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4.	 After the cards are received from the card custodian, the employee distributes them to the 
appropriate recipients. At a minimum, recipients must print and sign their name and date 
the prepaid card request to document their receipt of the prepaid cards. Departments 
must also follow any documentation requirements that are specific to the program or 
function for which they are distributing prepaid cards. 

5.	 The employee will return the request form signed by the card recipient as well as any 
undistributed cards to the card custodian. 

6.	 After verifying that all requested cards have been accounted for by reconciling the cards 
transferred to the requestor and any undistributed cards to the total amount requested, the 
card custodian places all undistributed cards back into inventory and adjusts the written 
log accordingly. 

Out of 11 offices visited during testing, 10 offices did not have proper receipting and distribution 
procedures. The foHowing conditions were noted during the testing phase of our audit: 

•	 The Clinic Operations has one main custodian of the gas cards, when the cards are given 
to outlying offices the outlying office is the only signature obtained for the transfer. 

•	 The Clinic Operations (two locations tested) does not document the signature of the end 
recipient. 

•	 The Clinic Operations issued several cards that had no value (when originally purchased 
from the vendor) and had to reissue replacement cards to the same recipients but did 
so without documentation of the reissue. 

The department was not aware of the need for documentation of receipting and distribution of
 
prepaid cards. Since the department does not document transfers and distribution, there is a risk
 
of prepaid cards being lost or an employee misappropriating and concealing it.
 

Recommendation:
 
We recommend that department update policies and procedures to ensure that the distribution
 
procedures are at a minimum equivalent to those listed above as noted in the newly issued
 
chapter of the ICCM.
 

Management's Response:
 
The Department will review and revise current distribution procedures to ensure proper
 
documentation of prepaid cards. The Department is working to standardize the distribution
 
procedure using the receipt and issuance log to properly document the distribution of all prepaid
 
cards.
 

Auditor's Response:
 
The Department's actions will correct the deficiencies noted in the finding.
 

Finding: Lack of Distribution of Policies and Procedures 

According to the ICCM Chapter 20, the department must develop written procedures for 
distributing and handling prepaid cards prior to acquiring them. Procedures must include 
instructions on: maintaining a chain of custody with adequate security and documentation, 
maintaining a continuous written log documenting card receipts, distributions, intradepartmental 
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movement (prepaid cards for a single program distributed to multiple locations) and related 
documentation, conducting monthly inventories of cards on hand, conducting monthly 
reconciliations of cards on hand, and reporting annual inventory to ACR. The Public Health 
administration does not have documentation of the programs receipt and use of the internal 
policies and procedures for the prepaid cards processes. 10 of the 11 offices visited were 
unaware of the written policies and procedures produced by management. One office used the 
interoffice memo from the Auditor Controller-Recorder's office dated June 25, 2008 as the 
operating procedures. Because of this one office was able to process a prepaid card purchase on 
an employee reimbursement form and another office purchased gift certificates with Petty Cash. 
The department was not aware of the need to have policies and procedures for prepaid cards. If 
the department does not have current policies and procedures, prepaid cards could be lost or 
misappropriated. 

Recommendation: 
We recommend that department update and distribute policies and procedures for all prepaid 
cards processes. 

Management's Response: 
The Department developed policies and procedures to ensure ACR's 06/25/08 New Fiscal Year 
End requirements for prepaid cards are met. The Department's current policies and procedures 
will be reviewed and revised to ensure it is consistent with the Revised County's Internal 
Controls and Cash Manual issued last June 8, 2009. It will be distributed and implemented to all 
programs. 

Auditor's Response: 
The Department's actions will correct the deficiencies noted in the finding. 

Finding: Inadequate continuous documentation 

According to the ICCM Chapter 20, the department must develop written procedures for 
distributing and handling prepaid cards prior to acquiring them. Procedures must include 
instructions on maintaining a continuous written log documenting card receipts, distributions, 
intradepartmental movement (prepaid cards for a single program distributed to multiple 
locations) and related documentation. Further, ICCM Chapter 2 states, all county managers are 
responsible for safeguarding assets, providing reliable financial records and complying with 
applicable laws and regulations. By establishing appropriate internal controls, management is 
provided reasonable assurance that their objectives are being met in a supportive control 
environment. Out of the 11 offices visited 4 did not keep adequate documentation of the cards 
on hand and issued. The following conditions were noted during the testing phase of our audit: 

•	 The Maternal Child and Adolescent Health program did not maintain a continuous log of 
cards on hand in the fiscal office. 

•	 One of the Clinical Operations program did not have documentation of distribution of 
one gift card. 

•	 Another two of the Clinical Operations programs did not have a continuous log for 
distribution of prepaid cards on hand. 

•	 During our count in Hesperia there was a $10.00 gas card on the continuous log as on 
hand that could not be located. 
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This office did not keep a log because they used the purchase documentation and distribution 
information instead. Without proper documentation of cards on hand and issued, prepaid cards 
could be lost or misappropriated. 

Recommendation: 
We recommend that the department maintain continuous written logs for documenting card 
receipts, distributions, and intradepartmental movement (including merchant, Card account 
number or ID, and Card denomination). Further, we recommend that the department complete a 
"Request for Relief from Liability" memo and submit it to the Internal Audits Section of the 
ACR per the instructions in Chapter 5 of the ICCM for the $10.00 gas card that could not be 
located. 

Management's Response: 
The Department is working to standardize the distribution procedure and programs were 
instructed to maintain a continuous receipt and issuance log. 

FAS submitted a "Request for Relief from Liability" for the $10.00 gas card that could not be 
located. It was determined that it was a clerical error. The card was issued to the client but not 
logged. 

Auditor's Response: 
The Department's actions will correct the deficiencies noted in the finding. 

Finding: Prepaid cards purchased that were not reported by Management 

According to the ICCM Chapters 20, the department should maintain departmental financial 
records of your operations and prepare reports as required by law andlor County policy. We 
found three purchases of prepaid cards that were not recorded on the 6/30/2008 inventory or the 
purchases log for fiscal year 2009. Cards from two of these purchases were on hand at the date of 
the counts. The department was not aware of the need to closely track the prepaid card inventory. 
Since the department does not properly track prepaid cards, there is a risk of monies being lost or 
an employee misappropriating cash equivalents and concealing it. 

Recommendation: 
We recommend that department update policies and procedures to ensure that the departmental 
maintains financial records of your operations and prepare reports as required by law andlor 
County policy as noted in the newly issued chapter of the ICCM. 

Management's Response: 
On June 25, 2008 the Department received a memo from ACR requesting all departments to 
conduct a physical inventory of prepaid cards as a new fiscal year-end procedure. Due to a short 
notice there were cards that were not reported in the 06/30/2008 inventory. As the program 
became aware of the need to track all prepaid cards, the cards purchased prior to 06/30/2008 
were ~ogged and tracked accordingly. The Department will update policies and procedures in 
order to monitor and track future purchases of prepaid cards and in general is discouraging the 
use of prepaid cards. 
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Auditor's Response:
 
The Department's actions will correct the deficiencies noted in the finding.
 

Thank you very much for the cooperation extended by your staff during the course of this audit.
 

Respectfully SUbmitted,
 

Larry Walker
 
Auditor/Controller-Recorder
 

By: 
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