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

ITEM:2.11
(rD # 23313)

MEETING DATE:
Tuesday, October 31, 2023

FROM: AUDITORCONTROLLER:

SUBJECT: AUDITOR-CONTROLLER: lnternal Audit Report 2024-304: Riverside County
Office of Economic Development, County Service Areas, Follow-up Audit, All Districts, [$0]

RECOMMENDED MOTION: That the Board of Supervisors

1. Receive and file lnternal Audit Repoft2024-304: Riverside County Office of Economic
Development, 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

Kim A. Rector
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FINANCIAL DATA Current Flscal Year: Next Fiscal Year: Total Cost: Ongolng Cost

COST $ 0.0 $ 0.0 $ 0.0 $ 0.0

NET COUNTY COST $ 0.0 $ 0.0 $ 0.0 $ 0.0

SOURCE OF FUNDS: ruN
Budget Adjustment: No

For FiscalYear: 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 Office of Economic Development,

County Service Areas. Our audit was limited to reviewing actions taken as of June 22,2023,lo
correct findings noted in our original audit report 2021-201 dated December B, 2020. The

original audit report contained 2 recommendations, all of which required implementation to help

correct the reported findings.

Based on the results of our audit, we found that the two recommendations were not

implemented.

For an in-depth understanding of the original audit, please refer to lnternal Audit Report

2021-201 included as an attachment to this follow-up audit report or it can also be found

at
https://aud itorcontroller.qr'a1tdivisions/internal-audiUreports

lmpact on Gitizens and Businesses
Provide an assessment of internal controls over the audited areas

SUPPLEMENTAL:
Additional Fiscal lnformation
Not applicable

ATTACHMENTS:

A: Riverside County Auditor-Controller - lnternal Audit Repoft2024-304: Riverside County

Office of Economic Development, County Service Areas, Follow-up Audit.

2.11Page 2 of 2 lD# 23313



Office of Ben J. Benoit

Riverside Cou nty Aud itor-Gontroller

Internal Audit Report
202+304

4080 Lemon Street, 11th Floor

Riverside, CA 92501

(951) e55-3800
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Riverside County
Office of Economic Development

County Service Areas
Follow-up Audlt
October 31,2023
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or I COUNTY OF RIVERSIDD
OFFICE ON TIIB

AUDITOIT-CONTROLLER

County Adrninislrative Ccntcr
4080 Lemon Street, llth Floor

P.O. Box 1326
Riverside, CA 92502- I 326

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

AUDITOR
CONTROLLER
F RIVERSIDE

AC) I
oCO U NTY

Ben J. Benoit
Cou nty A u rI itor-Con t rol ler

'l'nnyn S, IIarris, DPA, CPA
Assistnnt A utlitor-Corrtroller

October 31,2023

Suzame Holland
Ditector
Riverside County Office of Economic Developmeltt, County Service Areas
3403 Terrth Sh'eet, Suite 400
Riverside, CA 92501

Subiect: Internal Audit Report 2024-304: Riverside County Office of Economic
Development, County Service Areas, Follow-up Audit

Dear Ms. Holland

We completed the follow-up audit of Riverside County Office of Economic Development,
County Service Areas. Our audit was limited to reviewing actions taken as of June 22,
2023, to help correct the findings noted in our original audit report 2021,-201, dated
Decenrber 8,2020.

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 bclieve the audit provides a reasonable basis for our conclusion.

The original audit report contained two recommendations, all of which required
irnplementation to help correct the reported findings. Based on the results of our audit,
we found that the two recommendations were not implemented.



ADIAUDITOR
CONTROLLER

COUNTY OF RIVERSIDE

Internal Audit Report 2024-304: Riverside County Office of Economic Development,
County Service Areas, Follow-up Audit

Summary of the conditions from the original audit and the results of our review on the
status of the implementation of the recornmendations are provided in this report. For an
in-depth understanding of the origir"ral audit, please refer to Internal Audit Report 2021-
201 included as "Attachment A" of this audit report along with your departrnent stafus
letter as "Attachment B.' You can also find the original audit report at
https: / / aucl itorcontroller.org/ d ivisions/ ir-rternal-auciit/ reports.

We thank you and your staff for the help and cooperation. The assistance provided
conh'ibuted significantly to the successful completion of this audit.

