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

ITEM:2.10
(rD # 23312)

MEETING DATE:
Tuesday, October 31, 2023

FROM: AUDITORCONTROLLER:

SUBJECT: AUDITOR-CONTROLLER: lnternal Audit Report 2024-303: Riverside County
Economic Development Agency, County Service Areas, Follow-up Audit, All Districts, [$0]

RECOMMENDED MOTION: That the Board of Supervisors:

1. Receive and file lnternal Audit Repoft2024-303: Riverside County Economic
Development Agency, County Service Areas, Follow-up Audit

ACTION:Consent

MINUTES OF THE BOARD OF SUPERVISORS

On motion of Supervisor Gutierrez, seconded by Supervisor Spiegel and duly carried,
lT WAS ORDERED that the above matter is received and filed as recommended.

Ayes:
Nays:

Absent:
Date:

xc:

Jeffries, Spiegel, Washington and Gutierrez
None
Perez
October 31,2023
Auditor Controller
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Deputy
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FINANCIAL DATA Current Fiscal Year: Next Fiscal Year: Total Cost: Ongoing Cost

COST $ 0.0 $ 0.0 $ 0.0 $ 0.0

NET COUNTY COST $ 0.0 $ 0.0 $ 0.0 $ 0.0

SOURCE OF FUNDS: N/A
Budget Adjustment: No

For Fiscal Year: nla

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

C.E.O. RECOMMENDATION :

BACKGROUND:
Summarv
We completed a follow-up audit of the Riverside County Economic Development Agency,
County Service Areas. Our audit was limited to reviewing actions taken as of June 21, 2023, lo
correct findings noted in our original audit report 2018-021 dated June 19,2019. The original

audit report contained 4 recommendations, all of which required implementation to help correct

the reported findings.

Based on the results of our audit, we found that of the four recommendations
. Three of the recommendations were implemented.
. One of the recommendations was not implemented.

For an in-depth understanding of the original audit, please refer to lnternal Audit Report
2018-021 included as an attachment to this follow-up audit report or it can also be found
at
https://auditorcontroller.orq/divisions/internal-aud iUreports

SUPPLEMENTAL:
Additional Fiscal !nformation
Not applicable

ATTACHMENTS:

A: Riverside County Auditor-Controller - lnternalAudit Repoft2024-303: Riverside County
Economic Development Agency, County Service Areas, Follow-up Audit.

Page 2 of 2 to#23312 2.10

lmoact on Citizens and Businesses
Provide an assessment of internal controls over the audited areas.
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OF R COUNTY OF RIVERSIDE
OFFICE OFTIIE

AUDII'OR-CONTROLLER

County Adnrinistrative Center
4080 Lcnron Street, I lth Floor

I'}.O. Box 1326
Ilivcrside, CA 92502-1326

(95 r ) 9s5-3800
Fax(951)955-3802

re)HU^HJPA
COUNTY OF RIVERSIDE

Ben J. Benoit
County Aud itor-Controller

Tnnya S. HRrris, DPA, CPA
Assislrnt Auditor-Controller

October 3L,2023

Suzanne Holland
Director
Riverside County Office of Economic Developmetlt, County Service Areas
3403 Tenth Sh'eet, Suite 400
Riverside, CA 92501

Subject: Internal Audit Report 2024-3032 Riverside County Economic Development
Agency, County Service Areas, Follow-up Audit

Dear Ms. Holland:

We completed the follow-up audit of Riverside County Economic Development
Agency, County Service Areas. Our audit was limited to reviewing actions taken as of
June 21, 2023, to help correct the findings noted in our original audit report 201,8-021,

dated Jur-re 19, 2019.

We conducted our audit in accordance with the International Standards for the
Professional Practice of Internal Auditing. These standards require that we plan and
perform the audit to obtain reasonable assurance that our objective, as described in the
preceding paragraph, is achieved. Additionally, the standards require that we conduct
the audit to provide sufficient, reliable, and relevant evidence to achieve the audit
objectives. We believe the audit provides a reasonable basis for our conclusion.

The original audit report contained four recornmendations, all of which required
implementation to help correct the reported findings. Based on the results of our audit,
we found tl'rat of the four recommendations:

o Tluee of the recornmendations were irnplemented.
o One of the recoru'nelldations was not implen'rented,
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Internal Audit Report 2024-303: Riverside County Economic Development Agency,
County Service Areas, Follow-up Audit

Surnmary of the conditions from the original audit and the results of our review on the
stafus of the irnplementation of the recouunendations are provided in this report. For an
in-depth understanding of the original audit, please refer to Internal Audit Report 20'1,8-

02L included as "Attachment A" of this audit report along with your department status
letter as "Attachrnent 8." You can also find the original audit report at
https: / / auditorcontroller.org/ rlivisions/ internal-au d i t/ reports.

We thank you and your staff for the help and cooperation. The assistance provided
contributed significantly to the successful completioir of this audit.

