COUNTY OF SAN LUIS OBISPO BOARD OF SUPERVISORS
AGENDA ITEM TRANSMITTAL

(1) DEPARTMENT
Auditor - Controller -
Treasurer - Tax Collector

(2) MEETING DATE
1/14/2014

(3) CONTACT/PHONE
Kerry Bailey 788-2979

(4) SUBJECT

Submittal of a compiiznce audit of the County Clerk-Recorder's implementation and performance of the Social Security
Number Truncation Frogram, All Districts.

(5) RECOMMENDED ACTION
It is recommended that the Board receive the item and file.

(8) FUNDING
SOURCE(S)
N/A

(7) CURRENT YEAR
FINANGIAL IMPACT

$0.00

(8) ANNUAL FINANCIAL (9) BUDGETED?
IMPACT Yes
$0.00

(10) AGENDA PLACEMENT

{X} Consent { } Presentation

{ } Hearing (Time Est. __} { } Board Business (Time Est.__ )

(11) EXECUTED DOCUMENTS
{} Resolutions {3} Contracts { } Crdinances {X} NA

(12) OUTLINE AGREEMENT REQUISITION NUMBER (OAR) - | (13) BUDGET ADJUSTMENT REQUIRED?

N/A

BAR ID Number:
{ } 4/5 Vote Required {X} NA

(14) LOCATION MAP
NIA

(15) BUSINESS IMPACT STATEMENT? (16) AGENDA ITEM HISTORY

No

{X}IN/A Date;

{17) ADMINISTRATIVE OFFICE REVIEW

Nikki]. 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: 1/14/2014

SUBJECT: Submittal of a compliance audit of the County Clerk-Recorder's implementation and performance of the

Social Security Number Truncation Program. All Districts.

RECOMMENDATION
It is recommended that the Board receive the item and file.

DISCUSSION

On May 6, 2008, in accordance with California Government Code Section 27361, the Board approved County of San Luis
Obispo Ordinance 3148 which authorized an additional fee of $1.00 for the first page of every instrument, paper, or notice
required or permitted by the law to be recorded and directed that the funds generated by the fee be used by the County
Clerk-Recorder to implement a social security number truncation {(SSN) program. Additionally, the ordinance directed the
Auditor-Controller to conduct two revMews of the Clerk Recorder's social security number truncation program. The first
review was to be completed by December 31, 2013 and the second review is to be completed by December 31, 2017.

QOur office completed the first audit of the County Clerk-Recorder's implementation and performance of the SSN
Truncation Program on December 11, 2013,

OTHER AGENCY INVOI VEMENT/IMPACT

Clerk-Recorder.

BUSINESS IMPACT STATEMENT

None.
FINANCIAL CONSIDERATIONS

The Clerk-Recorder's Office had collected $390,669 in SSN truncation fees and had a remaining cash balance of
$236,378 as of June 30, 2013,

RESULTS

We verified that the $1 fee is being collected, the collections are used only for the purpose of the program, and the fee
appears sufficient to cover estimated costs of $422,557 through December 31, 2017.

We also determined the Clerk-Recorder used due diligence to locate and fruncate SSNs in the public versions of official

records from January 1, 1980 through June 14, 2013. Howewver;, we found that not all records containing social security
numbers had been truncated. The attached Clerk-Recarder audit report details our observations and recommendations
atong with the Clerk-Recorder's comments,
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Performing mandated audits provides oversight and accountability, ensures compliance with County of San tuis Obispo
and State of Califonia regulations, and contributes to the County’s vision of a well governed community.

ATTACHMENTS

1. County Clerk-Recorder Social Security Number Truncation Compliance Audit Report
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COUNTY OF SAN LUIS OBISPO JAMES P. ERB, CPA
U {7 o

AUDITOR # CONTROLLER ® TREASURER ®# TAX COLLECTOR Transurar-Tax Collector
1058 MONTEREY 5T, RM, 2% .
SAN LUIS OBISPO, CA 93408 : James W. Hamﬂtmksﬁzﬁ
(BOS) 781-585] » FAX (805) 781.5362
htipr/fslodcitc.com

TO: JULIE RODEWALD, CLERK-RECORDER EC

FROM: JAMES P, ERB, CPA, AUDITOR-CONTROLLER-TREASURER-TAX COLLECTORA “~

DATE: DECEMBER 11, 2013

SUBJECT: SOCTAL SECURTTY NUMBER TRUNCATION COMPLIANCE AUDIT OF THE COUNTY
CLERK-RECORDER'S OFFICE ENDING FY 2013,

In compliance with Californla Goversment Code Seéction 27361(d}4) éur' office recertly

completed an audit of the County Clerk-Recorder’s implemientation and performance of the
Social Security Number {SSN) Truncation Prograrm.

Plrpose
The purposa of our audit was to:

« inspect evidance that the County Clerk-Recorder Is charging $1 for recording the first
page of every instrument, paper or nolice reguired or permitted by law to e regorded;

» verify the funds genersted
Truncation Program;

by the fee are used only for the purpose of the 55N

v determine the progress of the County Clerk-Recarder i truncating recorded. documents
from January 1, 1880 1o June 14, 2013; and

+ estimate the ongolng costs of complying with the California Gavermment Code Sections
2730027307 ard 27361(d).

