
 

Orange County Transportation Authority 
550 South Main Street / P.O. Box 14184 / Orange / California  92863-1584 / (714) 560-OCTA (6282) 

June 8, 2011 
 
 
To: Finance and Administration Committee  
 
From: Will Kempton, Chief Executive Officer 
 
Subject: Financial and Compliance Audits of the Orange County Service 

Authority for Abandoned Vehicles, the Member Cities, and the 
County of Orange 

 
 
Overview 
 
Pursuant to Section 9250.7 of the Vehicle Code, audits have been completed 
of the Orange County Service Authority for Abandoned Vehicles and each of its 
member jurisdictions, including all 34 Orange County cities and the County of 
Orange. The audits were conducted by Mayer Hoffman McCann, P.C. for the 
fiscal year ended June 30, 2010. Recommendations have been offered to 
ensure compliance with program guidelines. Included in the audit reports are 
recommendations that the cities of Anaheim, Costa Mesa, and Westminster 
refund amounts received for abatements that were reported but were not 
adequately supported. The cities of Anaheim and Costa Mesa agreed to revise 
their reports and provide refunds; however, the City of Westminster maintains 
that the report submitted is accurate and no refund is owed. Therefore, the 
Internal Audit Department is recommending that the Orange County 
Transportation Authority withhold the amount due from a future payment to the 
City of Westminster.  
 
Recommendations  
 
A. Receive and file financial and compliance audits of the Orange County 

Service Authority for Abandoned Vehicles and its member agencies, 
including all 34 Orange County cities and the County of Orange. 
 

B. Direct staff to offset a future payment to the City of Westminster in the 
amount of $13,450.64. 
 

C. Direct staff to monitor implementation of recommendations related to 
refunds from the cities of Anaheim and Costa Mesa in the amounts of 
$1,436.84 and $706.00, respectively.  
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D. Direct staff to monitor implementation of recommendation related to 
restoration of funds by the cities of La Habra, Los Alamitos, and Orange. 
 

E. Direct staff to enhance the User Guide for Member Agencies to include 
additional guidance on supporting documentation for expenditures and 
allocation of interest. 

 
Background 
 
Assembly Bill 4114 enabled counties to authorize the creation of a service 
authority to handle the increasing problem of abandoned vehicles throughout 
the State of California. Specifically, the law allows a service authority to be 
established and to impose a vehicle registration fee of $1.00 per year to fund 
an abatement program. On October 17, 1991, the Orange County 
Transportation Authority (OCTA) Board of Directors approved resolutions 
establishing the Orange County Service Authority for Abandoned 
Vehicles (SAAV). OCTA developed the program and continues to administer it.  
 
The California Highway Patrol issues an Abandoned Vehicle Abatement 
Program Handbook (Handbook) that provides uniform guidelines for 
establishment of Abandoned Vehicle Abatement Plans and for authorized 
expenditures. In December 2008, the Handbook was updated to include 
biennial audit requirements.  
 
Mayer Hoffman McCann, P.C. (MHM) was engaged to perform required 
financial and compliance audits of the SAAV and all of the member agencies 
(including 34 Orange County cities and the County of Orange). The audits 
included testing to ensure expenditures and abatement activity by member 
agencies were properly supported and qualified per the Handbook. 
 
Discussion 
 
Audits were performed of the SAAV, its 34 member agencies, and the County 
of Orange. The attached Summary of Audit Findings and Recommendations 
Orange County Service Authority for Abandoned Vehicles Financial and 
Compliance Audits for the Year Ended June 30, 2010 (Attachment A) reflects 
these audits.  
 
Findings and Recommendations 
 
The City of Westminster (Westminster) could not provide documentation to 
support 14 vehicles reported on the Fiscal Year 2009-10 SAAV Member 
Agency Annual Report (Annual Report) as abated. MHM recommended 
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Westminster submit a revised Annual Report and refund the amount received 
for these abatements, totaling $13,450.64. Westminster agreed to provide 
training to employees to ensure proper documentation in the future but did not 
agree to reimburse OCTA, citing their belief that the vehicles reported were 
qualified. Internal Audit is recommending that OCTA staff withhold the amount 
due from a future payment. MHM’s report and Westminster’s response are 
included as Attachment B. 
 
