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“Enhancing Public Trust in Government”
SUMMARY RESULTS AT A GLANCE
Children’s Services Council (“CSC”) senior management requested that the Office of
Inspector General, Audit Section, perform an external quality review of CSC’s Audit and
Compliance Department (“ACD”). The review focused on ACD’s audit processes and
documentation of work performed.
In fulfilling its mission of providing services to the children of Palm Beach County, CSC
contracts with various third party service providers (“agencies”). As of June 30, 2012,
36 agency contracts were in place, encompassing more than 70 programs, and funded
at over $80 million. Agency contract compliance, both program performance and fiscal
elements, is subject to audit by ACD. ACD also conducts internal audits within CSC.
We noted several opportunities for improvement in ACD’s approach and performance of
agency and internal audits:
Pre-Audit Planning:
•
•
•
•
•

Need for better linkage of conclusions regarding agency internal controls, input
from the CSC Program Divisions, and other risk factors used by ACD to decide
which audit procedures are to be performed during a respective agency audit.
Perform risk-based agency audits in addition to the current practice of cyclical
audits to enable application of limited audit resources to the highest risk agencies
and programs.
Develop more robust audits of “Lead Agency” service providers to address the
agency’s compliance with CSC’s expectations for monitoring controls over
subcontractors.
Enhance the audit sampling methodology to provide a more representative sample
across the period under review and reduce the predictability of the operating
expenditures that may be selected for audit.
Implement “continuous audits” of agencies to reduce the audit cycle time and take
advantage of current, auditable data provided by agencies in their monthly fiscal
submissions (via the internet-enabled application “SAMIS”).
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Audit Fieldwork:
•
•
•

Improve the documentation of the audit work performed to substantiate its
completion and conclusions reached, as well as comply with professional
standards.
Formalize the system of quality control over the audit process to prevent or detect
audits that are inconsistent with plans and professional standards.
Consistently document supervisory review of audit work performed, with emphasis
on verifying that all planned audit activities were completed.

Audit Report and Other Matters:
•
•
•
•

Eliminate recurring agency audit findings by formally engaging other CSC
personnel in monitoring roles to oversee implementation of corrective action.
Implement a formal program for ACD staff professional certification and on-going
professional education to ensure that competent staff are performing audits and
complying with professional standards.
ACD performance metrics, such as elapsed time between completion of audit
fieldwork and audit report issuance, need to be developed and tracked.
Re-implement auditee surveys to aid in modifying the audit process to be more
effective and efficient.

We have made 18 recommendations to improve ACD operations in the areas we
identified. CSC management has acknowledged the recommendations and has
designed improvement actions to address them. We have summarized management’s
responses to the Findings and Recommendations in the body of the report, and have
included management’s complete response as Attachment 1.
BACKGROUND
Children’s Services Council of Palm Beach County is an independent special taxing
district of local government, as authorized by Florida Statute and created by local
referendum in 1986.
In fulfilling its mission of providing services to the children of Palm Beach County, CSC
contracts with various agencies. As of June 30, 2012, 36 agency contracts were in
place at CSC, encompassing more than 70 programs, and funded at over $80 million.
Agency contract compliance, both program performance and fiscal elements, is subject
to audit by ACD. CSC established the ACD in 2006 to perform agency audits, typically
on a 14-16 month cycle. Beginning in fiscal year 2011-2012, ACD was also tasked with
planning and initiating an internal audit program within CSC. An operating goal of ACD
is to be in general compliance with the Institute of Internal Auditors International
Standards for the Professional Practice of Internal Auditing.
The ACD consists of a Director, four auditors, and a part-time budget specialist. The
Director reports functionally to the CSC CFO, and is directed by the CSC CEO Group,
comprised of senior management. It is the CEO Group’s policy to update the nine
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member Council of significant matters noted in audit reports (See related Auditor’s Note,
Page 11). During the 12-month period ended June 30, 2012, ACD completed 25
agency audits and one internal audit.
The annual ACD annual budget is approximately $629,000.
OBJECTIVES, SCOPE AND METHODOLOGY
Our primary review objective was to develop improvement recommendations regarding
ACD’s audit processes and operations by:
•
•

Review of ACD’s policies and procedures.
Review of documentation of ACD’s planning, fieldwork and reports of agency
audits and CSC internal audits.