.q-^; b*rt'
Ben J. Benoit
Riverside County Auditor-Controller

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

cc: Board of Supervisors

]eff A. Van Wagenen Jr., County Executive Officer
Dave Rogers, Chief Adminish'ative Officer
Grand Jury
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Internal Audit Report 2024-3042 Riverside County Office of Economic Development,
County Service Areas, Follow-up Audit
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COUNTY OF RIVERSIDE

Internal Audit Report 2024-304: Riverside County Office of Economic Development,
County Service Areas, Follow-up Audit

Fund Balances

Finding 1: Fund Balance Maintenance

"County Service areas do not have a plan to determine the appropriate amount of funds
being held in fund balance reserves. The amount held to cover anticipated expenditures,
emergency funds, and future projects is not determined rnethodically, nor evaluated for
reasonableness. Cour"rty Service Area fund balance is comprised solely of taxpayer
dollars, impll,ing that the taxpayer's dollars are not directly correlated to the taxpayer's
benefit,

Tlre California Constitution, Article XIII D, Assessment nnd Proper$-Relnted Fee Refonu,
Section 4(n), states that,'No assessment shall be imposed on any parcel which exceeds the
reasonable cost of the proportional special benefit conferred on that parcel.' Furthermore,
California Constitution, Article XIII D, Assessment nnd Property-Relnted Fee Refornt, Sectiotr
(2)(b)(1) states, 'revenue derived from the fee or charge shall not exceed the funds
required to provide the property related service.' The County Service Area
adminish'ation is r-rot collecting the same amount in special assessment taxes that they are
expending to the benefit of the taxpayers. This principle is further asserted by Goaet'nnrcnt
Code $54985(n) which states 'a county board of supervisors shall have the authority to
increase or decrease the fee or charge... in the arnount reasonably necessary to recover
the cost of providing any product or service... for which the fee or charge is levied.' Thc
antount of special assesslnent taxes collected is only intended to recover the costs of
providirrg the County Service Area services. The difference in the amount being collected
ar"rd the amount being expcnded has resulted in fund balances that increase annually
without oversight. Without the analysis and determination of reasonable fund balances,
the County Service Areas cannot know if the increase to the assessment is necessary.

We sampled 10 out of 60 County Service Areas (CSA)

Service ProvidedCSA
CSA 084

CSA 091

CSA 121

CSA 126

CSA 134

CSA 143

CSA 145

CSA 149

CSA 152

Adnfn CSA

Lighting
Lighting
Lighting, Drainage Basin

Lanclscaping, Parks and Recreation, Sheriff
Lighting, Landscaping, Parks and Recreation, Sheriff
Lighting, landscaping, Parks ancl Recreation
Parks and Recrcation
Roads
Sh'eet Sweeping
General adnrinishation, fiscal support, overhead
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Internal Audit Report 2024-304: Riverside County Office of Economic Development,
County Service Aleas, Follow-up Audit

From tlre fiscal year ending June 30,2018, to June 30,2020, the arnount of tax l'evenue
collected cornpared to tl're actual costs reported by the County Service Areas are as
follows:

2017-78

Rercnues I
frpnditrrres

r69,139 S

43,195

156,932 S

106,.145

csA 08{ cs^ 09r csA121
Collccllon of Atsessnrenl Tlxcs

726 CSA134 csA 143

103,239 S 7,038,122 S l,532rlr S 2,s14,207 S

CSA 1{9 CSAr52 AdmlnCSA

1120,923 S 3,95!,866 S 2,227,233

4s3,333 L7r5,r9r 2,390,953

csA r{9

74,576 S

90,037

Variancc

2018-19

Ilerrnues S

Exgxndltures
v6,a64 S

37298
177,72E 5
96,829

't17,207 S 2,611,702 S 2,081,628 5 2,7tO,765 S

59,103 r,167,100 1,95t,672 t,074,688

s

44,99.r S 444,748 S 4,913,69t 5 3,20,1r.r5

74,576

Variancc g

2019-20.
Ilevcrurcs S

Exlxndilura

,104 s 79t,177

l76F93S 15#68S 101,191 92,s18,60r52,133,61253,25t825 S 16,1365 58?,922 S4,603,506S3,091,046
53,093 93,556 s3,4r4 1,20,r,856 1,507,0?0 2,8s8256 - 653A15 4,424,399 2,151381

\tariance$ 123.500S 61,312S 47;77757,333,7,175 626.622 S 394069S 16,136S (65,49{)S 779,1075 9t9,662

'Thit drl. it run .! ofJun€ 30,2020 on Jult 1,2020.nd ir nol in(luriycol.ll.(ru.1r or )e.r ioum.l 6lri6

The collection of special assessment taxes indicates that the arrorlnt being collected does
not accurately reflect the cost of the services being provided. Tl'ris inequitable collection
of the special assessment taxes has a fixed impact on the fund balance reserves, typically
increasing thc balances. While high reserves are not inherently prejudicial, Business and
Community Services should document a plan for those funds to circumvent an
unintentiorral buildup of reserves.