The City of Huntington Beach (Huntington Beach) used program revenues to 
fund police helicopter and Air Support Unit expenses. MHM found these 
expenditures unqualified; however, through discussion and review noted that 
Huntington Beach does incur qualified personnel costs related to the program. 
As such, MHM recommended that Huntington Beach replace the unqualified 
expenditures with qualified personnel costs and submit a revised Annual 
Report. MHM’s report and Huntington Beach’s response are included as 
Attachment C. 
 
The cities of Anaheim (Attachment D) and Costa Mesa (Attachment E) could 
not provide sufficient documentation to support one of the vehicle abatements 
reported on their Annual Report. MHM recommended the cities submit revised 
Annual Reports and refund the amounts received for the abatements. Both 
cities agreed to revise their Annual Report and refund the amounts. 
 
The cities of Anaheim, Costa Mesa, Huntington Beach, Westminster, and six 
other cities did not maintain sufficient documentation to support personnel 
costs charged to the program; however, MHM performed alternate audit 
procedures to validate the costs and concluded that amounts claimed 
appeared reasonable. MHM recommended that the cities implement 
procedures to track and document time spent on the program and all of the 
cities responded that procedures had been, or will be, implemented. The six 
other cities included Brea, Buena Park, Fullerton, Laguna Beach, Santa Ana, 
and Seal Beach. 
 
The cities of La Habra, Los Alamitos, and Orange also did not maintain 
sufficient documentation to support personnel costs charged to the program; 
however, MHM was unable to validate the amounts claimed by the cities. MHM 
recommended these cities restore program funds in an account until qualified, 
documented expenditures have been incurred. The cities agreed with MHM’s 
recommendation and indicated that funds would be restored and applied 
against future qualified, documented expenditures. 
 
In addition to findings and recommendations related to agencies’ compliance 
with SAAV guidelines, MHM has made one recommendation related to OCTA’s 
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administration of the program (Attachment F). MHM recommended that OCTA 
staff update the User Guide for Member Agencies to include guidance on 
maintaining supporting documentation for program expenditures and a 
requirement that interest be allocated to unspent program funds and be used 
on program related activities. OCTA management agreed to update the SAAV 
User Guide for Member Agencies as recommended. 
 
Summary 
 
Audits have been completed of the Orange County Service Authority for 
Abandoned Vehicles and each of its member jurisdictions.  External auditors 
Mayer Hoffman McCann, P.C. have provided recommendations to both 
member agencies as well as one recommendation to improve OCTA’s 
administration of the program. Internal Audit is recommending that the Orange 
County Transportation Authority withhold $13,450.64 from a future payment to 
the City of Westminster. 
 
Attachments 
 
A. Summary of Audit Findings and Recommendations Orange County 

Service Authority for Abandoned Vehicles Financial and Compliance 
Audits for the Year Ended June 30, 2010  

B. City of Westminster, California Abandoned Vehicle Abatement Program 
Financial Statement, Year Ended June 30, 2010 

C. City of Huntington Beach, California Abandoned Vehicle Abatement 
Program Financial Statement, Year Ended June 30, 2010 

D. City of Anaheim, California Abandoned Vehicle Abatement Program 
Financial Statement, Year Ended June 30, 2010 

E. City of Costa Mesa, California Abandoned Vehicle Abatement Program 
Financial Statement, Year Ended June 30, 2010 

F. April 26, 2011 letter from Mayer Hoffman McCann, P.C. to Janet Sutter 
 
Approved by: 

 

 
 
 
 

Janet Sutter  
Acting Executive Director, Internal Audit 
(714) 560-5591 

 
 

 



SUMMARY OF AUDIT FINDINGS AND RECOMMENDATIONS
Orange County Service Authority for Abandoned Vehicles

Financial and Compliance Audits for the Year Ended June 30, 2010  
City Finding Recommendation Management Response

Aliso Viejo None
Anaheim NOTE: This report is included in its entirety at 

Attachment D .                                                                     
1. Anaheim did not maintain adequate documentation to 
support personnel costs charged to the program. 
However, auditors were able to perform alternate audit 
procedures and deemed the charges reasonable.              
2.  Auditors tested a sample of 25 abatements reported 
by Anaheim on the 2009-10 SAAV Member Agency 
Annual Report (Annual Report) and found one lacked 
sufficient evidence that it was a qualified abatement.

1. Anaheim should implement policies and procedures to 
track and document time spent on program-related 
activities to ensure costs charged to the program are 
allocable and properly supported.                                        
2. Auditors recommended Anaheim implement 
procedures to ensure only qualified abatements are 
reported and submit a revised Annual Report, along with 
a refund to OCTA.