The scope of our review covered ACD’s activities during fiscal years 2010-2012.
We obtained an understanding of CSC goals for ACD, reviewed ACD policies and
procedures, tested a sample of audit project electronic and hard copy work papers and
reports, and reviewed staff credentials and training. We held discussions with CSC
senior management, program, finance, and ACD personnel.
This review was conducted in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the work to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and
conclusions based on our objectives. We believe that the evidence obtained provides a
reasonable basis for the findings and conclusions based on our audit objectives.
FINDINGS
AND
RECOMMENDATIONS
Our specific findings and corresponding recommendations are noted below.
FINDING (1): NEED FOR BETTER LINKAGE OF AGENCY AUDIT RISK FACTORS
TO THE ACD AUDIT PLAN OF WORK TO BE PERFORMED
Agency audits are performed on a cyclical basis, typically every 14-16 months. The
audit procedures to be performed vary for each audit and should depend on ACD’s
review of risk specific to that agency. Risk factors that ACD considers in deciding which
audit procedures to perform are obtained through discussions with the CSC Program
Division staff concerning agency performance, fiscal aspects noted by the CSC CFO
and budget specialists, the review of program and financial reports, review of prior audit
work, and Nonprofits First (a certification provider) results, among other factors.
However, in our review of the audit files, we noted that the risk factors that ACD may
have considered and ACD’s decision on which audit procedures to perform on the
respective agency audit in response to the identified risk, were not documented.
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Lacking a clear link between the risk factors and the agency audit plan increases the
likelihood of omitting important audit procedures or over-auditing areas of less concern.
For example, we noted that CSC has begun contracting with “Lead Agencies”, whereby
the contracted agency has executed one or more subcontracts to obtain services. In
those cases, the focus of ACD activities is the quality and effectiveness of the Lead
Agency’s monitoring controls over its subcontractors. However, a tailored audit plan of
work focused on monitoring controls was not documented, and the work that was
performed could be more robust.
ACD’s approach to auditing Lead Agencies is developing during this initial year (fiscal
year 2011-2012) of such contracts, and ACD recognizes that it will need to be
significantly enhanced. We were informed that the approach to Lead Agency audits is a
topic at an upcoming off-site ACD team meeting.
Recommendations:
(1) For each agency audit, document the risk factors that ACD considered, the resulting
audit planning conclusions reached, and audit procedures to be performed based on
those conclusions.
(2) Periodically apply a similar approach as in Recommendation (1) to developing a
schedule of audits that includes risk-based reviews, to supplement the current
approach to performing cyclical audits.
(3) Due to the high relative importance of agency program performance, ACD should
provide each agency audit plan to the CSC Program Division Director for review
prior to commencing the audit to ensure that the audit will appropriately address
agency program performance.
(4) Develop a robust, documented audit approach to Lead Agency audits. We
recommend that the approach include periodic audits of subcontractors to verify the
quality of Lead Agency monitoring controls.
Summary of Management Response:
All recommendations will be implemented by January 1, 2013.
(1) ACD will require the development and documentation of specific risk factors,
in a cohesive manner, which will drive audit plans for the specific agencies.
(2) ACD previously applied a Risk Assessment approach to scheduling funded
agency audits. A risk-based policy will be re-instituted in October 2012, which
will be explicitly tied to recommendation #1 above, and guide the department’s
prioritization of its audit engagements.
(3) Children’s Services Council Auditors will immediately begin utilizing the
protocol outlined in recommendation #1 above, and as a result will provide a
4
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draft of each completed agency audit plan electronically to the Program
Performance Director and Officer for review and comment, no later than 2
weeks prior to commencing the audit engagement.
(4) ACD will revisit its current procedures for auditing CSC-funded Lead Agencies
and redefine its documentation requirements for both the Lead Agency and
the auditor conducting the review.

FINDING (2): REVISE THE AGENCY AUDIT SAMPLING METHODOLOGY TO
PROVIDE A MORE REPRESENTATIVE SAMPLE ACROSS THE PERIOD UNDER
REVIEW TO REDUCE PREDICTABILITY, AND IMPLEMENT CONTINUOUS
AUDITING
Typically, agency non-payroll expenditures of the first/last months of the program fiscal
year are audited. In order to capture all budget line items, a charge in another month
may be reviewed. This approach does not subject most months under audit to be
included in the audit sample, potentially missing non-compliant expenditures. When
conducting an audit, transactions and other activities across the entire period under
audit review should be sampled. In addition, from audit to audit, an agency learns
ACD’s audit approach, and may deliberately charge questionable costs in months that
are repeatedly excluded from ACD’s sample.
Noted in our review are the following examples of non-representative ACD audit
samples:
•

For an audit of a program administered by the agency “Housing Partnership”,
covering October 1, 2010 through September 30, 2011, non-payroll expenditures
were selected only from the month of September. Non-payroll expenditures were
50% of the total program budget of $2.17 million.