Additionally, Board of Supervisors Policy A-48, Foruntiorr, Alterntion, nttd Operntion of
Cowtty Scraice Areos, states that each fund balar"rce should be managed carefully to assure
'adequate cash flow during the period between the beginning of the new fiscal year and
the first installment receipt of special taxes and property taxes.' The fund balance from
the prior year is held to covel' approximately six months of expenses in the next fiscal
year. The receipt of taxes typically occurs in December and June. The fund balance
currently being maintained by Business and Communit), Services is in excess of this
arnount, with the exception of the Admin Courrty Service Area.

IPage 5
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Internal Audit Report 2024-304: Riverside County Office of Economic Development,
Count5r Service Areas, Follow-up Audit

Fulrd Balancc Average six Fr.rnd Balance Approxinrately Fund Balance Approxfurrately
as of nronths of as of six morrlhs of as of six nronths of

Junc 30, 2017 ex June 30, 2018' expendilures June 30, 2019
csA 084 $ 678,709 21.,597 $ 707,774 $ 18,649 833,118 $ 26,546
csA 091 811,034 53,222 854,825 48,474 905,312 46,778
csA 121 583,798 45,018 623,309 29,552 636,571 26,707
csA 126 846,100 359,414 1,276,578 583,550 7,535,872 602,428
csA 134 6E2,549 795,400 701,851. 977,336 643,863 753,51.0
csA t43 3,093,560 7,353,975 2,924,047 7,537,344 2,730,304 1,429,728
csA 145 "t,4s7,o27 - 7,4s9,025 _ 1,473,601
csA 149 7,237,260 226,666 1,339,096 391,256 7,306,686 326,708
csA 152 12,71.3,282 2,367,697 '12,937,372 2,586,627 12,753,844 2,272,200

Admin CSA 618,470 1,795,477 826,376 1,206,A34 662,596 r,0Z5,692
' Tlte cltange in fund balance over the prior year may not be consistent rvi0r variances reportcd in tlris report due to entries nrade dirertly to fund
balance.

Recommendation 1.L

"Develop a methodology to determine appropriate cash flow amounts and emergency
funds."

Current Status l..L: Not Implemented

Tl're Office of Economic Development is currently working with a consultant to develop
a methodology to best implement the recommendation. We will follow up in the future
to ensure that the recomnendation has been irnplemented on the final methodology
developed in collaboration with the consultant.

Management's Response

"Staff are working with a consultant to develop a cash flow and emergency fund
Inethodology that will serve as a guide for allocating revenue for operations, capital
improvement plans, and emelgerlcy reserves. This is a labor-intensive proiect as each

In tl're event of an emergency th9r9 is no recourse fol'tl're County Service Areas to pay for
emergency repairs or services, if the funds are not available in the reserves. The a-m-ount
held in reserves for emergency fu-nds should be based on a reasonable rnethodology, in
addition to any aryoyntg luirlg held in reserves for future long temr, or finaniially
significarrt projects being held in amounts that are botl'r, reasonable and estimable. Thes-e

PIur.,. should annualll, document the appropriation or reduction of County Sen,ice Area
fund balances in conforrnitv with long tefin plans, specific to the individual County
Service Areas goals." J

IPage 6
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Internal Audit Report 2024-304: Riverside County Office of Economic Development,
County Service Areas, Follow-up Audit

CSA is unique and will require an individualized rnethodology based on the services and
amenities specific to each CSA.'

Recomrnendation 1.2

"Develop and annually update a plan for the unassigned fund balance, based on the
County Service Area's needs, emergency fund, ar-rd plarured irnprovements."

Current Status L.2: Not Implemented

The Office of Economic Development is currently working with a consultant to develop
a rnethodology to best implemcnt the recommendation. We will follow up in the future
to ettsure that the recommendation has been implernentcd on the firral methodology
developed in collaboration with the consultant.

Management's Response

"Staff are working with a consultant to develop a plan that will guide the use of
unassigned fund balance. This plan will be in coordination with tl're cash flow
methodology in that unassigned fund balance will be allocated to reser\re or capital
improvements dependent on each individual CSA's services and amenities as well as
risk/exposure to major emergencies, anticipation of severe weather, and population
growtl'r within each CSA. Tl'rese two items will be developed as a package."

IPage 7



Attachment A

Internal Audit Report 2021-201

Riverside County
Business and Community Services,

County Service Areas Audit

Report Date: December 8, 2020

AUDITOR
CONTROLLER

COUNTY OF RIVERSIDE

Office of Paul Angulo, CPA, MA
Riverside County Auditor-Controller

4080 l,emon Street, I Ith }-loor
Rivcrsidt', CA 92509

(9sr) 9ss-3800

nl

www.auditorcontroller.org



COUNTY OF RIVERSIDE
OFFICE OF THE

AUDITOR.CONTROLLER

County Administrative Center
4080 Lemon Street, 11th Floor

P.O. Box 1326
Riverside, CA 92502-1 326

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

AUDITOR
CONTROLLER
F RIVERSIDE

Paul Angulo, CPA, MA
Riverside County Auditor-Controller

Tanya Harris, CPA, DPA, MPA
Assistant Auditor-Controller

nl
COUNTY O

December 8,2020

Suzanne Holland
Director
Riverside County Business and Community Services, County Service Areas
3499 Tenth Street 2"d Floor
Riverside, CA 92501

Subject: Internal Audit Report 2021-201: Riverside County Business and Community
Services, County Service Areas Audit

Dear Ms. Holland

In accordance with Board of Supervisors Resolution 83-338, we audited the Business and
Community Services, County Service Areas to provide an independent assessment of
internal controls over the fund balance.