1. Anaheim has established and implemented a policy 
and procedures to separately track program-related 
costs.   
2. Anaheim agreed to implement procedures to ensure 
only qualified abatements are reported and to revise its 
Annual Report and provide a refund as recommended.

Brea Brea did not maintain adequate documentation to 
support personnel costs charged to the program. 
However, auditors were able to perform alternate audit 
procedures and deemed the charges reasonable.              

Brea should implement policies and procedures to track 
and document time spent on program-related activities to 
ensure costs charged to the program are allocable and 
properly supported.

Brea agreed to implement procedures to track time spent 
on program-related activities separately.          

Buena Park Buena Park did not maintain adequate documentation to 
support personnel costs charged to the program. 
However, auditors were able to perform alternate audit 
procedures and deemed the charges reasonable.              

Buena Park should implement policies and procedures to 
track and document time spent on program-related 
activities to ensure costs charged to the program are 
allocable and properly supported.

The Community Development Department has already 
implemented procedures for documenting hours related 
to abandoned vehicle abatement activities and will 
extend these procedures to include other departments 
involved in abatement cases.

Costa Mesa                NOTE: This report is included in its entirety at 
Attachment E.                                                                      
1. Costa Mesa did not maintain adequate documentation 
to support personnel costs charged to the program. 
However, auditors were able to perform alternate audit 
procedures and deemed the charges reasonable.              
2 Auditors reviewed documentation supporting the two

1. Costa Mesa should implement policies and 
procedures to track and document time spent on 
program-related activities to ensure costs charged to the 
program are allocable and properly supported.                   
2. Auditors recommended that Costa Mesa implement 
procedures to ensure only qualified abatements are 
reported and submit a revised Annual Report along with

1. Costa Mesa concurs and will implement policies and 
procedures to track personnel costs pertaining to 
program-related activities.                                                    
2. Costa Mesa agreed to implement procedures to 
ensure only qualified abatements are reported and to 
submit a revised Annual Report and refund to OCTA.

2. Auditors reviewed documentation supporting the two 
abatements reported by Costa Mesa on the 2009-10 
SAAV Member Agency Annual Report (Annual Report) 
and found one of the two did not qualify under the 
program.                                                      

reported and submit a revised Annual Report, along with 
a refund to OCTA.

Cypress None
Dana Point None

Fountain Valley None
Fullerton Fullerton did not maintain adequate documentation to 

support personnel costs charged to the program. 
However, auditors were able to perform alternate audit 
procedures and deemed the charges reasonable.              

Fullerton should implement policies and procedures to 
track and document time spent on program-related 
activities to ensure costs charged to the program are 
allocable and properly supported.

Subsequent to the audit, Fullerton has implemented 
policies and procedures to track time spent on program-
related activities.

Garden Grove None                                               
Huntington Beach NOTE: This report is included in its entirety at 

Attachment C.
Huntington Beach used program revenues to partially 
fund helicopter and Air Support Unit expenses. The 
auditors did not accept these costs as qualified but, 
through discussion and review, identified qualified 
personnel related costs are incurred by Huntington 
Beach.                                        

Huntington Beach should revise their Annual Report to 
reflect replacement of unqualified helicopter and Air 
Support Unit expenses with qualified personnel related 
costs. In addition, Huntington Beach should implement 
procedures to track and document time spent on 
program-related activities.

Huntington Beach agreed to revise and resubmit the 
Annual Report to reflect the replacement of helicopter 
and Air Support Unit expenses with qualified personnel 
related costs. In addition, Huntington Beach agreed to 
identify procedures that will further support the 
documentation of program-related activities.

Irvine None
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SUMMARY OF AUDIT FINDINGS AND RECOMMENDATIONS
Orange County Service Authority for Abandoned Vehicles

Financial and Compliance Audits for the Year Ended June 30, 2010  
City Finding Recommendation Management Response

La Habra La Habra used $30,176 in program revenues to partially 
fund the cost of six full-time police officers but did not 
maintain adequate documentation to support the 
allocation of costs.                                                        

La Habra should restore the funds to an account until 
qualified, documented expenditures have been incurred. 
La Habra should also implement policies and procedures 
to track and document time spent on program-related 
activities to ensure costs charged to the program are 
allocable and properly supported.  

