrecﬂy recorded; and

Management position concerning the recommendation: Partially Concur ‘

Comments:

The five of 38 assets, described above as "not tagged or marked as County property",
had actually been tagged: #077024, #077820, #077821, #077440, and #077794. It was
‘common for the old tags to fall off due to the heat generated by the computer equipment.
On 7/9/13 our department obtained new tags from the ACO and retagged the equipment;
#080999, #081000, #081001, #081004, #081005, respectively. : - :

The three of 38 assets, described above as "asset tag numbers incorrectly recorded",
were assets with the following tag: #079925, #077428, and #077023. Our internal review
found that the equipment were actually correctly recorded in PeopleSoft; however, the
issued tags were affixed to the wrong equipment. On 7/9/13, our department obtained

new tags from the ACO and retagged the equipment with #81002, #81006, and #81008,
respectively. : , ‘ ' PR

Actuallestimated Date of Corrective Action: July 9, 2013
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Estimated cost to implement raéommendation (If materiyayl): $0.00

Recommendation 2.1

Perform a physical inventory of capital assets. Trace each asset to its inventory record, validating asset
description and fixed asset tag numbers documented in the Asset Module to ensure completeness.

Management position concerning the recommendation: Concur

Comments:

We have completed a physical inventory of capital assets as part of the 2014 annual

capital asset certification process. We are currently in the process of reconciling the

results of the physical inventory with the PeopleSoft records. ‘
Actuallestimated Date of Corrective Action: July 10, 2014

Estimated cost to implement recommendation (If material): $ 0.00

Recommendation 2.2

Validate the inventory records by vouching the inventory records recorded in the Asset Module to the

fixed asset to ensure existence; and ensure all assets are properly tagged or marked as County
Property. ' E ‘ B : ‘ ‘

Management position concerning the recommendation: Concur
Comments:

- This is in the process of being completed as part of the annual capital asset certification
process. : o : '

Actuallestimated Déte of Corrective Action: July 10, 2014 ,
Estimated‘ cost to implement recommendaﬁoh (if material): $0.00
 Finding 3: Accountability of Non-Capital Walk-Away Assets
The Assessor was not utilizing the Asset Module, or a system reviewed and, approved by the Auditor-
Controller, to track non-capital “walk-away” assets. In addition, the number of walk-away assets under
the responsibility of the Assessor varied depending on the source record reviewed. Without, one central
record to track walk-away assets, control is lost as to the quantity and specific identification of assets
under the responsibility of the Assessor making them susceptible to undetected loss or theft.
Management position concemihg the recommendation: Concur

Comments:

Since 7/1/2009, with the exception of cell phones records which are tracked separately,

non-capital assets are maintained by our department using the Track-it! software. In

, addition, ACR is using Track-it! for issuing help desk tickets, assigning service orders, and
Page Jof 8 . : ! g :



maintaining IT customer service records; these are functionalities not available .in

PeopleSoft. Our records indicated that on 2/3/2009 our department requested the ACO-

Specialized Accounting office for approval of the Track-it! software. However, we did not -
find any record showing that a written approval was received from the office. We therefore

‘renewed our request for approval on 12/17/2013. To date, 6/3/2014, we have not received

a response to our request.

Actuallesﬁmated Date of Corrective Action: September 30, 2014

Estimated cost to implement recommendation (If material): $ 0.00 ,

Ret:ommendation 3. 1

'Perform a physical mventory of walk-away assets companng the physwal assets to accounting records :
and existing mventory hsts to ensure all walk-away assets are properly identified and recorded - ’

Management positlon concerning the recommendation: Concur

Comments;

The department will conduct a physical inVentory of walk-away assets start,ing,June.'

- Actual/estimated Date of Corrective Action: August 31, 2014

Estimated cost to implement recommendation (If material): $ 0.00

Recommendation 3.2

- Determine the dlsposmon of walk-away assets, and if appropriate, obtain a discharge of liability for
missing assets identified during the physical inventory.