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 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.

Internal controls are processes designed to provide management reasonable assurance
of achieving efficiency of operations, compliance with laws and regulations, and
reliability of financial and non-financial information. Management is responsible for
establishing and maintaining adequate internal controls. Our responsibility is to
evaluate the internal controls.

ln
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Internal Audit Report 202'L-20/.,2 Riverside County Business and Community Services,
County Service Areas Audit

Based upon the results of our audit, we identified opportunities for improvement of
internal controls relating to fund balances. Specifically, Riverside County Business and
Community Services, County Service Areas should develop policies and procedures to
address the maintenance of County Service Areas related fund balances.

As requested, in accordance with paragraph IILC of the Board of Supervisors
Resolution 83-338, management responded to each reported condition and
recommendation contained in our report. Management's responses are included in the
report. We will follow-up to verify that management implemented the corrective
actions.

Paul Angulo, CPA, MA
Riverside County Auditor-Controller

By: Ren6 Casillas, CPA, CRMA
Chief Internal Auditor

cc: Board of Supervisors
George Johnson, County Executive Officer
Grand Jury

IPage 2
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Internal Audit Report 2021-201: Riverside County Business and Community Services,
County Service Areas Audit

Executive Summary

Overview

Riverside County Business and Community Services, County Service Areas (Business
and Community Services) provide municipal community services for neighborhoods
within unincorporated communities in Riverside County. To provide these services
County Service Areas have a budget of $26.7 million, and 4L authorized positions.
County Service Areas administration oversees the operation of 60 County Service
Areas. This includes twenty-two county owned parks, two water treatment facilities
and over eight million square feet of landscaping. Counhl of Riuerside, Fiscal Year 2020/21
Adopted Budget, Septenfuer,2020,75. Coutrty of Riaerside, County Seraice Areas, accessed luly
1, 2020, h t tp s ://ria co c c s d. o r g/Cou n ty S e ra i ce Ar e a.

Audit Obiective

Our objective is to provide an independent assessment about the adequacy and
effectiveness of internal controls over fund balances. Internal controls are processes
designed to provide management reasonable assurance of achieving efficiency of
operations, compliance with laws and regulations, and reliability of financial
information.

Audit Scope and Methodology

We conducted the audit from April1.6, 2020, through July 1, 2020, for operations from
July 1,,20L8, through June 30,2020. Our scope included a review of fund balances.

Audit Highlights

Existing Conditions

. There is no policy or procedure to document the maximum amount for fund balances,
the amount and methodology that constitutes an emergency fund, nor a plan for the
amount held in reserves. This increases the risk of fund balances being used for
purposes not directly benefitting respective County Service Area taxpayers. It also
implies an overcollection of funds through the special assessment taxes for services.

lmproo ement O pp ortunities

o Develop policies and procedures to address the maintenance of County Service Areas
related fund balances, establish a methodology for determining the amount to
constitute an emergency reserve, and a plan to substantiate the amount being held in
reserves.

I
_l
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Internal Audit Report 202'1,-201: Riverside County Business and Community Services,
County Service Areas Audit

Audit Conclusion

Based upon the results of our audit, we identified opportunities for improvement of
internal controls relating to fund balances. Specifically, Riverside County Business and
Community Services, County Service Areas should develop policies and procedures to
address the maintenance of County Service Areas related fund balances.

IPage 5
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Internal Audit Report 202'1.-201.: Riverside County Business and Community Services,
County Service Areas Audit

Fund Balances

Background

County Service Areas were established by Senate Bill 1458 authorizing unincorporated
areas of the county to form County Service Areas in order to receive specific extended
governmental services they would not normally receive. These services can include:
street lighting, landscape maintenance, street sweeping, road services, recreation, water
and sewer, structural fire protectiory drainage basin, national pollutant discharge
elimination, and sheriff. Residents pay for the additional services in order to meet the
diversity of local conditions, circumstances, and resources.