La Habra agreed to restore program funds and to 
implement policies and procedures to support personnel 
costs charged to the program.

La Palma None
Laguna Beach Laguna Beach did not maintain adequate documentation 

to support personnel costs charged to the program. 
However, auditors were able to perform alternate audit 
procedures and deemed the charges reasonable.              

Laguna Beach should implement policies and 
procedures to track and document time spent on 
program-related activities to ensure costs charged to the 
program are allocable and properly supported.

Laguna Beach agreed to implement procedures to track 
time spent on program-related activities.

Laguna Hills None
Laguna Niguel None
Laguna Woods None

Lake Forest None
Los Alamitos Los Alamitos used program revenues to partially fund the 

personnel costs of one code enforcement officer but did 
not maintain adequate documentation to support the 
allocation of costs.            

Los Alamitos should restore the funds to an account until 
qualified, documented expenditures have been incurred. 
Los Alamitos should submit a revised Annual Report to 
reflect the restoration of funds and should implement 
policies and procedures to track and document time 
spent on program-related activities to ensure costs 
charged to the program are allocable and properly 
supported. 

Los Alamitos agreed to restore and hold the funding for 
future qualified expenditures and to maintain detailed 
records of program-related activities in the future.

Mission Viejo None
Newport Beach None

Orange Orange used program revenues to partially fund the Orange should restore the funds to an account until Orange agreed and indicated that they intend to perform g g p g p y
personnel costs of three parking control officers but did 
not maintain adequate documentation to support the 
allocation of costs.

g
qualified, documented expenditures have been incurred. 
Orange should submit a revised Annual Report to reflect 
the restoration of funds and should implement policies 
and procedures to track and document time spent on 
program-related activities to ensure costs charged to the 
program are allocable and properly supported.

g g y p
time and motion studies to develop an average cost 
basis for each abate notice issued or vehicle towed and 
will then submit an amended Annual Report. Orange will 
also use this for future Annual Reports.

Placentia None
Rancho Santa Margarita None

San Clemente None
San Juan Capistrano None

Santa Ana Santa Ana did not maintain adequate documentation to 
support personnel costs charged to the program. 
However, auditors were able to perform alternate audit 
procedures and deemed the charges reasonable.              

Santa Ana should implement policies and procedures to 
track and document time spent on program-related 
activities to ensure costs charged to the program are 
allocable and properly supported.

Santa Ana agreed to implement procedures to track time 
spent on program-related activities.          

Seal Beach Seal Beach did not maintain adequate documentation to 
support personnel costs charged to the program. 
However, auditors were able to perform alternate audit 
procedures and deemed the charges reasonable.              

Seal Beach should implement policies and procedures to 
track and document time spent on program-related 
activities to ensure costs charged to the program are 
allocable and properly supported.

Seal Beach agreed to implement procedures to track 
time spent on program-related activities.          

Stanton None
Tustin None
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SUMMARY OF AUDIT FINDINGS AND RECOMMENDATIONS
Orange County Service Authority for Abandoned Vehicles

Financial and Compliance Audits for the Year Ended June 30, 2010  
City Finding Recommendation Management Response

Villa Park None
Westminster NOTE: This report is included in its entirety at 

Attachment B.                                                                   
1. Westminster did not maintain adequate documentation 
to support personnel costs charged to the program. 
However, auditors were able to perform alternate audit 
procedures and deemed the charges reasonable.              
2. Auditors reviewed documentation on file for 25 
abatements reported on Westminster's 2009-10 SAAV 
Member Agency Annual Report (Annual Report) and 
found that 14 lacked evidence of a qualified abatement.

1. Westminster should implement policies and 
procedures to track and document time spent on 
program-related activities to ensure costs charged to the 
program are allocable and properly supported.                   
2. Westminster should implement procedures to ensure 
sufficient documentation is maintained to support 
abatements reported. In addition, Westminster should 
submit a revised Annual Report, and provide refund for 
the unsupported abatements, to OCTA.

1. Beginning with the fiscal year 2010-11, all personnel 
costs will be noted and tracked on timesheets and the 
abatement program will be separated into its own fund.     
2. Westminster has since been training employees to 
properly document items. However, Westminster does 
not believe any of its prior submissions were filed 
incorrectly, and, therefore, does not believe Westminster 
owes OCTA any reimbursements.

Yorba Linda None
County of Orange None
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