Auditor-Controller Response to the FY 2007-2008 Grand Jury Report entitled:
Controls Self-assessment Program Restart

Summary: Partially agree, except for the excerpts noted below:

“The 2007-2008 Ventura County Grand Jury (Grand Jury) reviewed the Controls Self-
Assessment Program (CSA), which is the primary source for maintaining internal
controls and performing risk assessments within Ventura County Departments and
Agencies.”

Response: Respectfully disagree. The Control Self-Assessment Program s not the
primary source for maintaining internal controls and performing risk assessments. The
responsibility for maintaining internal controls and performing risk assessments resides
with each department/agency director. The CSA Program is a tool to assist management
in agencies and departments to assess their ongoing responsibilities with respect to
internal controls and form the foundations for effective and efficient operations. The CSA
Program serves as a reminder of these department responsibilities and provides
guidelines for departments to consider in their assessment of internal controls. The CSA
Program also provides a mechanism for departments to report on the status of internal
controls, which tn turn provides a basis for the Auditor-Controller to evaluate the
condition of internal controls throughout the County.

Summary: “The Ventura County 2006-2007 Grand Jury issued a report which
documented findings and concems with the implementation of the CSA. As a
consequence, the A-C has updated the CSA, developed an enhanced questionnaire, and
issued it with updated instructions.”

Respoase: Respecttully disagree. Our update of the CSA Program was planned well
before the Grand Jury’s review and therefore was not a consequence of the Grand Jury’s
report.

F-01: A tri-annual Department Internal Control Self-Assessment Program was initiated
by the A-C and the CEO in February 2004. The current CSA requires every department
to be responsible for reviewing its internal controls, determining risk areas within its
operations, and strengthening its internal control structure.

Response: Partially agree in that the CSA Program was first initiated in February 2004.
However, good business practice, not the CSA, requires departments/agencies to review
internal controls, determine risk areas, and strengthen the internal control structure. The
CSA Program serves as a reminder of these department responsibilities and provides
guidelines for departments to consider in their ongoing assessment of internal controls.
The CSA Program also provides a mechanism for departments to report on the status of
internal controls and the basis for the Auditor-Controller to evaluate the condition of
internal controls throughout the County.

Also, as a matter of clarification, the Grand Jury’s use of the term “tri-annual” may imply
a program initiated three times a year. The CSA is a triennial program (i.e. the program is



initiated once every 3 years.)
F-05: The CSA is prifnarily focused on financial controls versus eperational controls.

Response: Respectfully disagree. Certainly, financial controls are fundamental to the
County’s internal control structure. The Department Internal Control Questionnaire,
which was provided to departments to use a starting point for evaluating internal controls,
focuses on financial controls because of the fundamental nature of these controls. In
addition, financial operations are often based on common internal control areas, such as
cash, accounts payable, etc., which lend themselves to common questions. However, the
questionnaire represents only one tool for departments to use in assessing internal
controls. Departments were instructed to perform a risk assessment of all significant
operations, which may then lead to an assessment of operational controls as well.

F-13: A nsk assessment is an outcome of the CSA. The A-C is responsible for
conducting a county-wide risk assessment of all agencies and departments.

Response: Partially agree. There are several risk assessments conducted for different
" purposes. We conduct an annual countywide risk assessment in connection with the
development of the annual Audit Plan. In addition, during our validations of departments’
CSA responses, we may find that some departments do not assess risks on a regular basis;
therefore, the required risk assessment could be considered “an outcome of the CSA.”
However, for departments to meet the ongoing responsibility of assessing internal
controls as discussed in our response to F-01 above, risk assessments must be performed
periodically by departments. In addition, the risk assessment process is more of an input
to the CSA process, rather than an outcome. Departments were instructed to perform a
risk assessment before evaluating internal controls, to identify control activities needed to
mitigate specific risks.

F-16: CEO Program Management Analysts participate in both entrance and exit
interviews on departmental audits.

Response: Respectfully disagree. Although we welcome Program Management Analysts
(PMAs) to attend audit entrance and exit conferences, this office cannot recall one
instance where a PMA attended a meeting for an internal audit.

F-28: In order to improve the CSA, audit procedures now provide for staff auditors to
meet with agency and department staff to provide guidance and implementation
assistance and to help identify areas of potential financial exposure.

