
F O O T H I L L - D E  A N Z A  C O M M U N I T Y  C O L L E G E  D I S T R I C T  

Audit and Finance Agenda Item 
Meeting Date: 6/2/11 

 

Title of Item:     Performance Audits 
  
Background and Analysis: 
 
At the September 9, 2011 Audit and Finance Committee Meeting, staff and the Audit and 
Finance Committee agreed to contract with an independent certified public accounting firm, 
Vavrinek, Trine, Day & Co., LLP (VTD), for performance audits, in the following three areas: 
 

1. Follow-up on District Procurement Card Performance Audit 
2. Foothill College Cashiering Services Petty Cash/Change Fund Internal Controls 
3. Foothill College PE Facilities Rental and Cash Handling Procedures 

 
 
Procurement Card 
The initial performance audit was dated June 23, 2006.  Since this time period, staff have 
implemented numerous changes to the program in order to automate processes, improve 
documentation, and address the previously identified audit findings and recommendations.  For 
fiscal year 2010-11, VTD was engaged to review the new process changes and the status of the 
previous performance audit’s findings and recommendations.  The performance audit report is 
attached for your review.  Staff will provide management’s response to the audit findings and 
recommendations at the September 9, 2011 Audit and Finance Committee Meeting.  In fiscal 
year 2011-12, VTD will be contracted to perform detailed test work of procurement card 
transactions and to summarize the results of their most recent audit findings and 
recommendations. 
 
Foothill College Cashiering Services 
The performance audit report is attached for your review.  Staff will provide management’s 
response to the audit findings and recommendations at the September 9, 2011 Audit and Finance 
Committee Meeting. 
 
Foothill College PE Facilities Rental and Cash Handling Procedures 
This is a follow-up to the performance audit dated January 20, 2010.  It is VTD’s 
recommendation, and staff concur, that the performance audit be delayed until the start of the 
2011 football season, which is when we expect to see significant activity in concession sales.  A 
letter from Tom Brewer of VTD is attached summarizing the recommendation.  We expect to 
have the performance audit completed in time for presentation at the December 2, 2011 Audit 
and Finance Committee Meeting. 
 
   
Recommendation: (specify if information only)    For Information Only. 

 Submitted by: Kevin McElroy 
Additional contact names: Hector Quinonez 

Is backup provided? Yes 
 

































































FOOTHILL COLLEGE
ADMISSIONS AND RECORDS

PETTY CASH/CHANGE FUND PROCEDURES
PERFORMANCE AUDIT

FEBRUARY 7, 2011



May 23, 2011

Kevin McElroy, Vice Chancellor of Business Services
Foothill-De Anza Community College District
Los Altos, California

We were engaged to conduct a Performance Audit, subject to the terms of our engagement letter 
dated February 4, 2011.

Professional Standards.

We conducted this performance audit in accordance with Generally Accepted Government Auditing 
Standards for Performance Audits issued by the Comptroller General of the United States.  Those 
standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to 
provide a reasonable basis for our findings and conclusions based on our audit objectives.  We 
believe that the evidence obtained provides a reasonable basis for our findings and conclusions based 
on our audit objectives.

The Objective, Scope, and Criteria of the Performance audit are described below.

Objective.

The purpose of the engagement is to evaluate the procedures over the Petty Cash/Change 
Fund maintained by Foothill College Admissions and Records.

Scope.

The engagement was limited to procedures for the Foothill College Petty Cash/Change Fund 
maintained by Admissions and Records based upon written procedures and interviews.  We 
did not perform testing to verify that the procedures were operating as described.

The engagement did not include the District Fiscal office procedures for reimbursing the 
Petty Cash/Change Fund.  

Criteria.

The adequacy of the procedures was determined in accordance with the Committee of 
Sponsoring Organizations of the Treadway Commission (COSO) report Enterprise Risk 
Management – Integrated Approach.  The procedures evaluated were the District’s written 
procedures and additional documented procedures based on interviews with management and 
appropriate staff.
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Background.

Foothill College has established one $5,000 Petty Cash/Change Fund for the campus.  The Fund is 
maintained in the Admissions and Records Office.  It is used to make change for the cashiers in the 
Admissions and Records Office and to reimburse approved expenditures for low value supplies.  The 
Fund is generally replenished twice a quarter when petty cash reimbursed expenditures reach $1,200 
to $1,500; approximately $10,000 to $12,000 in expenditures flow through the Fund each year.  

Procedures.