•

In the audit of the agency “Prime Time” ACD selected non-payroll expenditures for
the last month of the 15 months of activity reviewed, with a few operating
expenses selected from other months only if a budget expenditure category did not
have any expenditures incurred in that category during the last month of the period.
Therefore, a representative, random sample did not include the prior 14 months.

Recommendations:
(5) Perform a stratified sample, selecting more expenses for review in the first and last
month of the program year as those months are considered higher risk, and
performing a random sample across the entire period. Note: any specific risk areas
identified according to Recommendation (1) should also be included in the selection
of expenses to review in detail.
(6) As noted in the “Background” section of this report, agency audits are performed on
a 14-16 month cyclical basis, therefore the audits are a “look back” over an extended
5
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period. Given that agency expenditure data is readily available to ACD through each
agency’s monthly submission of data to CSC Finance, via the internet-enabled fiscal
reporting system that CSC requires agencies to use (the “SAMIS” system), we
recommend that ACD management direct continuous audit procedures over certain
elements of contract compliance, such as payroll and operating expenses, in order
to capture non-compliance and instruct corrective agency action on a more timely
basis.
Summary of Management Response:
All recommendations will be implemented by January 1, 2013.
(5) The audit plan will identify those months in the audit period where there may
be a heightened exposure to risk elements, which will form the basis for a
larger random sampling in the months of heightened risk, and across the
entire audit period.
(6) ACD and the Budget/Fiscal Department will develop and document a protocol
for continuous monitoring.

FINDING (3): IMPROVE DOCUMENTATION OF AUDIT WORK PERFORMED AND
AUDIT SUPERVISION, AND FORMALIZE AN OVERALL SYSTEM OF AUDIT
QUALITY CONTROL
ACD policy and procedures do not specify minimum documentation standards. The
following was noted:
•

The documentation contained in the ACD audit files (hardcopy or electronic) varied
significantly from audit to audit, and auditor to auditor, for the same audit procedures
performed. For many audit procedures, no documentation was present supporting
the performance of the work, unless a finding was noted. In addition, in one audit file
reviewed, for expenditure selections of a Housing Partnership program reviewed
(#638), it was very difficult to ascertain that the audit work had been performed, as
we noted the absence of auditor notes in the work papers to explain agency
expenses that would ordinarily have been questioned. As noted above, non-payroll
expenses were 50% of this program’s budget of $2.17 million.

•

In the projects reviewed, we noted cases where we could not ascertain that all work
specified in the audit program had been performed. In the Housing Partnership,
program #638 audit, capital assets acquired in the program year totaled
approximately $25,000, and a test of the physical existence of such assets was
called for in the audit program. However, when we could not locate any related
documentation, the ACD Director and OIG staff were informed by the ACD auditor
that the work had not been performed.

•

When ACD noted an audit finding in an agency audit, such as a disallowed cost, it
was unclear to us as to the follow-up ACD audit response to the matter other than
6
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reporting the finding, as it was not documented. When an audit finding is noted,
professional standards require documentation of the auditor’s follow-up response,
such as extending testing, reviewing the possibility of an agency internal control
defect, consideration of fraud, re-audit etc.
•

Supervisory review of the work performed by the auditors on agency and internal
audits was not consistently evidenced/documented.

The system of quality control over the ACD audit process, such as documentation
standards, review standards etc. is not formalized and documented. Professional
standards require a documented system of quality control to ensure the quality of audits.
Recommendations:
(7) The ACD Director should develop a policy on the nature and extent of audit
documentation that should be required in the work papers to support the conclusions
reached. This may include, for example, spreadsheets detailing what was reviewed
and conclusions reached, copies of original agency documents etc.
(8) The ACD Director or designee should cross-check between the audit plan/program
and work performed prior to concluding the agency audit.
(9) Document the ACD audit response to audit findings in agency audits to substantiate
that audit comfort was gained, that the issue was isolated, or that additional audit
procedures were needed in order to gain such assurance.
(10) The ACD Director should document the supervisory review of audit work to
substantiate completeness of the work performed and agreement with the
conclusions reached.
(11) The ACD Director should develop a documented system of quality control for ACD
work, consistent with professional standards (Government Auditing Standards,
Institute of Internal Auditor standards).

