COUNTY OF SAN LUIS OBISPO BOARD OF SUPERVISORS
AGENDA ITEM TRANSMITTAL

(1) DEPARTMENT (2y MEETING DATE (3) CONTACT/PHONE
Auditor - Controller - 5/19/2015 Diane Leenders
Treasurer - Tax Collector 781-5099

4) SUBJECT

Submittal of a cash procedures and internal control review of the Sherf-Coroner's Office conducted on February @, 2015,
All Districts.

(5} RECOMMENDED ACTION :
It is recommended that the Board receive, review, and file the attached Sheriff-Coroner's Office cash procedures and
internal controls review report which contains one finding and three suggested improvements.

(6) FUNDING (7) CURRENT YEAR (8) ANNUAL FINANCIAL (9) BUDGETED?
SOURCE(S) FINANCIAL IMPACT IMPACT Yes
N/A $0.00 $0.00

{10) AGENDA PLACEMENT
{X?} Consent { }Presentafion { } Hearing (Time Est. __) { } Board Business (Time Est.__ )

(11) EXECUTED DOCUMENTS
{ } Resolutions { } Contracts { } Ordinances {X} NA

{12) OUTLINE AGREEMENT REQUISITION NUMBER (OAR) {13) BUDGET ADJUSTMENT REQUIRED?
BAR ID Number:

/A { } 4/5 Vote Required {X} NA

{14) LOCATION MAP | (15) BUSINESS IMPACT STATEMENT? (16) AGENDA ITEM HISTORY

N/A No { Y N/A Date; _10/5/2010

{17) ADMINISTRATIVE OFFICE REVIEW
Nikki J. Schmidt

{18) SUPERVISOR DISTRICT(S)
All Districts
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County of San Luis Obispo

TO: Board of Supenisors

FROM: James P. Erb, CPA, Auditor - Controller - Treasurer - Tax Collector

DATE; 5/19/2015

SUBJECT: Submittal of a cash procedures and internal control review of the Sheriff-Coroners Office conducted on

February 9, 2015 (Al Districts).

RECOMMENDATION

It is recommended that the Board receive, review, and file the attached Sheriff-Coroner's Office cash procedures and
intemal controls review report which contains one finding and three suggested improvements.

DISCUSSION

Cash handling can be an area winerable to mistakes or misappropriation. The Auditor-Controller-Treasurer-Tax Collector
(ACTTC) has developed policies to minimize the risk associated with use of change funds and petty cash as well as cash
receipts.

Additionally, County computers are winerable to abuse. County Information Technology has deweloped pclicies to
minimize the risk associated with misuse of County computing assets.

The objectives of our review were to determine compliance with the County Auditor-Contreller's Cash Handling Policy, to
establish accountability for the cash on hand at the time of the count, and to determine compliance with the County IT
Acceptable Use Policy Acknowledgement signature requirements.

We determined the cash fund and cash receipts on hand, in all material respects, to be in balance at the time of the cash
count, and the Sheriff-Coroner's Office is in general compliance with the Cash Handling Policy; however, we found one
instance where cash receipts were not being deposited in a timely manner. We also identified three areas of improvement
regarding petty cash and staff certification of the IT Acceptable Use Policy. Details of the finding and suggested
improvements are in the attached cash procedures and internal control review report.

OTHER AGENCY INVOLVEMENT/IMPACT

Sheyif-Coroner's Office
FINANCIAL CONSIDERATIONS

There is no additional cost to the County for conducting unanncunced cash and internal control revews. Periodic
unannounced cash and internal control reviews are a part of the ACTTC's compliance with Govemment Code 26881 and
26883,

RESULTS

The ACTTC's program of periodic unannounced reviews of cash procedures and other internal controls helps maintain
and improve internal controls and procedures for cash handling by County staff and contributes to the County’s vision of a
well-governed community.
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ATTACHMENTS

1. Sheriff-Coroner Cash Procedures & Intemal Control Review Report
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AUDITOR ¢ CONTROLLER ® TREASURER # TAX
COLLECTORe PUBLIC ADMINISTRATOR

Sheriff-Coroner
Cash Procedures & Internal Control Revi

April 2015

JAMES P. ERB, CPA
Auditor-Controfler
Treasurer-Tax Collector-Public Administrator
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COUNTY OF SAN LUIS OBISPO
AUDITOR « CONTROLLER « TREASURER ® TAX
COLLECTOR® PUBLIC ADMINISTRATOR

TO: TAN PARKINSON, SHERIFF-CORONER
FROM: JAMES P. ERB, CPA, AUDITOR-CONTROLLER-TREASWRER-TAX COLLECTOR g?f{;;
DATE: APRIL 27, 2015

SUBJECT:  CASH PROCEDURES AND INTERNAL CONTROL REVIEW OF THE SHERIFF-
CORONER’S MAIN OFFICE CONDUCTED ON FEBRUARY 9, 2015,

Our offige regently completed & cash procedures and internal control review -of the Sheriff-
Corongr's Main Office that took place on February 9, 2015, Our review resulted in one findirig
afid three suggested liviprovetierits, We have Inclided the department response to the finding
in the report below,

The purppse of our review was to determine compliance with the County Auditor<Controller’s
Cash Handling Polfcy, to estalilish accountability far the cash on hand atthe time of the revieve,
to asgess the céntrols over purchasing cards and to datermine compliance with the County
Infermation Technology (IT) Acceptable Use Policy Acknowledgement signature reguirerents.
Scope

The stope of our review Included cash and receipts on hand on February 9, 2015 as well @5
deposits for the prior months, Additionally, we reviewed the department’s depository. account
&l MasterCard and Cal-Card activity. County IT Acceptable Use Pollcy Acknewledgements
signed In the past calendar year were also sarmpled ahd axamined.