Scope L y : "
Our audit Included the Clerk-Recorder's financial records from Jan 2008 through June 2013, and
all public dacuments regorded from January 1, 1980 to June 14, 2013,

Meathodology

We conducted our review in conformance with California Government Code Section 27361(d)(4)
and the Iternational Standards for the Professionsl Practice of Interral Auditing,  The
Intermational Standards for the Professional Practice of Internal Auditing require that the
internal audit activity be independant and Internal auditors be objective in performing thalr
work. The Standards also require that Internal auditors perform thelr engagements with
proficiency and due professional care; that the internal audit function s subject to a program of
quality assurance; and that the results of the engagements are communicated.
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We. raviewed the Clerk-Recorder's breakdown of fees chargad for all recorded documents, and
we raviewed all expenditures for the SEN Truncation Program. We tested a random sample of
2,294 and a select sample of 136 public records for proper S8N truncation. In addition, we
examined projected software, staffing and overhead expenses to astimate the on-going costs of
the program.

Results
We determined that:

# the Clerk-Recorder was charging 51 for recording the first page of every instrument,
paper ar notice requirsxd or permiftiad by law to be recorded

» the furds generated by the fee were used only for the purposa of the SSN Truncation
Program.

+ the estimated ongoing costs to comply with the California Government Code Sections
27300-27307 and 27361(d) through December 31, 2017 are $422,557. Funding to
comply with the code Is provided by the $1 fee for recording the first page of every
instrument, paper or notice, may be charged through December 31, 2017, and appears
sufficient to cover costs,

Findings and Recornmendzation | o
We determined the Clerle-Recorder used due diigence to Jocate and truncate SSNs in the public
version of official records,

However, of our random sample of 2,284 public records we Idenfifled 1,115 that contained
SSNs, Of these, we identified six documents recorded during the period of January 1, 1980 -
Decembar 31, 2008 and one document recorded during the perlod January 1, 2009 — June 14,
2013 for a total of seven (0.6%) documents where one or mure $SSNs were not truncated.

Untruncated SSNs were identified In documents dontaining multiple SSNs, as well as other
specific document types. Therefore, we performed an additional test of 136 public records
knowr to have 55Ns. We Identified 12 documents recorded during the petiod of January 1,
1980 — December 31, 2008 and 2 documents recorded duting the period Jlariuvary 1, 2009 —
June 14, 2013 for a total of 14 documents whearé one or more S5Ns were not truncated,

The errors found In all our testing along with the types of dacuments were communicated to
the Clerk-Recorder en August 28, 2013, On October 2, 2013 the Clerk-Recorder provided the
following update:

"The Soclal Security Truncation program was instituted in 2009 and reguired the
County Recorder to truncate soclal securily ntumbers in all official records
beglaning In 1980,  To meet the reguirements of the Gruncation program, the
Clerk-Recorder contracted with & vendor whose software identifies pages of
gocumments that heve the polaritial to contain & soclal security number that
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requires truncation. The Clerk-Recorder staff then reviews these pages and
applies the necessary truncation to e document.  When s program was
written into law, the Recorder was exempted from lability for failure to
fruncate a social security number as long as the County Recorder tised due
difigence to locate and lruncate social security numbers n the public version of
the oificial records. The law also allows any person o request that a social
secuity number be truncated from the record,  In the event of such a request,
i Is the Recorder's responsibility fo truncate the Sodlal Securlty number and
place the truncated version Into the public record within 10 days of the request,

Whan the Auditor-Controller staff ldentifiad recorded documents that did not
have the socls/ securily numbers properly frunicated, two actions were taken,
First, the social securfty numbers on the fdentifled docurments were trurcated
and the truncated docurments were made a part of the public recerds in place of
the uritruncated version, ds required by faw.  Second, the County Clérk-
Recorder worked with the software vendor fo determine the ssue and the
proper course of actlon for compietion of the backfite truncation as well as
truncation of current recordings.  The deffcienicies in the truncation software
were identified, and the vendor Is In the provess of correcting the software
cotle, Once thig is completed, the documents will be resubmitted to ensure
any soclal security number that was missed will be eppropriately truncated,
This process.fs scheduled o be completed in Novermber, 2013."

Section 9528, S(g} of the California Civit Code reads: "In the event that a filing office falls to
truncate a soclal security number contsined in a record L . . a filing office that receives a
reguest that identifies the exact location of an ur‘atmﬁcateci soclal securfly number that Is
required to be truncated . . . shall truncate that number within 10 business days of receiving
the request," Additional testing on November 26, 2013 indicated that 17 of the 21 auditor-
identified untruncated records had been truncated, We aiso determined that the vender had
updated the software code and the Clerk-Recorder was in the process of resubmitting officlal
recurde For truneation.

Through subsequent discussions with the Clerk-Recorder regarding the four untruncated
records, we learned that when official records were resubmitted into the software, the program
identified records that had been manwally fruncated by staff as being untruncated. Those
racords will be required to be manually truncatad again.

Recommendation:
We recommend that upor completion of resubmitting the official records for truncation the
Clerle-Recorder's Office test a sample of records that are known to confsin social security
numbers to determing the accuracy of the updated truncation process and take corrective
action as necessary.

We would ke to thank vou and vour staff for the high level of cooperation we received during
our audit,
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