At the formation of a County Service Area, the amount of the special assessment tax is
established by an engineer who estimates cost of service, in collaboration with Business
and Community Services. This tax rate is agreed upon by Business and Community
Services and the housing developer. \tVhen the home buyer agrees to purchase a home,
they agree to pay the special assessment taxes. If the County Service Area has a price
escalator in the formation agreement, the amount of the special assessment tax will
increase annually the greater of two percent or consumer price index. Historically,
Business and Community Services have not increased more than two percent.

The California Constitution, Article XIII C, Voter Approaal for Local Tax Leaies and
California Constitution, Article XIII D, Assessnrcnt and Properhl-Related Fee Reform were
added to the California Constitution on November 5, 1996, by initiative measure

Proposition 218. Per Article XIII C, Section 1(e)(1), a tax is a "charge imposed for a

specific benefit... granted directly to the payor that is not provided to those not
charged, and which does not exceed the reasonable costs to the local government."
Additionally, Article XIII D, Section 4(f) states the agency needs to be able to
"demonstrate that the property or properties receive a special benefit over and above
the benefits conferred on the public at large and that the amount of any contested
assessment is proportional to, and no greater than, the benefits conferred on the
property."

The special assessment tax impacts the operational fund balance of each County Service
Area. Fund balance is the difference between the fund's assets and liabilities. Every
fiscal year there is either an increase or decrease to the fund balance based on the
difference in revenues and expenditures. If revenues exceed expenditures for that fiscal
year the fund balance will increase, conversely if expenditures exceed revenues the
fund balance will decrease.

IPage 6
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Internal Audit Report 202L-201: Riverside County Business and Community Services,
County Service Areas Audit

Objective

To verify the adequacy and effectiveness of internal controls over fund balances.

Audit Methodology

To accomplish these objectives, we:

. Obtained an understanding of board policies, county ordinance, legislation, and
applicable standards.

o Interviewed department management and staff

. Analyzed financial information from fiscal year 2017 through2020

o Reviewed a sample of County Service Areas formation documents

o Reviewed detailed support for expenditure and interfund transactions.

Finding L: Fund Balance Maintenance

County Service Areas do not have a plan to determine the appropriate amount of funds
being held in fund balance reserves. The amount held to cover anticipated
expenditures, emergency funds, and future projects is not determined methodically, nor
evaluated for reasonableness. County Service Area fund balance is comprised solely of
taxpayer dollars, implying that the taxpayer's dollars are not directly correlated to the
taxpayer's benefit.

The California Constitution, Article XIII D, Assessnrcnt and Property-Related Fee Refornt,

Sectiort 4(n), slales that, "No assessment shall be imposed on any parcel which exceeds

the reasonable cost of the proportional special benefit conferred on that parcel."
Furthermore, California Constitution, Article XIII D, Assessment and Property-Related Fee

Rcfonn, Section (2)(b)(1) states, "revenue derived from the fee or charge shall not exceed

the funds required to provide the property related service." The County Service Area
administration is not collecting the same amount in special assessment taxes that they
are expending to the benefit of the taxpayers. This principle is further asserted by
Goacrnment Code 55a985(a) which states "a county board of supervisors shall have the
authority to increase or decrease the fee or charge... in the amount reasonably necessary
to recover the cost of providing any product or service... for which the fee or charge is

Page 7 I
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Internal Audit Report 2021-20'1,: Riverside County Business and Community Services,
County Service Areas Audit

levied." The amount of special assessment taxes collected is only intended to recover
the costs of providing the County Service Area services. The difference in the amount
being collected and the amount being expended has resulted in fund balances that
increase annually without oversight. Without the analysis and determination of
reasonable fund balances, the County Service Areas cannot know if the increase to the
assessment is necessary.

We sampled 10 out of 60 County Service Areas (CSA)

CSA Service Provided
CSA 084

CSA 091

CSA 121

CSA'126
CSA 134

CSA 143

CSA 145

CSA 149

CSA 152

Admin CSA

Lighting
Lighting
Lightin& Drainage Basin

l^andscaping, Parks and Recreation, Sheriff
Lighting, Landscaping, Parks and Recreation, Sheriff
Lighting, l,andscaping, Parks and Recreation
Parks and Recreation
Roads
Street Sweeping
General administration, fiscal support, overhead

Collection of Special Assessment Taxes

From the fiscal year ending June 30, 201.8, to June 30, 2020, the amount of tax revenue
collected compared to the actual costs reported by the County Service Areas are as

follows:

2017-78

Rcvcnucs S

csA 084 csA 091

169,139 S

43,195

csA 121 CSA 126 CSA 134 CSA r43

103,239 S r,038,',122 S 1.532,811 S 2,514,207 5

90,037 7"18,828 "t,590,799 2,707,951

CSA 149 CSA r52 Admin CSA

420,923 $ 3.951,866 $ 2,227,233

453,333 4,735,394 2,390,953

csA 145

14,576 $

Expenditurm

156,932 S

106,445

Variance $ 125,945 $ 50,487 $ 13,202 $ 3"19,294 $ (57,988) $ 1193.7,13',) $ '14.576 t32..fl 0) I783.528) $ (763.720\