Responses: Disagree. Staff auditors meet with departments to provide guidance and help
identify areas of exposure. However, such audit procedures have always been part of the
Internal Audit Division. These procedures have not “now” been implemented, as
suggested by the finding.

F-36: The Treasurer-Tax Collector will participate in the mandatory 2007 CSA using the



2004 CSA questionnaire completed in January 2007 (and the Public Administrator/Public
Guardian questionnaire was completed in February, 2007) in conjunction with extensive
external audits.

Response: Agree. However, clarification is necessary to explain that, although the
Treasurer-Tax Collector used the 2004 Questionnaire, the Treasurer-Tax Collector will
be expected to meet all new requirements set forth in the 2007 CSA Program. In addition,
the Treasurer-Tax Collector is audited frequently with internal audits as well as external
audits.

C-05: CSA responses to the A-C were not timely. Due dates were widely missed.

Response: Partially disagree. While responses were not always timely, departments in
general were-receptive to the CSA Program in concept. Given that the CSA is a relatively
new program, some learning curve is to be expected. Although we agree that the majority
of confirmations due on July 31, 2007 were late, the vast majority of departments
submitted their completed assessments by the due date of October 31, 2007. Therefore,
the conclusion by the Grand Jury that “CSA responses to the A-C were not timely” and -
“Due dates were widely missed” mischaracterizes the general responsiveness of County
management.

R-01: The A-C and the CEO should document the roles and responsibilities for each of
their organizations for the CSA and include them in the County Administrative Policy
Manual. '

Response: Agree. We are currently working on a. County Administrative Policy, which
will also document the roles and responsibilities of County departments in addition to the
roles and responsibilities of the Auditor-Controller and CEO.

R-02: The A-C and the Human Resources Director should jointly conduct a
comprehensive study to resolve staffing, recruiting, and retention issues in the Audit
Department, and provide the results and recommendations to the CEO and the BOS.

Response: Agree. We believe that our recruitment and retention challenges stem from a
changing business environment, and consequently a high demand for Internal Auditors,
in the private sector. In addition, we believe that the County’s treatment of Internal
Auditors in terms of salary and classification need adjustment to reflect this changing
environment.

We formally requested that the prior Human Resources (HR) Director conduct a salary
parity study for the Internal Auditor series in October 2006. Our own informal study
indicated that Internal Auditor salaries for the County of Ventura were between 8 and 24
percent under parity compared to Southern California local governments. However, our
subsequent discussions with HR met with resistance and did not result in any action to
correct the disparity we identified. A follow-up request was seat to HR in October 2007
after we conducted another informal parity study, which showed that our Internal



Auditors may be as much as 29 percent under parity compared to other Southern
California counties. At that time, we also requested classification adjustments to the
Internal Auditor series.

We look forward to working with HR to resolve these issues.

R-03: The A-C and the CEO should issue joint quarterly reports to the BOS regarding
compliance of findings and recommendations for agency and department control issues.
The report should be incorporated in quarterly reports of departmental compliance with
the CSA to the BOS.

‘Response: Agree. Our joint letter with the CEO to the Board of Supervisors dated
December 18, 2007 included planned quarterly reports to the Board. As our CSA
validations are completed, the quarterly Board letters will summarize our findings.

R-04: The A-C should develop a plan to increase the use of contract audit firms to
resolve the backlog of potential discretionary audit areas that are identified each year in
the Audit Plan for the County, which cannot be completed by existing County staff.

Response: Partially agree. Some audits may be conducted by contracted auditors as
budget constraints allow. However not all contracted auditors have knowledge of county
operations, which requires training and staff support. Therefore, many of the
discretionary audits in the Audit Plan may not be conducive to a contract audit. For
example, we recently contracted with a firm to conduct a contract compliance audit,
which cost approximately twice the amount as would have been expected had the Internal
Audit Division conducted the audit. In addition, the initial audit findings failed to report a
significant yet basic control weakness, which was identified, not by the contracted
auditor, but by the Internal Audit Division. Therefore, we will continue to consider
contracted audits on a case-by-case basis, depending on the nature of the engagement and
as budgetary resources permit.