4---- )
Ben J. Benoit
Riverside County Auditor-Controller

By: Ren6 Casillas, CPA, CRMA
Deputy Auditor-Conh'oller

cc: Board of Supervisors

Jeff A. Van Wagenen Jr., County Executive Officer
Dave Rogels, Chief Adminish'ative Officer
Grand Jury
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Internal Audit Report 2024-3032 Riverside County Economic Development Agency,
County Service Areas, Follow-up Audit
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Internal Audit Report 2024-3032 Riverside County Economic Development Agency,
County Service Aleas, Follow-up Audit

Administrative Service Rate

Finding 1: Adrninistrative Service Rate Methodology

"Administrative senrice rates are charged to County Service Areas based on a
percentage of current revenue instead of acfual expenditures. The percentages,
identified in Board of Supervisors Policy A-48, Fornmtiotr, Alterntion ond Operntion of
Cowtty Seruice Arens, are based on the complexity of the service provided and are
rnultiplied by the cutrent revenues of the County Service Areas to deterrnine the annual
arnount charged by the Administration. However, this policy does not contain support
for the rnethodology used to determine these percentages and Administration could not
provide support for the basis of these percentages.

Board of Supervisor's Policy B-4, Rntes Chnrged for Cr.n'rent Seruices, states, 'Charges
should recover acfual costs of providing the services.' County Ordinance 573,
Estnblisltiltg Clmrges for Extended Seruices proaided in Cor.urty Seruice Arens, Government
Code 54985, and Proposition 218 also state sirnilar language. Riverside County
Economic Development Agency, Community Services Division believed this was an
allowable basis for billing its cost since the Board of Supervisors approved the
aforenrentioned percentages tlu'ough Board Policy A-48, Forruntion, Alterntion nnd
Operntion of Cowtty Seruice Arens. Charging costs to County Service Areas based on a

percentage of current revenue of the County Service Area may result in the
overpayment or underpayment of services."

Recornmendation 1

"Create a rnethodology and calculate an adrninistrative service rate to charge to County
Service Areas in accordance with Board of Supervisors Policy B-4, Rnte Clnrged for
Current Seraices, County Ordinance 573, Estnblishhrg Chnrges for Extended Sertices
proaidedin Cowtty Seruice Arens, Government Code 54985, and Proposition 218"

Current Status L: Implemented

IPage 4
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Internal Audit Report 2024-303: Riverside County Economic Development Agency,
County Service Areas, Follow-trp Audit

Finding 2: Street Sweeping Contract

"Administration receives an annual invoice from Transportation for sh'eet sweeping
services. However, the invoice does not include supporting documentation that
supports street sweeping services were acfually performed. In addition, Trar-rsportation
charges Administration a 15% adminishative fee that is not supported by a rate
methodology. This adminish'ative fee is in addition to the fee charged by
Adrninistration to the County Service Areas. Board of Supervisor's Policy B-4, Rstes
Clmrged for Current Sertices, states, 'Charges should recover acfual costs of providing the
services.' Additionally, as adrninshators to the County Service areas, a responsibility
exists to ensure services are provided and that all fees cllarged are reasonable. A
memorandum of understandirrg does not currently exist between Adminish'ation and
Transportation defining the responsibilities for each department. Without a clear
definition of responsibilities between Transportation and the County Service Areas, the
risk of services not being performed at a dependable level and the potential for
overbilling is high."

Reco on 2.1,

"Develop a Inemorandum of understanding that defines the responsibilities for each
department."

Current Status 2.1: Implemented

Recommendation 2.2

"Request for Transportation to develop a fee that is supported by a rate methodology
that reflects the recovery for the cost of providing tl'reir service."

Current Status 2.2: Implemented

Finding 3: Policies and Procedures

"Policies and procedures provided for County Sen,ice Area operations lacked
iufounation such as effective date, approval, and revision dates. Administration
currently does not have tl'reir policies and procedures standardized. SPM 1001, lnternnl

Page 5 I
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Internal Audit Report 2024-3032 Riverside County Econornic Development Agency,
County Service Areas, Follow-up Audit

Controls (Formerly referred as SPM 104), states, 'Well-documented policies and
procedures should be established and maintained to promote ernployee understanding
of job duties, provide day-to-day guidance to staff, and help ensure continuity cluring
employee abseuces or hrrnover.' In addition, good internal controls require the entities'
policies and procedures to be reviewed, approved, and periodically updated by
management. Not doing so may result in policies and procedures being inconsistently
applied by staff. In addition, revising and standardizing policies and procedures
improrres accuracy and ensures that current business practices and organizational
changes are documented."

Recommendation 3

"Revise department policies and procedures to ensure they are periodically reviewed,
approved by management, and communicated to staff."

Current Status 3: Implemented at Completion of Original Audit

Finding 4: Late Fee Charges

"County Service Areas received and processed approxirnately 1.,500 street light invoices
during our audit period. We selected a random sarnple of nine, of which (67%\ of the
lighting invoices reviewed contained late fee charges totaling $688. Sh'eet light
payrnents were not processed within the required time period. There is fiduciary
responsibility to ensure taxes received are used for services render.ed."