Summary of Management Response:
All recommendations will be implemented by January 1, 2013.
(7) The CSC Audit Director will develop a procedure document that standardizes
both the nature and extent of required audit documentation. The procedures
will include instructions to develop spreadsheets and/or other tracking
documentation as appropriate to define the nature and extent of any noted
audit exception, and most importantly the conclusions derived by the auditor
as a result of finding the particular exception.
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(8) The CSC Audit Director will implement a procedure to cross-check the audit
plan against the audit log for completeness prior to the audit being concluded,
as a newly implemented quality control element.
(9) The CSC Agency Compliance Auditor currently compiles an audit log; the
Audit Department will institute an enhanced use for this audit log, which will
remain intact as a mirror of the audit plan approved by the Audit Director and
Program Services Director, and serve as a cross-check document to be signed
off on by the Audit Director prior to the conclusion of the audit and agency exit
conference.
(10) Reference is made to #9 above as this recommendation will be satisfied with
the new process outlined therein.
(11) The CSC Audit Director, in collaboration with the CSC Controller and the
Program Division Chief/Directors, will utilize the protocols detailed in #7
through #9 above to redefine and implement a more robust quality control
system.
FINDING (4): IN ORDER TO ELIMINATE RECURRING AUDIT FINDINGS IN
SUBSEQUENT AGENCY AUDITS FORMALLY ENGAGE OTHER CSC PERSONNEL
The agency audit reports do not contain agency management’s response to the audit
findings. Reports are provided to the CSC Program Divisions and Finance for follow-up
with the agency. ACD does not monitor implementation.
Findings noted in an ACD agency audit could reflect less than optimal CSC monitoring
processes such as program and fiscal monitoring, or failure to comply with adequate
processes within CSC. Currently, such matters are handled by discussions/meetings
between ACD and any relevant CSC personnel following an agency audit.
Recommendations:
(12) Include management’s response in agency audit reports, as this will help ensure
the quality and value of audit findings, likelihood of implementation, and ability to
periodically follow-up on the status. In addition, it reduces the risk that an issue
deemed of significance by ACD is dismissed or neglected by others within CSC to
whom the issue is passed for follow-up.
(13) To ensure the quality, timeliness, and integrity of follow-up with the agency by the
CSC Program Officer (typical relevant party) or other relevant CSC personnel, the
CSC Program Division Director, and other relevant management of an area at issue,
should attend the Post Audit Meeting where audit results and follow-up should be
discussed and planned.
(14) Issue a formal internal report/memorandum to a responsible CSC Director or
above, simultaneously with the agency report, for matters discovered in an agency
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audit that relate to an opportunity to improve CSC internal processes and personnel
performance in their monitoring roles.
Summary of Management Response:
All recommendations will be implemented by January 1, 2013.
(12) The CSC Agency Compliance Auditor immediately will begin to capture
agency management response and convert them into the final report draft.
(13) The Program Performance Officers and Budget Specialists will be expected
to attend all post-audit conferences to assure that necessary follow-up and
support is given to the funded agencies regarding their management letter
responses and subsequent action steps. Content from the conferences will
feed into CSC’s Quality Assurance function.
(14) CSC ACD will institute an internal memorandum to be circulated to the
appropriate CSC management and staff person in those instances when the
funded agency did not resolve the issue(s) and repeat findings resulted.
FINDING (5):
A FORMAL PROGRAM FOR STAFF PROFESSIONAL
CERTIFICATION AND ON-GOING PROFESSIONAL TRAINING IS NEEDED TO
ENSURE
ON-GOING
STAFF
COMPETENCY
AND
ADHERENCE
TO
PROFESSIONAL STANDARDS
Presently, professional certification and training goals, such as required Continuing
Professional Education credits per auditing standards, are not formally planned and
tracked. Competencies need to be enhanced based on the increase in internal audit
activity. Professional standards (government and internal audit) require a minimum of
80 hours of continuing professional education in every two-year period.
Recommendation:
(15) Formally document professional certification and training goals, and track
achievement.
Encourage relevant professional certification and training
development. Specialized certification and training would enhance staff skill sets
used in assessing risks and conducting more complex and higher quality audits.
Summary of Management Response:
(15) CSC will revisit its requirements for competencies of Agency Compliance
Auditors in relation to its stated mission and needs, and is committed to
incorporating continuing professional educational components in individual
development plans as may be appropriate. As ACD moves to fully incorporate
the internal audit structure, ACD will assess the need for continuing
professional education units as it pertains to governmental and internal
auditing standards. This is a continuous improvement initiative.
9