Methodology

We conducted our review in:conformance with the [nternations! Standards for the Professions!
Practice of Interpal Auditing. The Intemational Standards for the Professional Practice of
Internal Auditing require that the internal audit activity be Independent and interhal auditors be
obiective in werforming thelr work, The Standards also require that internal auditors perform
their engagements with proficiency and due professional care; that the internal audit function
be subfféct to a program of quality assurance; and that the results of ehgagements are
communicated,

Our review Included physically counting ali cash. en hand for February: 9, 2015 and raconciling
the amount to the deparirment’s accountability figures, We examined cash regeipts and
compared the amounts to the corresponding receipts total and to the subsequent deposit. Our
review also Ircluded an svaluation of Internal contrals over cash receipts, MasterCards and Cal-
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Card activity, Our gvaluation of internal controls was limited to inquiries of departmental staff
and direct observatiang.

Additlonally we tested for compliance with the County of San Luis Oblspo Information Secusity
Program’s  requirement that employees afinually sign thé Acceptable Use Policy
Acknowledgement formi.

Results

The Sheriff-Coroner’s Office Is In general compliance with the Cash Handling Poiley; however,
we found. one Instance where cash receipts were not being deposited Inh a timely manner,
Details of this exception dre présented in the Pindings and Recommendations gection below.
Findings afe issues which present a serlous enough risk to regquire considerstion by
maniagement and a written department response.

All cash funds and cash receipts-on hand, in all material respects, were in balarice at the time of
our count, and employees signed the Cash Handling Policy in a thmely manngr, The Shertff-
Coronar's Internal controls over MasterCards ard Cal-Cards appear to be adeguata,

Additlonally, during fleldwork we identified some greas where fmprovements could be mads,
and we Immedistely provided the Departiiant with suggestions for making these
improvements, Suggestions for improvement are for igsues that the auditor considers not to be
of an Immediate setious hature and/or for issues which the departisent is-able to correct at the
Hitie 6f the audit. Unlike formal audit findings, written departmental responses are not-required
for these issues, Our suggestions are detailed in the Suggested Improvements section bislow,

1. Depuosit Freguency
The Permit/Records window takes paymants for varlous sérvites and makes a weekly
deposit, While the Sheriff<Coroner's Office has been granted a Freguency of Deposit Walver
fratn the Auditor-Controller's Office, dally recelpts over $500 must be deposited gach
Monitlay, Wednesday, et Thurday. Due to an oversight, staff did not make deposits in
accordance with the waiver. Whian cash receipts are held over the prescribed time period
the pogsibility of misappropriation significantly increases.

Recomimendation:

All cash raceipts over $500 must be deposited each Monday, Wednesday, and Thursday.,
Department Response:

The Sheriff’s Office Is in agreement with the finding and have taken the following
steps:
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1. Permit/Records Staff counts the daily receipts and if the receipts are over
%500 a deposit will be made the nextmorning.

2. If daily receipts are under $500, the receipts-are putin a safe until the total is
$£500 or greater.

Suggested Improverients

1. Petty Cash Used as Ehange Eund

Staff loaned $20.00 from the petty cash drawer to the Pemiiit /Records window 1o assist in
making chanhge for custotiers, The Auditor-Cortrallar's Cash Hanidling Policy states the sarme
fund should not be used for both charige and petty cash purposes unless approved In
writlng by the &uditor-Controller, The weakness In Internal controls was caused by the rieed
for a change fund at the PefitfRecords window, Whan. staff membiafs taka funds Intended
for eone purpose to assist another area, the risk of error and opportunity for
misappropriation significantly increases. Subsequent to the end of fieldwork, the Sheriff-
Coroner's Main Office wes approved for & change fund for the Permit/Records window.

2. Petty Cash Foud Purchases

Petty cash was uged te purchase foed without prior authorization from the Auditor-
Controller. The Auditor-Controlles's Cagh Handling Policy states petty cash should not be
used to purchase food items of maeals, However, sUpervigors approved fovd-related
reimbirsement requests and the petty cash custodian reimbursed staff for purchased food.
When staff membars override existing controls the risk of error and oppertunity for
misappropriation slgnificantly Increases, placing beoth the County and emploves-at risk, Staff
should email, AL Food-Travel Reguiast, to obtaln permisslon for food purehases and should
attach documentation of the approval to each petty cash reimbursement request,

3. Staff Certification of the IT Acceptable Wse Policy

A number of Sheriff-Coroner staff had not certified In writing they had read the IT
Acceptable Use Policy (IT AUP). ‘The IT AUP 8 reguired to be signed yeatly by all County
amployées; however, the slgning of the policy had not been tonsistently monitored, Yeatly
written acknewledgament by employess stating they have read the IT AUP helps ensure
consistent Countywide procedurss for computer use. The Sherlff-Coroner’s staff has
Implemented a plan to bring all department employees into compliancé within the rext year.

We appreciate the courteous attitude of your étaff and the high lavel of cooperation we
recelved during the course of our review.
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