Recommendation 4

"Impleurent a process to ensure timely processing of sh'eet light inrroices."

Current Status 4: Not Implemented

Out of the nine street ligl-rt invoices selected for review, tlt'ee (33%) sh'eet light invoices
containcd late charge fees totaling $319. The street light invoices were selected from the
tluee CSAs (County Service Area) that contained the most invoice amounts. The tl'rree
CSAs had a combined total of $1.98 milliorr and 840 invoices in sh'eet light payrnents
during our audit period. Street Iight payments should be processed within the required
time period to avoid incurring late charge fees.

IPage 6
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Internal Audit Report 2024-3032 Riverside County Economic Development Agency,
County Service Areas, Follow-up Audit

Management's Response

"The sample pulled includes tluee Southern California Edison accounts for the Desert
Cetrter area. These invoices became behind during a staffing transition in June 2022 in
which new staff had to receive access to the online Edison portal to download invoices
for payrnent. Once invoices were obtained, payment was processed immediately.
Currently iuvoices are downloaded and emailed to a cenh'al invoice email address
where multiple accounting staff have access and approval processing can begin
imrnediately. To further improve the vouchering process, we are looking into a method
of uploadir-rg utility invoices into Peoplesoft 9.2via Excel worksheet. This is currently in
a testing stage with lT staff and is expected to significantly sl'rorten the time needed for
tnanual data enh'y and thus allow an even quicker voucher processing time to help
elirninate all late fees."

IPage 7



Attachment A

Internal Audit Report 2018-021

Riverside County
Economic Development Agency,
Com munity Services Division,

County Service Area Administration Audit

Report Date: June 19,20lg

co u 1{TY O

AUDITOR
CONTROLLER
F RIVERSIDE

Office of Paul Angulo, CPA, MA
Riverside Cou nty Aud itor-Con trolter

4080 Lemon Street, I lth Floor
Riverside, CA 92509

(esl) 9ss_3800
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COUNTY OF RIVERSIDE
OFFICE OF THE

AUDITOR-CONTROLLER

County Administrative Center
4080 Lemon Street, 11th Floor

P.O. Box 1326
Riverside, C A 92502-1 326

(951) ess-3800
Fax (951) 955-3802

AUDITOR
COTIIROLLER
F RIVERSIDE

Paul Angulo, CPA, MA
Riverside County AuditorController

Oscar Valdez
Asslstant Auditor-Control ler

re)t
COUNTY O

June 19, 2019

Robert Field
Assistant Chief Executive Officer
Riverside County Economic Development Agency
3403 Tenth Street, Suite 300
Riverside, CA 92501

Subject: lnternal Audit Report 2018421: Riverside County Economic Development
Agency, Community Services Division, County Servicl Area AdministrationAudit

Dear Mr. Field:

Our objective is to provide management and the Board of Supervisors with an independent
assessment about the adequacy and effectiveness of internal controls over administrative service
rates, delivery of services, and rate assessments.

We conducted our audit in accordance with the lnternational Standards for the professional
Practice of lnternalAuditing. These standards require that 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.

lnternal controls are processes designed to provide management reasonable assurance of
ach.ieving etficiency of operations, compliance with laws and regulations, and reliability of financial
and non-financial information. Management is responsible ior establishing and maintaining
adequate internal controls. Our responsibility is to evaluate the intemal controis.

Based upon the results of our audit, we:

1) Determined internal controls over the rate assessments for properties located within the
County Service Areas are operating effectively.

2) ldentified opportunities for improvement of internal controls relating to the development of
administrative service rates.
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fnternal Audit Repoft2018421: Riverside County Economic Development Agency, Community
Services Division, County Service Area Administration Audit

3) Determined internal controls over the delivery of services are not operating effectively to
provide reasonable assurance that its objectives relating to these areas witt be achieved.
Specifically, County Service Area Administration is not monitoring their memorandum of
understanding with the Transportation Land Management Agency to provide street
sweeping services.

As requested, in accordance with paragraph lll.C of the Board of Supervisors Resolution g3-33g,
management responded to each reported condition and recommendation contained in our report.
Management's responses are included in the report.

PaulAngulo, CPA, MA
Riverside County Auditor-Controller

By: Rend Casillas, CPA, CRMA
Chief lnternatAuditor

cc Board of Supervisors
George Johnson, County Executive Otficer
Grand Jury

IPage 2
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lnternal Audit Report 2018421: Riverside County Economic Development Agency, Community
Services Division, Gounty Service Area Administration Audit

Executive Summary

Overview

Riverside County Economic Development Agency, Community Services Division, County Service
Area Administration (Administration) oversees the operation of 58 County Services Areas. This
includes 22 counly owned parks, two water treatment facilities, and over eignt mittion square feet
of landscaping.

Audit Objective

Our objective is to provide management and the Board of Supervisors with an independent
assessment about the adequacy and effectiveness of internal controls over administrative service
rates, delivery of servic€s, and rate assessments.