 We obtained written Petty Cash Fund Operating Procedures issued by the District 
Accounting Office on February 23, 2005.

 We reviewed the written procedures and conducted interviews of the Registrar, the 
Cashiering Coordinator/Petty Cash Fund Custodian and the Part-time Senior Cashier
involved with Petty Cash handling at Foothill College Admissions and Records.  

 Based on our review of written documentation and our interviews we prepared the attached 
draft of procedures currently in practice and reviewed the drafts with the Registrar and the 
Cashiering Coordinator/Petty Cash Fund Custodian.  They agreed that the written 
documentation represents current practice related to the Petty Cash/Change Fund at Foothill 
College.  

 We evaluated the draft procedures based on the COSO criteria.

Internal Control Findings and Recommendations.

As indicated under Criteria above, we evaluated the District’s system of internal control under 
COSO.  This requires evaluation of five interrelated components which define the objectives of 
internal control which are: 1) Control Environment, 2) Risk Assessment, 3) Control Activities, 4) 
Information and Communication, and 5) Monitoring.

In the broadest sense internal controls include the plans, policies, methods, and procedures adopted 
by management to meet its missions, goals, and objectives.  Internal controls include the processes 
for planning, organizing, directing, and controlling program operations.  It includes the systems for 
measuring, reporting, and monitoring performance.  Internal control serves as a defense in 
safeguarding assets and in preventing and detecting errors, fraud, violations of laws, regulations, and 
provisions of contracts and grant agreements or abuse.  Safeguarding of assets is included in these 
objectives.  We applied these criteria to each of the areas under the scope of this engagement.

Results of Procedures.

A deficiency in internal control 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 and correct misstatements on a timely basis.

A significant deficiency in internal control over compliance is a deficiency, or a combination of 
deficiencies, in internal control that is less severe than a material weakness in internal control over 
compliance, yet important enough to merit attention by those charged with governance.  
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A material weakness is a deficiency, or combination of deficiencies, in internal control, such that 
there is a reasonable possibility that a material misstatement of the entity's financial statements will 
not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose and scope described in the 
preceding paragraphs and was not designed to identify all deficiencies in internal control that might 
be significant deficiencies or material weaknesses and therefore, there can be no assurance that all 
deficiencies, significant deficiencies, or material weaknesses have been identified.   Further, as 
indicated under the scope of the engagement we have not performed tests of the operation of the 
system of internal controls therefore our limited procedures would not disclose lack of compliance 
with the internal control procedures.  

The following findings discuss deficiencies in internal control.  We did not classify the control 
deficiencies as a significant or material weakness.

Our findings and recommendations that follow are offered as improvements that could further 
strengthen the internal controls or improve efficiency.

Documentation.

A system of internal controls should be documented in writing and communicated to affected 
management and staff to improve compliance with unwritten procedures, establish responsibility and 
accountability, and provide guidance in the event of employee turnover.

 Documentation of Procedures.  Petty Cash Fund Procedures were in writing but did not 
include all processes. We have prepared the draft procedures attached based on interviews 
with the Registrar and the Petty Cash/Change Fund Custodian.  The draft procedures attached 
are limited to the Petty Cash/Change Fund process by the Admissions and Records Office at 
Foothill College. 

Management should review the draft procedures and our recommendations, determine any 
modifications that may be needed, and officially adopt procedures to provide a basis for 
auditing compliance and establishing accountability.

 Distribution of Procedures.  The Petty Cash/Change Fund Custodian does not have a copy 
of the Petty Cash Fund Operating Procedures issued by the District Accounting Office on 
February 23, 2005. If procedures are not communicated to affected management and staff, 
employees may be inclined to change procedures to accommodate workload and changing 
environment.  

Management should verify that staff have received a copy of written procedures applicable to 
their position and ensure that the procedures are understood.  Written confirmation of 
receipt is advisable.
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Monitoring.

The Petty Cash/Change Fund is counted two times a year by the Petty Cash Custodian and the Part-
time Senior Cashier at the same time but independently.  They each prepare a Petty Cash Audit 
Form, and identify and correct for any discrepancies and sign and date the forms.  A copy of the 
forms is given to the Registrar for his/her review.  However, the Registrar does not sign the Audit 
Form or otherwise denote approval of the count or the variance. 

Review and approval of the Petty Cash Audit Form should be documented by the Registrar and the 
process should be documented in the written procedures.

Fund Overages and Shortages.