Expenditure

201E-19

Revenues $
-176,064 $

37,298

1,77,728 $

96,829

717,207 $ 2,6-t7,702 $ 2,081,628 5 2,740,763 $

59,103 r,767,100 7,954,672 3,074,688

44,994 $ 444,748 $ 4,933,694 $ 3,204,845

782,511 5,173,255 2,413,667

Variance $ 138,766 $ 80,900 $ 58,104 $ 7,444,602 $ 726,9s6 5 (333,925)$ 44,994 $ (337,763\$ (239,561)$ 791,,777

2079-20.

Revenues $

Expenditure
176,593 $

53,093

154,868 $

93,556

101,1e1 $ 2,538,603 $ 2,733,642 $ 3,254,325 $

53,414 1,204,856 7,507,020 2,858,256

16,136 $ 587,922 $ 4,603,506 $ 3,091,046

- 653,415 4,424,399 2,751,384

Variance$ 123,500$ 61,31.2$ 47,777$1,333,747$ (t26,6225 396,059$ 16,136$ (65,494)$ 779,7075 9X9,662

'This dab is run as oflunc 30,2020 on July 1,2020 and is not inclusirrc of all accruals or yor ioumal enhi6

The collection of special assessment taxes indicates that the amount being collected does
not accurately reflect the cost of the services being provided. This inequitable collection
of the special assessment taxes has a fixed impact on the fund balance reserves,
typically increasing the balances. While high reserves are not inherently prejudicial,

IPage 8
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Internal Audit Report 2021,-201.: Riverside County Business and Community Services,
County Service Areas Audit

Business and Community Services should document a plan for those funds to
circumvent an unintentional buildup of reserves.

Additionally, Board of Supervisors Policy A-48, Formation, Alteratiorr, and Operation of
County Seraice Areas, states that each fund balance should be managed carefully to
assure "adequate cash flow during the period between the beginning of the new fiscal
year and the first installment receipt of special taxes and property taxes." The fund
balance from the prior year is held to cover approximately six months of expenses in the
next fiscal year. The receipt of taxes typically occurs in December and June. The fund
balance currently being maintained by Business and Community Services is in excess of
this amount, with the exception of the Admin County Service Area.

Fund Balance

as of

June 30, 201 7

Average six

months of

expenditures

Fund Balance

as of

Junc 30, 2018*

Approximately

six months of

expenditures

Fund Balance

as of

June 30, 2019

Approxinrately

six nronths of

expenditures

csA 084 $ 678,709 $ 2t,597 $ 707,"174 $ "t8,649 $ 833,118 $ 26,546

csA 091 811,034 53,222 854,825 48,4'1.4 905,31.2 46,778

csA 121 583,798 45,018 623,309 29,552 636,51.',t 26,707

csA 126 846,100 359,4"14 '1,21.6,578 583,550 1,535,872 602,428

csA 134 682,549 795,400 701.,851 977,336 643,863 753,5"10

csA 143 3,093,560 7,353,975 2,924,047 '1,537,344 2,730,304 7,429,"128

csA 145 't,451,027 - '1,459,025 - 1,473,601

csA 149 't,237,260 226,666 '1,339,096 391,256 7,306,686 326,708

csA 152 1.2,71.3,282 2,367,697 '12,937,372. 2,586,627 1.2,1.53,844 2,212,200

Admin CSA 678,470 "1,1,95,477 826,3L6 1',206,834 662,596 1,,075,692
* The change in fund balance over the prior year may not be consist€nt with variances reported in this report due to entries made directly to fund

balance.

Recommendation L.L

Develop a methodology to determine appropriate cash flow amounts and emergency
funds.

Page 9

In the event of an emergency there is no recourse for the County Service Areas to pgy
for emergency repairs or services, if the funds are not available in the reserves. The
amount held- in reserves for emergency funds should be based on a reasonable
methodology, in addition to any amounts being held in reserves for future long term, or
financially significant projects being held in amounts that are both, reasonable and
estimable. Thise plans should annually document the appropriation or reduction of
County Service Aiea fund balances in conformity with long term plans, specific to the
individual County Service Areas goals.

I
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Internal Audit Report 202'/.-201.: Riverside County Business and Community Services,
County Service Areas Audit

Management's Response

"Concur. CSA Administration sees the value in developing a policy to manage the
appropriate level of funds necessary for standard operations as well as retaining an
appropriate level of funding for effective operations in the event of an emergency."

Actua/estimated Date of Corective Action: June 30,2021.

Recommendation L.2

Develop and annually update a plan for the unassigned fund balance, based on the
County Service Area's needs, emergency fund, and planned improvements.