Audit Scope and Methodology

We conducted the audit from May7,2018, through September 2'1,2018, for operations from July1, 2016, through July 31 , 2018. Following a risk based approach, our scope included
administrative service rates, delivery of seryices, and rate assessments.

Audit Highlights

Existing Conditions

The current processes have not mitigated the following areas:

' Administrative service fees charged to the County Service Areas are not based on actual
expenditures or have a supportable rate development methodology. This may result in
the County Service Areas being overcharged for services.

' County Service Area Administration does not receive documentation to support street
sweeping invoices, which may result in the coung being overbilled.

Department policies and procedures have not been standardized, nor reviewed and
approved by management. This may result in policies and procedures being
inconsistently applied by staff.

a

The department is not processing street light invoices timely and is incurring late fee
charges.

I

a

Page 4
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lnternal Audit Repo,1 201842'l: Riverside County Economic Devetopment Agency, Community
Services Division, County Service Area Administration Audit

I mprove ment O ppo ttu n ities

The improvement opportunities are in the following areas:

' Create a methodology that supports the administrative service rate charges to County
Service Areas in accordance with Board of Supervisors Policy B-4, Ratel Charged for
Current Services, County Ordinance 573, Estab lishing Charges for Extended Services
provided in County Seruice Areas, Government Code 54985, ind proposition 21g.

' Ensure supporting documentation is submitted and reviewed to support street sweeping
services.

. Update department policies and procedures to ensure they are standardized,
periodically reviewed and approved by management, and communicated to staff.

. lmplement a process to ensure timely processing of street light invoices.

Audit Conclusion

Based upon the results of our audit, we:

1) Determined internal controls over the rate assessments for properties located within the
County Service Areas are operating effeciively.

2) ldentified opportunities for improvement of internal controls relating to the development of
administrative service rates.

3) Determined internal controls over the delivery of services are not operating effectively to
provide reasonable assurance that its objectives relating to these aieas wiii Ue achieved.
Specifically, County Service Area Administration is nothonitoring their memorandum of
understanding with the Transportation Land Management Ag6ncy to provide street
sweeping services.

Page 5 I
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lnternalAudit Reporl2018'021: Riverside County Economic Development Agency, Community
Services Division, County Service Area Adminisiration Audit

Administrative Service Rate

Background

The Administration charges rates to County Service Areas to cover their costs for services. These
rates are identified in Board of Supervisors Policy A48, Formation, Alteration and Operation of
County Service Areas, and are based on.the complexity of the service provided. Tfris'poficy wai
last updated in 2006. The following are the rates:

o Street lights - 60lo

o Street Sweeping - 8.5%

' Community Service Area 152 (National Pollutant Discharge Elimination Systern) - g.So/o

. Road, Fire or Combined Services (without employees) _ lOyo

. Combined services (with employees) - 15olo

The County Service Areas are charged these percentages based on their current revenue.

Board of Supervisor's Policy B-4, Rafes Charged for Current Seryices, states, .Charges 
should

recover actual costs of providing services." County Ordinance 573, Establishing iharges fotr
Extended Servtbesprovided in County Service Areai, states, The chaiges established hereunder
shall be levied to pay in whole or in part the cost of providing suc[ extendeJ governmental
services' Additionally, Government Code 54985 requires tnat any government fee to be, ,,in the
amount reasonably necessary to recover the cost of providing any product or services.,, Finally,
Proposition 218 states, "The amount of a fee or charge upon any parcel or person as an incident
of property ownership shall not exceed the proportionai cost of tne service attributable to theparcel.'

Objective

To verify the methodology used to establish the administrative service rate for each County
Service Area reflects the recovery of the actual cost of providing the servicer 

"nO 
is complianl

with Board of Supervisors Policy B-4, Rate Charged for Cunent SLrvrbes, County Ordinance 573,
lstlott_sn!19_ Charges for Extended Seryrces provided in County Servrce ereai, Government
Code 54985, and Proposition 2'18.

Audit Methodology

To accomplish these objectives, we:

r obtained an understanding of board policies, county ordinances, and government codes

IPage 6
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lnternalAudit Reporl2018421: Riverside County Economic Development Agency, Community
Services Division, County Service Area Administration Audit

Page 7

o conducted interviews with Administration management and staff

o Met with County Counsel to clarify how administrative service rates should be determined
based on Board Policy A-48, Formation, Alteration and Operation of County Servrce Areas

r Obtained an understanding of the basis of the administrative service rate

. Requested and reviewed support from the department regarding their administration rate
fee methodology

Finding 'l: Administrative Seryice Rate Methodology

Administrative service rates are charged to County Service Areas based on a percentage of
current revenue instead of actual expenditures. The percentages, identified in goaiO ot
Supervisors Policy A48, Formation, Alteration and Operation of Couhty Seryrbe Areas, are based
9n the complexity of the service provided and are multiplied by the current reyenues of the County
Service Areas to determine the annual amount charged by the Administration. However, thii
policy does not contain support for the methodology used to determine these percentages and
Administration could not provide support for the basis of these percentages.