During the course of our review, we observed a Petty Cash count.  Total cash and vouchers not 
submitted for replenishment totaled $4,739.60; the established fund amount is $5,000.00.  We were 
told by the Registrar that approximately $250 went missing between April and June 2009.  The 
District Business Office and District Police are aware of the missing money.  The Fund also 
fluctuates by smaller amounts from count to count.  The Petty Cash Audit Form, used to count petty 
cash, does not contain a place for the prior count and calculation of the variances (overages and 
shortages) since the prior count. 

District Petty Cash Operating Procedures state that “in the event of a theft, the loss must be reported 
to campus police.”  The procedures do not stipulate a dollar minimum that must be reported, nor 
require that a loss or shortage be reported to the District Business Office. 

The District Accountant does confirm the existence of Petty Cash funds at year end; however, this 
process is not documented in the written procedures.  

The prior petty cash count total and calculated variance should be added to the Petty Cash Audit 
Form to ensure that overages and shortages since the last count are documented and brought to the 
attention of the Registrar.  Guidelines for dollar amounts that require immediate reporting to the 
District Police and Business Office should be established and documented in the written procedures.  
The District should replenish the petty cash fund and expensing the shortages at least annually.

Voucher Verification Procedures.

Prior to disbursing Petty Cash, the Petty Cash Custodian or his/her alternate, reviews the voucher and 
the receipt(s) to ensure that the amounts agree, that the expenditures were for the purpose for which 
the fund was authorized, and that the voucher was signed by the appropriate manager for the 
indicated budget code.  If the receipt indicates it was paid by credit card, he/she verifies that it was 
not paid for by a District Procurement Card.  If the reimbursement was for only a portion of the 
receipt, he/she verifies the calculation of the total to be reimbursed.  No notation is made on the 
voucher or receipt indicating that the appropriate verification was performed.  

Performance of the verification process should be documented on the voucher by the Petty Cash 
Custodian or his/her alternate when disbursing petty cash.  This could be accomplished by initialing 
the specific information verified or utilizing a stamp to check off information verified.  
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Adherence to District Administrative Procedures.

General guidelines specified in the District’s Petty Cash Funds Operating Procedures state, “A petty 
cash fund serves as a revolving fund and may be established in a department when it can be 
demonstrated that a continuing cash advance should be kept on hand to permit the purchase of low-
value (less than $100) supplies.”  In reviewing procedures with the Petty Cash/Change Fund 
Custodian, we found that the fund is also used to reimburse employee meals under $100.  While food 
for meetings may be classified as supplies, restaurant meals are not.  

District guidelines should be followed regarding permitted expenditures for petty cash 
reimbursement.  If District Management deems employee meals are an allowable expenditure for 
petty cash reimbursement, the District’s Petty Cash Funds Operating Procedure should be changed.  

Petty Cash Replenishment Procedures.

The Part-time Senior Cashier reimburses Petty Cash Vouchers submitted by District employees.  She 
also prepares and submits the Petty Cash Replenishment Request.  The Petty Cash Replenishment 
Request form, containing the detail of all Petty Cash Vouchers reimbursed, is given to the Registrar 
for review along with the vouchers and receipt documentation.  The Registrar compares the vouchers 
and documentation to the Petty Cash Replenishment Request and signs the last page of the form as 
evidence of approval.  The Registrar gives the Petty Cash Replenishment Request form, vouchers and 
receipt documentation back to the Part-time Senior Cashier to process with Accounts Payable.  The 
Part-time Senior Cashier sends an electronic copy of the Petty Cash Replenishment Request form to 
Accounts Payable prior to physically taking the hard copy of the form, the vouchers and 
documentation to the Accounts Payable clerk.  The Petty Cash Replenishment Request form could 
potentially be altered between the time that it is reviewed and signed by the Registrar and the 
submission to Accounts Payable. 

The Registrar should receive the electronic copy of the Request form from the Part-time Senior 
Cashier prior to his/her review of the form and the supporting documentation.  After the review, the 
Registrar should email the electronic copy of the form directly to Accounts Payable.  

Control of Vouchers Processed but Not Submitted for Replenishment.

Vouchers and receipts representing petty cash disbursements that have not been replenished are 
maintained on the desk of the Part-time Senior Cashier.  A log is not maintained of the vouchers that 
have not been submitted to Accounts Payable for replenishment. If a voucher was lost or misplaced, 
the petty cash fund would be short with no documentation of whether the shortage is due to a missing 
voucher or missing cash. Further, employees do not sign for, or otherwise verify, that they have 
received the cash reimbursement.