Management position concerning the recommendation: Concur

Comments: None

Actual/estimated Date of Correcti\ie Action: September 30, 2014

~ Estimated cost to implement recdmmendation (If material). $ 0.00

Recommendation 3.3

- Record all non-capitalized walk-away assets in the PeopleSoft Asset Management Module or obtain
- ACO approval of an alternative tracking system.

Management position concerning the recommendation: Concur

Comments:

Page 4 of 6
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~ Actuallestimated Date of Corrective Action: June 16, 2014

Estimated cost to implement recommendation (If material): $ 0.00

Finding 4: Excessive Amount of Revolving Fund

Current business needs indicate a smaller revolving fund balance. For the two year audit period under ;
review, July 1, 2010 through June 30, 2012, the office averaged less than three transactions totaling

2 - under $200 per month. The largest monthly dollar amount was $1,250. Since the office obtained a

County procurement card (P-card), the usage of the revolving fund for travel and training costs has been
minimized. Maintaining unnecessary money in a non-interest bearing account outside of the Treasury -
reduces interest earning potential countywide and increases the risk for unauthorized purchases or theft.

ﬁ Subsequent to our fieldwork, the départment completed an analysis of the revolving fund usége‘ and

determined a reduction to $5,000 would be suitable. As such, the department reduced the revolving fund

to $5,000 and returned the excess cash to the County Treasury. Since the department made an
immediate reduction, no recommendation is required. : o L

Management position concerning tl/l,e recommendation: Cbncur '
Comments: None
Actuallestimated Date of Corrective Action: August 5, 2013

Estimated cost to implement recommendation (If material): $ 0.00

Finding 5: Adherence to Daily Deposit Requirement.

The office did not deposit revolving fund reimbursement checks on-a timely basis or obtain an exemption

from daily deposits as required in SPM Number 11-E-1-3.2, Paragraph 1V. G. Of the 14 revolving fund de- |

posits examined, deposits were made, on average, 37 days after being received. By not depositing cash
and checks in a timely manner, the amount is susceptible to loss or theft. - i S

Management position concerning the recommendation: Partially Concur

Comments:

- The referenced SPM |1I-E-1-3.2 refers to requiring collected revenue to be deposited daily
into the county's treasury account. The department strictly adheres to depositing collected

_revenue daily in accordance with this SPM. The revolving fund replenishment checks are
county warrants and are outside the scope of the referenced SPM. As the audit reported,
the average number of replenishment checks was three per month totaling less than
$200. Since the amounts are not material to be deposited daily; in compliance with the
audit recommendation, the department had obtained ACQO’s approval to be exempt from :
~daily depositing of these checks. , : :

_Actuallestimated Date of Corrective Action: March 13,2014 ,
Estimated cost to implement recommendation (If material): $0.00

Recommendation 5
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Ensure revolving fund deposits are made daily or obtain an exemption from daily depositing from the
ACO. ' ‘ . : i

Management ‘position‘concerning the recofnmehdatibn: Concur'
Comments:

.ACO has approved on Mardh 13, 2014, our ‘r‘equest to exempt our department from
depositing the replenishment checks daily. ' :

Date of Corrective Action: March 13, 2014

Esiimated cost to impl,em,ent recommendation (If material): $ 000

Finding 6: Timely Recoh_ciliation of Bank Ac¢6unt

- The revolving fund bank account was not reconciled timely. We judgmentally selected a sample of 12
bank reconciliations for testing. We noted that some bank reconciliations were not date stamped. As
such, we used the end of month date for the month tested plus an additional 30 days as a reasonable
amount of time to complete the bank reconciliation. Of the 12 bank reconciliations we reviewed, 10
(83.33%) were prepared an average of 81 days after the reasonable date used. Due to the limited -
number of account transactions, office management decided to utilize their resources on more significant
work assignments and perform the revolving fund bank reconciliation at fiscal year- end. Timely

performance of cash reconciliation is a critical internal control to ensure errors or fraudulent activities do -
not go undetected. R , , ~ ~

Subsequent to our audit period, the departrhent has commenced reconciling the revolving fund bank
- account on a monthly basis. As such, no recommendation is required.