Board of Supervisor's Policy 84, Rates Charged for Current Services, states, 'Charges should
recover actual costs of providing the services." County Ordinance 573, EstaD/is hing Charges for
Extended Services provided in County Service Areas, Government Code 54985, an? prop-osition
218 also state similar language. Riverside County Economic Development Agency, Community
Services Division believed this was an allowable basis for billing iis cost s'ince the Board of
Supervisors approved the aforementioned percentages through Board policy A4g, Formation,
Alteration and Operation of County Service Areas. Charging coits to County Service Areas based
on a percentage of current revenue of the County Service Area may result in the overpayment or
underpayment of services.

Recommendation 1

Create a methodology and calculate an administrative service rate to charge to County Service
Areas in accordance with Board of Supervisors Policy B-4, Rate ChargedTor Current 

-Services,

County Ordinance 57_3, Establishing Charges for Extended Servrces piovided in County Seruice
Areas, Government Code 54985, and Proposition 218.

Ma nagement's Response :

'Partial Concur. CSA Administration's Board approved administrative service rates are listed in
Board Policy A-48 and are charged against the special assessments that have been determined
based on the cost to provide each service within a CSA. CSA Administration agrees that a study
should be completed to support the administrative rates charged to each csA.;

Actual/estimated Date of Corrective Action: June 1 ,2020

I
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lnternal Audit Report 2018-021: Riverside County Economic Development Agency, Community
Services Division, County Service Area Administration Audit

Delivery of Services

Background

Basic services such as_water, sewer, police, and fire protection are provided by the county for
unincorporated areas. Counties often consist of large and diverse geographicll areas, wnicn
provide a consistent and adequate service levelacross allareas. ResidLntl oi urban communities
may want more services than those residing in rural areas, The County Service Area Law was
created in the 1950's to provide a means of providing expanded serviie levels in areas where
residents are willing to pay for the extra service.

The Riverside County Economic Development Agency (Economic Development Agency)
assumed control of the County Service Areas in July oi ZOOZ. Each County 

'service 
Area is

authorized to provide services based on the needs of each community. The County Service Areas
collect special taxes and assessments to provide services to specifii areas of the county.

The following services are provided by the county service Areas:

r Landscaping: Maintaining and replacing landscape is done on a daily basis

r Parks and recreation: Recreation services are available at 12 of County Service Area
parks, which host year-round events

' Road Maintenance: Maintaining and repairing potholes, road signs, and street markings

r sheriff: Provides enhanced sheriff protection for the community

e Streetlights: Repairs electrical wiring and light fixtures, replacement of bumed-out lamps,
and repair and replacement of damaged equipment

o Street sweeping: Street sweeping to keep roads clear of debris, which can contain oil
solvents, lawn chemicals, and leaves

' water and sewage: water meter reading, water treatment, and distribution facilities are
provided

These services are administered by county service Area Administration staff with exception of
street sweeping and road maintenance. Those services are administered by Riverside county
Transportation Land Management Agency (Transportation), which have specLtized staff in these
areas.

County Service Area 152 provides countywide street sweeping services in selected residential
areas of the County of Riverside where property owners have voted to assess themselves for the
service. These services are contracted with a vendor. Assessments are collected by

IPage 8
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lnternal Audit Report 2018421: Riverside County Economic Development Agency, Community
Services Division, County Service Area Administration Audit

Administration to pay for the contract and Transportation is responsible for administering the
street sweeping services. Although Transportation administers the contract, Administration is
ultimately responsible to ensure the street sweeping services are actually performed.

Objective

To evaluate internal controls over the delivery of services to ensure services provided to the
County Service Areas are performed and monitored.

Audit Methodology

To accomplish these objectives, we:

. Obtained an understanding of applicable board policies and department policies and
procedures

lnterviewed management to obtain an overview of services contracted and administered
by the County Service Areas

a

o Reviewed contracts for all services provided by the County Service Areas

o Selected a sample of services provided to the County Service Areas to perform detailed
testing that included landscape maintenance, parks and recreation, enhanced sheriffs
protection, street lighting, and street sweeping

Finding 2: Street Sweeping Contract

Administration receives an annual invoice from Transportation for street sweeping services.
However, the invoice does not include supporting documentation that supports stieet sweeping
services were actually performed. ln addition, Transportation charges'Administration a 15olo
administrative fee that is not supported by a rate methodology. This administrative fee is in
addition to the fee charged by Administration to the County Service Areas. Board of Supervisor,s
Policy B-4, Rates Charged for Cunent Servrbes, states, "Charges should recover actual costs of
providing the services." Additionally, as administrators to the County Service Areas, a
responsibility exists to ensure services are provided and that allfees chargLd are reasonable. A
memorandum of understanding does not currently exist between Administration and
Transportation defining the responsibilities for each department. Without a clear definition of
responsibilities between Transportation and the County Service Areas, the risk of services not
being performed at a dependable level and the potentialfor overbilling is high.

Recommendation 2.1

Develop a memorandum of understanding that defines the responsibilities for each department.