Vouchers and receipts that have not been submitted to Accounts Payable for replenishment should be 
maintained in the safe to prevent loss or misplacement.  We also suggest that a log be maintained 
with the date, employee name, employee signature, and amount received, as proof the reimbursement 
was received by the employee and to ensure that if a voucher should become lost or misplaced, it can 
be traced. The log should be numbered and the number entered on the voucher for cross reference.
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Change of Custody.

 Verification of Amount Transferred.  The District Petty Cash Funds Operating Procedures
require that when a petty cash fund is transferred to another custodian, the fund be counted at 
that time by the manager/administrator and the custodian relinquishing the fund and counted 
a second time by the manager/administrator in the presence of the new custodian.  The 
Custodian Form is signed by both the new custodian and the manager/administrator and notes 
the date and the amount, however, the form does not confirm that the fund has been counted 
by the new custodian and the manager/administrator.  In addition, the procedures do not 
require that the manager/administrator acknowledge the amount that he/she received from the 
custodian relinquishing the fund.  

The Custodian Form should stipulate that the fund be counted by the new custodian and the 
manager/administrator together and that a copy of a Petty Cash Count Form be attached to 
the Custodian Form sent to the District Controller’s Office.  A separate form should be 
developed to confirm the transfer of petty cash from the custodian relinquishing funds to the 
manager/administrator.  This form should also be sent to the District Controller’s Office 
along with a copy of a Petty Cash Count Form.  Both forms should be described and 
referenced as exhibits in the District Petty Cash Operating Procedures.

 Custodian Form.  The Custodian Form for the new custodian includes the statement, “I 
understand that I am personally responsible for the dollar amount authorized in this fund”.   
The Custodian of the Foothill Petty Cash/Change fund does not have authority to limit access 
to the fund and as noted in our finding below entitled Safeguarding, six employees have 
access to the fund.

District Management should obtain a legal opinion on the wording of the acknowledgement 
statement in the Custodian Form.  

Safeguarding.  

The Petty Cash/Change Fund is kept in a safe.  The safe contains two compartments with 
combination locks; the top safe and the bottom safe.   Both compartments are kept locked at all 
times. The top safe contains ten change envelopes, with $100 each, used as change funds for the 
cashiers in Admissions and Records and a cash box used to make change for cashiers during 
Admissions and Records Operating Hours and to make petty cash expense reimbursements.  The 
cash box generally contains between $1,000 and $2,000 in currency and coins.  Surplus change in 
kept in the bottom safe.  This includes rolled coins and packets of $1s, $5s, $10s and $20s. The 
surplus change generally ranges between $1,000 and $2,000.  

Six individuals have the combination to the top safe which contains the change envelopes and the 
cash box and four individuals have access to the bottom safe which contains the surplus change.
Since numerous individuals have access to the Petty Cash/Change Fund, it is difficult, if not 
impossible, to establish responsibility for a shortage or misappropriation.

The number of individuals with combinations to the safe should be reviewed to ensure that only those 
individuals who must have access for operational efficiency are authorized to have access.  Since the 
safe is also used for Registration receipts, installation of a camera should be considered. 
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This recommendation is a repeat of a recommendation in our Performance Audit Report regarding 
the Foothill College Admissions and Records Office dated June 21, 2006.  

Compliance Verification.

Once the procedures have been modified, as deemed necessary, and approved, a selection of 
transactions to evaluate compliance with the procedures should occur on a regular basis.  

Vavrinek, Trine, Day & Co., LLP



April 21, 2011

Hector Quinonez, Controller

Foothill - DeAnza Community College District

12345 El Monte Road,

Los Altos Hills, California 94022

Re:  Foothill Athletic Field Rental, Event ticket sales, and Concession Operation Performance Audit

Dear Mr. Quinonez,

We were engaged to provide a performance audit of the Foothill athletic field rental, event ticket sales, 

and concession operations related to revenue control, cash handling, and related disbursement controls 

in accordance with our engagement letter of February 4, 2011.   This is a follow-up to our performance 

audit of January 20, 2010.

Based on our preliminary work we recommend that the performance audit be delayed until the start of 

the 2011 football season.   Football generates the most revenues from ticket and concession sales.  We 

would not be able to determine the implementation of internal control procedures or their effectiveness 

without observing the controls during the games.   Additionally, there has been a recent turnover of key 

management who are in the process of evaluating current procedures to determine if changes would be 

appropriate.    

Please advise if you would prefer to reschedule the Performance audit until September 2011.   

Regards, 

Thomas A. Brewer, Partner
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