Management's Response

"Concur. Unassigned fund balance that will carry over with each fiscal year will be
included as part of the policy that will be developed to manage the appropriate level of
funding and retention for emergencies. Included in the proposed policy will be a plan
to improve the process for the issuing of purchase orders. Many of the CSAs with larger
fund balances have developed these balances as a result of high value projects in
process and unforeseen delays with purchase orders. CSA Admin will coordinate with
County Purchasing to ensure CSA projects are executed timely."

Actuafestimated Date of Corrective Action: June 30, 2021

I
_l

Page 10
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DATE: lune 21,2023

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

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

SUBJECT: Reply to Internal Audit Report 202&304; Riverside County Office of Economic
Development, County Service Area Follow'up Audit

The following are current status of the reported findings and planned corective actions contained
in !nternal 202'l-201: Riverside County Business and Community Services, Coungt
Service Areas

b ZZ

Authorized re Date

Finding 1: Fund Balance Malntenance

County Service Areas do not have a plan to determine the appropriate amount of funds being held in fund
balance reserves. The amount held to cover anticipated expenditures, emergency funds, and future projects is
not determined methodically, nor evaluated for reasonableness, County Servlce Area fund balance is
comprised solely of taxpayer dollars, implying that the taxpayer's dollars are not directly correlated to the
taxpayer's tienefit.

The California Constitution, Article Xlll D, Assessment and Property-Related Fee Reform, Secflon 4(a/, states
that, "No assessment shall be imposed on any parcelwhich exceeds the reasonable cost of the proportional
special benefit conferred on that parcel.' Furthermore, California Constitution, Article Xlll D, Assessmenf and
Property-Related Fee Reform, Section (2)(b)(1) states, 'revenue derived from the fee or charge shall not
exceed the funds required to provide the proper$ related service." The County Service Area administration is
not collecting the same amount in special assessment taxes that they are expending to the benefit of the
traxpayers. This principle is further asserted by Government Code 554985(a) which states "a county board of
supervisors shall have the authority to increase or decrease the fee or charge... in the amount reasonably

/u*-l
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necessary to recover the cost of providing any product or service... for which the fee or charge is levied." The
amount of special assessment taxes collected is only intended to recover the costs of providing the County
Service Area services. The difference in the amount being collected and the amount being expended has
resulted in fund balances that increase annually without oversight. Without the analysis and determination of
reasonable fund balances, the County Service Areas cannot know if the increase to the assessment is
necessary.

We sampled 10 out of 60 County Service Areas (CSA).

CSA Service Provided
Ughting
Li$ting
Ughti"g, Drainage Basin

Landscaping, Parks and Recreation, Sheriff
LightioC, l^andscaping Parks and Recreation, Sheriff
Ughti.g, Iandscaping, Parks and Recreation
Parks and Recreation
Roads

Sheet Sweeping
General administration, fiscal support overhead

CSA 084

CSA 091

csA 121

CSA 126

CSA 134

CSA 143

csA 145

CSA 149

CSA 152

Admin CSA

From the fiscal year ending June 30, 2018, to June 30, 2020, the amount of tax revenue collected compared to
the actual costs reported by the County Service Areas are as follows:

Collection of Asscssfrenl TrxeE
csA 081 csA 091 cs^ 121 C&r 125 CSA 134 CSA r43

2Ur7-lE
Remuc 5 169,139 $

43,195

156,932 7

106,445

103,239 $ 1,038,122 $ rj3e8r1 $ 2,s11,20? I

ll9 CSA 152 Adnln CSA

420,923 $ 3,es1,866 I 22272j3

csA las

71,576 3

74576

Expenditu lE6

Varlance

2018-19

Revenur $

ExpmdituH
176,064 O

372e8
1n,7U N

96,829

90,037 778,828

117,207 $ 2,677,702 $ a081,628 7 2,710,763 J

453,333 4,735,591

{4,99{ $ t44,748 g 4,9tX,691 g 320{,Et5
- 782577 5,173,255 2A73,66759,103 7,76?,700 1,954,672

Va riance $ 13E,:166

2fri9-20.
Revenueg 776,s93 0 15r,866t 101,19192J36,603i\133,64273,2543A $ 16,136$ 5E7,9tt i4,603,50633,091,0,16

Brpgrdlruro 53,093 91556 53,{14 7,2U,856 1507,070 L8*,2* - 653,4115 \&1399 2,r51,3E4
Vartance

'Thbd.t i!M$ofJuns3o,2@oqJulyl,2ommdbnotlncluDiwdrllrccdrbqlqrr@mdotrtc

The collection of special assessment taxes indicates that the amount being collected does not accurately
reflect the cost of the services being provided. This inequitable collection of the special assessment taxes has
a fixed impact on the fund balance reserves, typically increasing the balances. While high reserves are not
inherently prejudicial, Business and Community Services should document a plan for those funds to
circumvent an unintentional buildup of reserves.