Page 9 I
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lnternal Audit Repofi2018-021: Riverside County Economic Development Agency, Community
Services Divlsion, County Service Area Administration Audit

Recommendation 2.2

Request for Transportation to develop a fee that is supported by a rate methodology that reflecls
the recovery for the cost of providing their service.

Management's Response:

"Partial Concur. A memorandum of understanding currently exists and includes defined
responsibilities for each department. CSA Administration will suggest Transportation develop an
administrative fee that is supported by a rate methodology that iJin compliance with Board pbfic,
B-4.',

Actual/estimated Date of Corrective Action: August ig, 2006

Auditor's Response

During our audit and prior to the issuance of our final draft report, we requested a memorandum
of understanding and were informed that none existed. Our objective for rbquestint tn" document
was to identify the root cause and help CSA Administration by recommending internal controls
that would help mitigate the cause of the finding. Now that a memorandum of understanding has
been located and is in place between CSA Administration and Transportation, the root cause of
the finding is a lack of monitoring over the services provided to the county service areas and non-
compliance with Board Policy B-4, Rafes Charged for Current Seryrces. We generally addressed
the condition in our finding, the points below are more specifically stated to aldress the issues.

1. The street sweeping contractor is not in compliance w1h the contract with Transportation.
Required documentation to support the services and charges from the contractor are not
submitted.

2. Transportation is not monitoring the street sweeping contractor. When we requested
contracl required documentation from Transportation to support the services provided and
invoiced by the contractor, they had to request it from the contractor since they could notprovide the documentation themselves. This indicates how Transportation is not closef
monitoring the contract. Transportation then invoices CSA Administration without the
support needed to document the amounts billed to the county service areas.

3. An analysis provided by Transportation showed the 15% administrative fee does not
recover the cost of providing services. Transportation calculates that an additional
$299'710 would be required from County Service Areas for the last seven fiscal years in
order to have recovered the actual cost for providing its services. This is an indication the
County of Riverside is subsidizing part of the streeGweeping services cost to the county
service areas. ln addition, this shows that at least forlne last seven years, the
administrative rate from Transportation has not been updated to reflect the cost ofproviding services as required by Board Policy B-4, Rates bhargeO for Current Serylces.
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4. Finally, this creates further concerns regarding the services residents within the county
service areas are paying, and whether they are getting the maximum benefit for the ,oney
they pay through their property assessments. Even though Transportation has the
responsibility to monitor the contracting services, CSA Administration has a fiduciary
responsibility to ensure the services paid for the county service areas, are delivered.

To ensure services provided to the county service areas are adequately delivered in accordance
to the agreements between all parties involved, we recommenO foiCSn Administration to develop
and implement strong monitoring internal controls over these services.

Finding 3: Policies and Procedures

Policies and procedures provided for County Service Area operations lacked information such as
effective date, approval, and revision dates. Administration currently does not have their policies
and procedures standardized. SPM 1001, lntemat Controls (Formerly referred as SpM 104),
states, "Well-documented policies and procedures should be established and maintained to
promole employee understanding of job duties, provide day{o-day guidance to staff, and help
ensure continuity during employee absences or turnover. ln addition, good internal controls
require the entities' policies and procedures to be reviewed, approved, and periodically updated
by managemenl. Not doing so may result in policies and procedures being inconsistenly applied
by staff. ln addition, revising and standardizing policies and procedures improves accuracy and
ensures that current business practices and organizational changes are documented.

Recommendation 3

Revise department policies and procedures to ensure they are periodically reviewed, approved
by management, and communicated to staff.

Management's Response:

"Concur' CSA Administration has revised its Policies and Procedures Manual to include annual
review and management approval notifications."

Actual/estimated Date of Corrective Action: February 1, ZO1g

Auditor's Response

We verified that CSA Administration revised their policies and procedures to include management
approval. As this recommendation has been implemented, we will not perform any follow-up
procedures in future audits.
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Finding 4: Late Fee Charges

county service Areas received and processed approximately 1,500 street light invoices during
our audit period. We selected a random sample of nine, of which six (67%) of ine lighting invoicel
reviewed contained late fee charges totaling $688. Street light paymenis were not processed
within the required time period. There is a fiduciary responsibility t6 ensure taxes received are
used for services rendered.

Recommendation 4

lmplement a process to ensure timely processing of street light invoices.

Management's Response:

"Do Not Concur- CSA addressed the SCE utility bill processing deficiency with the
implementation of the EnergyCAP system in March of 2018. This took thJmanual process of bill
review and recordation, to bill audit, and payment from a manual process to a paperless hands
free process. Thus significantly improving the vendor payments term.

Of the sampled Customer Accounts selected by lnternal Audits, where late fees appeared, all but
5 were processed prior to the EnergycAP remediation. of those 5, all had been interfaced within
2 days of receipt."