Management position concerning the recommendation: Concur
Comments; None , ‘ |
Actuallesﬂmated Date of Corrective Action: June 20, 2013

Estimated cost ‘t,o implement recommendation (lf material): $0.00
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Rwerssde Countv Board of Superwsors
Request to Speak

* Submit request to Clerk of Board (right of podium),
- Speakers are entitled to three (3) minutes, subject
" to Board Rules listed on the reverse snde of this form.

SPEAKER’'S HA!'E_E:

Address: e - ‘
(only if follow-up mail response requested)

ty: \\/-QCS‘C/}Q Zip:

- Phone #:

"nate:

- Pns‘ition on “Regu!ar" -(non-appeailed) Agenda Item:

Support ' Oppdse _ Neutral

Note: If you are here for an agenda item that is filed
for “Appeal”, please state separately your position on

~ the appeal below:

e _Support . ’ _ Neutral |

I give my 3 minutes to:




Youmayrequest to be heard " a pubhshed agenda ttem Requests o be
heard must be submitted to the Clerk of the Board before the scheduled
meeting time.

Notwithstanding any’ other provisions of these rules, member of the public shall
have -the right to -address the Board during the & mid-morning "Oral
Communications” segment of the published agenda.  Said purpose for address
must pertain to issues which are under the. direct jurisdiction of the Board of
Supervisors. YOUR TIME WILL BE LIMITED TO THREE (3) MINUTES. :

Speakers who mtend to conduct a formallzed Power Pomt presentahon or provide
printed material must notify the Clerk of the Board's Office by 12 noon on the
Monday preceding the Tuesday Board meeting, insuring that the Clerk’s Office has
sufficient copies of all printed materials and at least one (1) copy of the Power
Point CD. Copies of printed material given to the Clerk (by Monday noon deadline)
will be provided to each Supervisor. If you have the need to use the overhead
“Elmo” projector at the Board meeting, please insure your material is clear and
with proper contrast, notifying the Clerk well ahead of the meeting, of your intent
to use the Efmo.

Indiviﬁual spmkers afe Hm:ted to a maximum of three (3) minutes.

Please step up to the podium when the Chairman calls your name and begin
speaking immediately. . Pull the ‘mierophone to your mouth so that the Board,

audience, and audio recording system hear you clearly.  Once you start speaking,
the “green” podium hght will light. The “yellow” light will come on when you have
one (1) minute remaining. When you have 30 seconds remaining, the “yellow”

light will begin flash, indicating you must quickly wrap up your comments. Your
time is up- when the “red” light flashes. The Chairman adheres to a strict three
(3) minutes per speaker. Note: If you intend to give your time to a
- “Group/Organized Presentation”, please state so clearly at the very
bomaofthereversesadeofthrsfom

Group/orgamzed presentauons with more than one (1) speaker will be limited to
nine (9) minutes at the Chairman’s discrétion. The organizer of the présentation
will autornatically receive the first three:(3) minutes, with the remaining six (6)
minutes relinquished by other speakers, as requested by them on a completed
“Request to Speak” form, and clearly indicated at the front bottorn of the form.

Addressi . ; led 1en! :

The Chairman will determme what order the speakers wm address the Board and
will call on all speakers-in pairs. The first speaker should immediately step to the
podium and begin addressing the Board. The second $peaker should take up a
position In- one of the chamber aisles in order to- quickly step up to the podium
after the preceding speaker. ~This is to afford an efficient and timely Board
meeting, giving all attendees the opportunity to make their case. Speakers are
prohibited from making personal attacks, and/or using coarse, crude; profane or
vulgar fanguage while speaking to the Board members, staff, the general public
andfor meeting participants. Such behavior, at the discretion of the Board
Chairman may resuit in removal from the Board Chambers by Sheriff Deputies.