RIVERSIDE COUNTY

OFFICE OF ECONOMIC DEVETOPMENT
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Additionally, Board of Supervisors Policy A-48, Formation, Alteration, and Operation of County Servrbe Areas,
states that each fund balance should be managed carefully to assure "adequate cash flow during the period
between the beginning of the new fiscal year and the flrst installment receipt of special taxes and properg
taxes." The fund balance from the prior year is held to cover approximately six months of expenses in the next
fiscal year. The receipt of taxes typically occurs in December and June.

The fund balance cunently being maintained by Business and Community Services is in excess of this amount,
with the exception of the Admin Coung Service Area.

Fund Balance Average six Fund Balance Approximatety Fund Balance Approximately
as of months of as of slx monlhs of ag of six months oI

June 30,2017 fune 30. 2018' June 30, 2019 expmditures
CSA 084 678,709 $ 21,597 g 78,649 833,11 26,546
csA 091 811,034 53,222 8il,825 48,414 905,312 46,778
csA 121 583,798 45,018 623,309 29,552 536,511 26,707
csA 125 846,100 359A74 7,216,57E 583,550 7,535,872 fi2,42E
csA 134 682,549 795,400 701,851 977,3% 643,863 753,51,0
csA 143 3,093,560 L,353,975 2,924,047 7,537,344 2,730,304 t,429,128
csA 145 7,451,027 - 7,459,025 - 1,473,60L
csA 149 7,237,260 26,666 7,339,096 39L,256 7,306,86 326,708
csA 152 12,773,282 4367,697 72,937,372 2,586,627 72,153,844 2,272,200

Admin CSA 618,410 1,795,477 826,376 7,206,834 662596 t,O7S,6g2
r The change ln fund balance ovet the prlor year may no( be coruistent with variances reported in thic r,epct due to qrEi€f mrde direcdy to fund
balance.

ln the event of an emergency there is no recourse for the County Service Areas to pay for emergency repairs
or services, if the funds are not available in the reserves. The amount held in reserves for omergency funds
should be based on a reasonable methodology, in addition to any amounts being held in reserves for future
long term, or financially significant projects being held in amounts that are both, reasonabte and estimable.
These plans should annually docurnent the appropriation or reduction of County Service Area fund balances in
conformity with long term plans, specific to the individual County Service Areas goals.

Gurrent Status

Reported Finding Corrected? fl Y"= No

Staff contracled with consultant in July o'f 2022 to assist with the tax roll assessments and engineering
reports needed for new finance district developments. CSA Admin is working with the contractor on
fund balance level efforts.

Recommendatlon 1.1

Develop a methodology to determine appropriate cash flow amounts and emergency funds

x

RIVERSIDE COUNTY

OFFICE OF ECONOMIC DEVETOPMENT

3403 IOTH STREET, SUTTE 40O, R|VERS|DE, CA 92501 | (9511955-89t6



rlt
RIVERSIDE COUNTY

OIFICE OF ECONOMIC DEVELOPMENT

Current Status

Gorrectlve Action:

Description of the

!rrlry tmptemented Partially lmplemented

Management Reply

"Goncur. CSA Administration sees the value in developing a policy to manage the appropriate level of funds
necessary for standard operations as well as retaining an appropriate level of funding for effective operations in
the event of an emergency."

Actual/estimated Date of Corrective Action: November, 1,2023

x Not lmplemented

of completion for plannedcorrective action taken (or pending action and estimated date
corrective action that ls or not

Recommendation 1.2

Develop and annually update a plan for the unassigned fund balance, based on the County Service Area's
needs, emergency fund, and planned improvements.

Management Reply

"Concur. Unassigned fund balance that will carry over with each fiscal year will be included as part of the
policy that will be developed to manage the appropriate level of funding and retention for emergencies.
lncluded in the proposed policy will be a plan to improve the process for the issuing of purchase orders. Many
of the CSAs with larger fund balances have developed these balances as a result of high value projects in
process and unforeseen delays with purchase orders. CSA Admin will coordinate with County Purc-hasing to
ensure CSA pro.lects are executed timely-"

Actual/estimated Date of Corrective Action: November 1,2023

Gurrent Status

Corrective Action Fully lmplemented ! n"nl.tty tmplemented Not lmplemented

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

Staff is curently developing a policy that incorporates service levels, asset rnanagement,
and capital improvement plans into a methodology for delermining appropriate fund balance
levels for each district.

x
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Staff is currently developing a policy that incorporates service levels, asset management,
and capital improvement plans into a methodology for determining appropriate fund balance
levels for each district. This policy will guide the use of carry over fund balances.

RIVERSIDE COUNTY
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