OFFICE OF INSPECTOR GENERAL

AUDIT # 2012-A-0004

FINDING (6): ACD PERFORMANCE METRICS NEED TO BE DEVELOPED AND
TRACKED
ACD activities are not reviewed against a formal set of performance metrics and
benchmarks.
We noted, for example, that timeliness of audit report issuance is not tracked. In the
three audit projects selected for review, the time between the completion of fieldwork
and issuance of the audit report was 84, 59, and 35 days respectively. Accelerating the
completion and issuance of an audit report enhances its value, maintains audit
momentum that reduces the likelihood of reporting errors, and accelerates management
consideration of audit issues and recommendation, and the subsequent initiation of
corrective action.

Recommendation:
(16) Implement metrics and compare results to benchmarks and trends to guide
continuous improvement in key audit processes.
Summary of Management Response:
(16) ACD tracks certain metrics on an annual basis but it is acknowledged that
the process does not formally incorporate an overall metrics structure. ACD
will revisit audit metrics again this year by October 2012, and coordinate with
the program division (where applicable) for effectiveness.

FINDING (7): POST AUDIT SURVEYS ARE NOT BEING CONDUCTED
ACD, after conducting provider and internal audits, does not send feedback surveys to
auditees and other users of audit reports. Although used in prior years, it is our
understanding that surveys have not been used by ACD for the past two years.
Audit best practices include the use of post audit surveys to assist in improving audit
processes and increasing the value of audits. Surveys to CSC management and
departments could be particularly useful to ACD as it rolls out its internal audit function.
Recommendation:
(17) Use post audit surveys to aid in refining the ACD audit process.
Summary of Management Response:
(17) No later than at the beginning of the 2012/2013 fiscal year, ACD will reinstitute both an annual survey for all audit agencies included in the audit plan
for that year, and a survey at the end of each audit engagement.
10
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FINDING (8): SAMIS FISCAL DATA FROM AGENCIES LACKS IDENTITY AND
ATTESTATION OF THE SUBMITTER
While outside the scope of our audit, we noted that agencies, in submitting monthly
SAMIS data electronically that subsequently generate reimbursement, do not include
any affirmation as to the accuracy of the fiscal data. This could have legal and recovery
implications if errors or fraud are subsequently detected by CSC in ACD audits or
through other means, because the name of the submitter, an electronic signature, and
affirmation is not present.

Recommendation:
(18) The CSC General Counsel should consider reviewing this matter, and address any
exposure that may be present or enhancements that could be realized.
Summary of Management Response:
(18) CSC is currently conducting due diligence to determine how this
recommendation could be accomplished, and acknowledges that an
attestation of invoice submission is a valid enhancement to our business
operations and will be addressed judiciously.

Auditor’s Note:
Presently, the Audit & Compliance Department reports administratively to the CFO, and
functionally to the CSC CEO Group, consisting of the CSC CEO, CFO, General
Counsel, Chief of Program Services, and Chief of Communications. We discussed the
reporting relationship with the CEO Group, and noted that should CSC desire to fully
comply with Government Auditing Standards (section 3.31) and Institute of Internal
Auditors International Standards for the Professional Practice of Internal Auditing
(section PA 1110-1) regarding internal auditor independence, the reporting relationship
needs to be modified to include functional reporting to Council of CSC, or a Committee
thereof, and administratively to the CEO.
CSC management has opted to respond to the Auditor’s Note; the response is
summarized below, and the full response is included in Attachment 1, page 7.
Summary of Management Response to Auditor’s Note
CSC, in establishing the Audit & Compliance Department and its reporting relationship,
was aware of not meeting the respective standard. As reflected in its Charter, the
Department was established as an internal management tool.
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However, CSC will re-examine this reporting structure, in consultation with the Council,
in light of the functions assigned to Internal Audit and other factors.
ATTACHMENTS
Attachment 1 – Complete Management Response
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