
Management Letter on Review of the Schedule of Assets 
Held by the County Treasury as of December 31, 2020

Frank Davies, CPA
Orange County Auditor-Controller

A
ud

it 
N

um
be

r 2
00

7
Re

po
rt

 D
at

e:
 Ju

ne
 8

, 2
02

1

Audit Manager: Michael Steinhaus, CPA, CGMA 
Auditor II: John Lim

In
te

rn
al

 A
ud

it







 

 Management Letter 

Management Letter on Review of the Schedule of Assets 
Held by the County Treasury as of December 31, 2020 
Audit No. 2007  Page 2 

 
Finding #1: Northern Trust Demand Account was Not Recorded in Quantum 
Significant Deficiency 
 
Criteria 
Government Code Section 26920 states that "At least once in each quarter, the county auditor 
shall perform, or cause to be performed, a review of the treasurer's statement of assets in the 
county treasury... The review shall include... verifying that the records of the county treasurer and 
auditor are reconciled pursuant to Section 26905." Government Code Section 26905 states that 
"...the auditor shall reconcile the cash and investment accounts as stated on the auditor's books 
[CAPS+] with the cash and investment accounts as stated on the treasurer's books [Quantum]... 
to determine that the amounts in those accounts as stated on the books of the treasurer are in 
agreement with the amounts in those accounts as stated on the books of the auditor." Established 
internal controls require that the financial records of the Treasury accurately reflect the cash and 
investment accounts. 
 
Condition 
During our review of the Treasurer-Tax Collector (T-TC) bank reconciliation as of December 31, 
2020, we noted balances from Northern Trust OCMMF of $42,000,000 and Northern Trust X-
Fund of $51,321,560 totaling $93,321,560 that were reported in the Schedule of Assets as of 
December 31, 2020 as investments. However, the reports provided by Northern Trust show that 
Northern Trust considers these amounts to be cash. Regardless of whether the amounts are cash 
or investments, they were not recorded in Quantum. 
 
We classify this finding as a significant deficiency when combined with the control deficiency 
identified in the Management Letter on Review of the Schedule of Assets held by the County 
Treasury as of September 30, 2016 and again in the Management Letter on Review of the 
Schedule of Assets held by the County Treasury as of September 30, 2019, for which T-TC’s 
corrective action is still in process. 
 
Cause 
T-TC incurred COVID related staff shortages in the office and "the decision was made to 
minimize any wire transfers during this week and to not transfer the cash from maturities to our 
Wells Fargo bank account, but instead to leave them invested in the Northern Trust (NT) MMMF 
linked to each custody account overnight." The MMMF linked to the County's Money Market 
Fund and Extended Fund are not set up in Quantum and excluded from automated reporting 
and compliance testing. 
 
Effect 
These accounts totaling $93,321,560 are included in the Schedule of Assets as of December 31, 
2020, but cannot be reconciled pursuant to Government Code Section 26905 because they are 
not stated on the books of the treasurer (Quantum). 
 
Recommendation 
We recommend that T-TC management ensure that all accounts included in its Schedule of 
Assets are recorded in Quantum. 
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Management’s Response 
Treasury Management is working with its vendor to add the appropriate Northern Trust MMMFs 
to Quantum either, prior to, or shortly after the new version of Quantum goes-live. 
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For purposes of reporting our findings and recommendations, we will classify report items into 
three categories: 
 

Control Deficiency 
A control deficiency exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, 
to prevent or detect misstatements on a timely basis. 
 
Significant Deficiency 
A significant deficiency is a control deficiency, or combination of control deficiencies, that 
adversely affects the entity’s ability to initiate, authorize, record, process, or report financial 
data reliably in accordance with generally accepting accounting principles such that there 
is more than a remote likelihood that a misstatement of the entity’s financial statements 
that is more than inconsequential will not be prevented or detected by the entity’s internal 
control. 
 
Material Weakness 
A material weakness is a significant deficiency, or combination of significant deficiencies, 
that results in more than a remote likelihood that material misstatement of the financial 
statements will not be prevented or detected by the entity’s internal control. 
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