Actual/estimated Date of Corrective Action: March i, 2Olg

Auditor's Response

Our audit period covered July '1, 2016, through July 31 ,2018. We selected a random sample of
nine invoices of the estimated 1,500 invoices processed during this time period. Six of the nine
invoices had late fees totaling $6S8. This is significant since a small non-judgmental random
sample yielded a high error rate ol 670/o and the late fees, past and future, are pa-id trom property
tax assessments paid by the residents of the county service areas. Our follow up audit witi inituO6
a testing of invoices in the new system to ensure the new system has mitigated ihe internalcontrol
weaknesses that were found during the audit review period.
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Rate Assessments

Background

County Service Areas allow small communities in unincorporated areas to pay for and receive
specific services from the county. Each County Service Area determines a rate to charge each
parcel in its area based on the cost of service and,expected benefit. This rate is placed in the
property tax rolls and is assessed as part of the property tax payment. Older County Service
Areas have this rate set and do not change. Newer County Service Areas allow for the rates to
be changed based on the cost of service and inflation.

The following diagram illustrates the process to establish the rate for all new County Service Areas
will charge its residents.

Rate Assessment Process

I

Services Provided
Street LQhts

Steel Sweeping
Landscaping

Parks and Recreation
Water & Sewage

Road Maintenance
Sheriff

Fire Proteclion
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lnternal Audit Report 2018-021: Riverside County Economic Development Agency, Community
Services Division, County Service Area Administration Audit

Objective

To verify internal controls over the rate assessment process for properties within the county
service areas are operating effectively.

Audit Methodology

To accomplish these objectives, we:

. Obtained an understanding of board policies, county ordinances, and department policies
and procedures

o lnterviewed management to obtained understanding on how rates and budgets are
established for each County Service Area

o Obtained and reviewed report submitted to the Board of Supervisors, "Notice of lntent to
Establish County Service Area Charges", for fiscal years 2016-2017 and 2O1l-201g

. Obtained and reviewed the rate packages submitted by the Economic Development
Agency to the Auditor-Controller for fiscal year 2016-2017 and 2O1Z-ZO1g

o Selected a sample of County Service Areas to perform detailed testing on their rates

Findings: None noted

Based upon the results of our testing, we verified adequate internal controls are in place to ensure
rate assessments submitted to the Auditor-Controller are properly supported, that County Service
Area budgets and individual rates are based on aclual expenditures, and that the money collected
through taxes for each County Service Areas correspond to the cost to provide the service.
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DATE: lune 27,2023

TO: Auditor-Conholler's Office
Audit and Specialized Accounting Division

FROM: Suzanne Holland, Director
Riverside County Office of Economic Development, County Service Area

SUBIECT: Reply to Internal Audit Report 2024-3032 Rivereide County Office of
Economic Development, Coun$r Service Area Follour-up Audit

The following are the current status of the reported findings and planned correc{ive
actlons contalned in Interna! Audit Report 2018-021: Riverside County Economic
Development , Communlty Services Division, County Service Area Admlnistration
Audit.

6 ?Z ZA

Authorized re Date

Finding 1: Adminietrative Service Rate Methodology

Administrative service rates are charged to County Service Areas based on a percentage of
current revenue instead of actual expenditures. The percentages, identified in Board of
Supervisors Policy A-48, Formation, Alteration and Operation of County Service Areas, are based
on the complexity of the service provided and are multiplied by the current revenues of the County
Service Areas to determine the annual amount charged by the Administration. However, this
policy does not contain support for the methodology used to determine these percentages and
Administration could not provide support for the basis of these percentages.

Board of Supervisor's Policy B-4, Rates Charged for Current Services, states, "Charges should
recover actual costs of providing the services." County Ordinance 573, Establishing Charges for
Extended Services provided in County Service Areas, Government Code 54985, and Proposition
218 also state similar language. Riverside County Econornic Development Agency, Community
Services Division believed this was an allowable basis for billing its cost since the Board of
Supervisors approved the aforementioned percentages through Board Policy A-48, Formation,

RIVERSIDE COUNTY

OFFICE OF ECONOMIC DEVELOPMENT
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Alteration and Operation of County Service Areas. Charging costs to County Service Areas based
on a percentage of current revenue of the County Service Area may result in the overpayment or
underpayment of services.

Current Status

Reported Finding Corrected? Yes NoX

Recommendation 1

Create a methodology and calculate an administrative service rate to charge to County Service Areas in

accordance wlth Board of Supervisors Poliry B-4, Rate Charged forCurrent Services, County Ordinance

573, Establishing Charges for Extended Services provided in County Service Areas, Governrnent Code

54985, and Proposition 218.

Management Reply

"Partial Concur. CSA Administration's Board approved administrative service rates are listed in
Board Policy A-48 and are charged against the special assessments that have been deterrnined
based on the cost to provide each service within a CSA. CSA Administration agrees that a study
should be cornpleted to support the administrative rates charged to each CSA.'

Actual/estimated Date of Corrective Action: June 1, 2020

Current Status

Corrective Action Fully lmplemented Partially lmplemented Not lmplemented

Description of the corrective action taken (or pending action and estimated date of completion for
planned corrective action that is partlally or not implemented).

The CSA Administration has conducted a deeper review of the services provided to the different CSA

service types and have found the complexity of services provided is in alignment with the service

fees approved in Board Policy A-48. The complexity factor percentage is charged against the tax

assessments, which were created with a cost driven methodology used at creation of the CSA, which

includes a detailed Engineering Report detailing all expenses and creating a tax assessment based on

expense.

X
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Finding 2: Street Sweeping Contract

Administration receives an annual invoice from Transportation for street sweeping services.
However, the invoice does not include supporting documentation that supports street sweeping
services were actually performed. ln addition, Transportation charges Administration a 15o/o

administrative fee that is not supported by a rate methodology. This administrative fee is in
addition to the fee charged by Administration to the County Service Areas. Board of Supervisor's
Policy B-4, Rates Charged for Current Services, states, "Charges should recover actual costs of
providing the services." Additionally, as administrators to the County Service Areas, a
responsibility exists to ensure services are provided and that all fees charged are reasonable. A
mernorandum of understanding does not currently exist between Administration and
Transportation defining the responsibilities for each department. Without a clear definition of
responsibilities between Transportation and the County Service Areas, the risk of services not
being performed at a dependable level and the potentialfor overbilling is high.

Current Status

Reported Finding Corrected?

Current Status

Corrective Action:

Recommendation 2.1

Develop a memorandum of understanding that defines the responsibilities for each department.

Recommendation 2.2

Request for Transportation to develop a fee that is supported by a rate methodology that reflects the
recovery for the cost of providing their servlce.

Management Reply

"Partial Concur. A memorandum of understanding currently exists and includes defined responsibilities
for each department. CSA Administration will suggest Transportation develop an administrative fee that
is supported by a rate methodology that is in compliance with Board Policy B-4."

Actual/estimated Date of Corrective Action: August 18, 2006

Yes No

Fully lmplemented Partially lmplemented Not lmplemented

x

x
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Description of the corrective action taken (or pending action and estimated date of completion for
planned corrective action that is partially or not implemented).

A copy of the memorandum of understanding was provided to lnternalAudits in 2018 and County

Service Area staff suggested to the Transportation staff to develop an administrative fee that ls

supported by a rate methodology that is in compliance with Board Policy B-4

Finding 3: Policies and Procedures

Policies and procedures provided for County Service Area operations lacked information such as effective

date, approval, and revision dates. Administration currently does not have their policies and procedures

standardized. SPM 1m1, lnternal Controls (Formerly referred as SPM 104), states, "Welldocumented
policies and procedures should be established and maintained to promote employee understanding of
job duties, provide day-to-day guidance to staff, and help ensure continuity during employee absences or
turnover. ln addltion, good internal controls require the entities' policies and procedures to be reviewed,

approved, and periodically updated by management. Not doing so may result in policies and procedures

being inconsistently applied by staff. ln addition, revising and standardizing policies and procedures

improves accuracy and ensures that current business practices and organizational changes are

documented.

Current Status

Reported Finding Corrected? Yes No

Recommendation 3

Revise department policies and procedures to ensure they are periodically reviewed, approved by

management, and communicated to staff.

X
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Management Reply

"Concur. CSA Administration has revised its Policies and Procedures Manual to include annual review and

ma nagement approva l notifi cations."

Actual/estimated Date of Corrective Action: February t,2Ol9

Current Status

Corrective Action Fully lmplemented Partially lmplemented Not lmplemented

Description of the corrective action taken (or pending action and estimated date of completion for
planned corrective action that is paftially or not implemented).

CSA Administration revised its Policies and Procedures Manual to include annual review and

manatement approva I notifi cations

Finding 4: Late Fee Charges

County Service Areas received and processed approximately 1,5O0 street light invoices during our audit

period. We selected a random sample of nine, of which six (67%) of the lighting invoices reviewed

contained late fee charges totaling 5588. Street light payments were not processed within the required

time period. There is a fiduciary responsibility to ensure taxes received are used for services rendered.

Current Status

Reported Finding Corrected? Yes No

x

x
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Recommendation 4

lmplement a process to ensure timely processing of street light invoices.

Management Reply

"Do Not Concur. CSA addressed the 5CE utility bill processing deficiency wlth the implementation of the
EnergyCAP system in March of 2018.Thistookthe manualprocessof bill reviewand recordation, to bill
audit, and payment from a manual process to a paperless hands free process. Thus significantly improving

the vendor payments term.

Of the sampled Customer Accounts selected by lnternal Audits, where late fees appeared, all bttt 5 were
processed prior to the EnergyCAP remediation. Of those 5, all had been interfaced within 2 days of
receipt."

Actual/estimated Date of Corrective Action: March 1, 2018

Current Status

Corrective Action Fully lmplemented E partialty lmplemented f] Not tmplemented

Description of the corrective action taken (or pending action and estimated date of completion for
planned corrective action that is partially or not implemented).

CSA removed the utility invoices from the Energy CAP system and processes all invoices internally,

ensuring invoices are processed timely. Staff download invoices directly from the SCE website and
process immediately.

x
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