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EXECUTIVE SUMMARY

This report provides the results of our audit of the Rotary Nature Center (Rotary), which
is one of the 24 recreation Centers within the Office of Parks and Recreation (OPR).

Soon after we began our audit we found indications that the former Center Director had
misappropriated the Center’s funds. Therefore, we notified the Office of the City
Manager, and shared our documentation with the Oakland Police Department. As a
result, the former Center Director was charged with three counts of embezzling City
funds. He pleaded “no contest” to one count, was sentenced to serve three days in jail,
received a thirty-six months’ suspended sentence, was placed on thirty-six months’
probation, and was required to make restitution in the amount of $2,192.

The former Center Director was able to embezzle City funds because adequate controls
were either not in place or not followed. In effect, he had gained complete control over
the Center’s operations and assets.

The following findings and recommendations are discussed at greater length in the full
report. They are summarized as follows.

SUMMARY OF FINDINGS

1. The Office of Parks and Recreation did not implement recommendations we had
made as a result of our audit in 1997.

2. As instructed by the former Center Director, the Advisory Council stopped
meeting in May 1996. Therefore, the Council did not carry out its established
financial policies and procedures, including its responsibility to approve all
expenditures. Moreover, the Office of Parks and Recreation Advisory
Commission took no action when the Advisory Council stopped meeting.

3. The Center kept little or no accounting records or supporting documents for
funds collected or disbursed, and did not submit the required quarterly financial
statements to the Office of Parks and Recreation Advisory Commission.

4. The Center did not have adequate controls over collecting, safeguarding and
depositing funds. As far as we could determine from the limited records
available, revenues totaling $210,788 were deposited into the Center’s checking
account. We have no assurance that all revenues collected had been accounted
for.

5. The Center did not have adequate controls over expenditures. The former Center
Director pleaded “no contest” to a charge that he had embezzled $2,192 in City
funds. Additional expenditures totaling  $54,889 could not be substantiated.
Since the Center did not have adequate controls over expenditures, it is likely
that many of many of these were also for unauthorized purposes.
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6.  The center did not have adequate controls over property and equipment.
7. The former Center Director rented to private organizations the Center’s library

and observation room without approval.
8. The former Center Director made an unauthorized grant of $3,000 to a private

organization.

SUMMARY OF RECOMMENDATIONS

We recommend that the Office of Parks and Recreation:

1. implement the recommendations we made as a result of our audit in 1977;
2. help the Center form a new Advisory Council, and ensure that Council members

carry out their duties and responsibilities;
3. establish standard accounting procedures and internal controls at all recreational

centers, with emphasis on ensuring that: (1) all funds received be accounted for,
safeguarded and deposited timely; (2) all checks contain two signatures; and (3)
the authorized signors not sign blank checks;

4. establish controls over safeguarding property and equipment;
5. recover the $3,000 grant that the former Center Director made without

authorization.

CONCLUSION

The Office of Parks and Recreation’s (OPR) management, which was in place during
the scope of our audit, did not provide effective oversight of the Rotary Nature Center.
As a result, the former Center Director had complete control over the Center’s
operations and assets, and was able to embezzle at least $2,192. Additional expenditures
totaling $54,889 could not be substantiated. Since the Center did not have adequate
controls over expenditures, it is likely that many of these were also for unauthorized
purposes.

OPR had not developed written policies and procedures to provide guidance and
training to staff, as recommended in our prior audit report. The former Center Director
had instructed the Advisory Council not to meet, and therefore the Council did not carry
out its responsibility to approve all expenditures. The Center did not have adequate
controls over collecting, safeguarding and depositing funds, or over expenditures. The
Center also did not have adequate controls over property and equipment.

OPR’s current management has already corrected many of the deficiencies we found at
the Rotary Nature Center. Management should continue to identify deficiencies at all
recreation centers and immediately correct them.
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Office of the Mayor
Members of the City Council
Oakland, California

Subject: Audit of the Rotary Nature Center, a Subdivision of the Office of Parks
and Recreation of the City of Oakland

We have audited the accompanying Statement of Financial Position of the Rotary
Nature Center Advisory Council as of June 30, 2000 and the Statements of Revenue and
Expenditures for fiscal years ended June 30, 1998, 1999 and 2000. All information
included in these financial statements is the representation of the management of the
Rotary Nature Center Advisory Council.  Our responsibility is to express an opinion on
these financial statements based on our audit. We conducted our audit in accordance
with generally accepted auditing standards.  Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.  An audit includes examining, on a test basis,
evidence supporting amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.  We
believe that our audit provides a reasonable basis for our opinion.

The City Auditor is elected by the citizens of Oakland to serve as an officer in charge of
an independent department auditing city government activities. The independence of the
City Auditor is established by the City Charter.

The Schedule of Expenses for the City of Oakland account is presented for purposes of
additional analysis and is not a required part of the basic financial statements.  Such
information has not been subjected to the auditing procedures applied in the audit of the
basic financial statements.  Therefore, we do not express an opinion or any other form
of assurance on this Schedule of Expenses.



01 006

OFFICE OF PARKS AND RECREATION
ROTARY NATURE CENTER

OPERATIONS REPORT
July 1, 1997 through June 30, 2000

Page 1 of 12 pages

BACKGROUND

The City of Oakland Office of Parks and Recreation (OPR) operates 24 recreation
centers. Each has a full-time director, who is an employee of the OPR, as well as an
Advisory Council consisting of community members who volunteer to promote and
improve that specific center and its programs.  In addition, the Parks and Recreation
Advisory Commission (PRAC) is an official body of volunteers appointed by the Mayor
to advise and formulate policy recommendations to the OPR and the City Council
regarding OPR issues and operations. The Commission also advises and assists the
centers’ Advisory Councils in carrying out their responsibilities.

Each center has its own self-sustaining project fund account with the City of Oakland. In
addition, the City permits Advisory Councils, at their choice, to maintain their own
checking accounts for non-payroll expenses.  In turn, the Advisory Councils must submit
quarterly financial statements and reports to the Parks and Recreation Advisory
Commission for these checking accounts.

The Rotary Nature Center, which is located on the shores of Lake Merritt, can trace its
roots back to 1870, when the State of California designated the lake as a Wildlife
Preserve.  The Center operates various educational programs for children or adults, and
contains a number of exhibits, including a large variety of stuffed birds, a Native
American totem pole and a live beehive, which can be observed from behind glass.

Staffing at the Center fluctuates greatly.  In the summer, there may be as many as 23 part-
time employees, but in the winter as few as 6 or 7. The Center also utilizes several
volunteers regularly. There is currently only one full-time employee, the acting Director,
whose official title is Acting Supervising Naturalist. The former Director resigned
effective April 17, 2000.

The City budgets $268,000 annually to run the Center.
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OBJECTIVES AND SCOPE

The purpose of our audit of the Rotary Nature Center was to find out whether the Office
of Parks and Recreation had implemented the many recommendations we had made
during an audit of the Office in 1997.  We especially wanted to ensure that:

1. funds received were accurately recorded and deposited in a timely manner;
2. funds disbursed  were approved and supported with documentation; and
3. OPR’s management provided effective oversight of the Center.

Soon after we began our audit we found indications that the former Center Director had
embezzled the Center’s funds. Therefore, we notified the Office of the City Manager, and
shared our documentation with the Oakland Police Department and the Office of the
Alameda County District Attorney. As a result, the former Center Director was charged
with three counts of embezzling City funds. On March 14, 2001 he pleaded “no contest”
to one charge, was sentenced to serve three days in jail, was placed on thirty-six months’
probation, and was required to make restitution to the City in the amount of $2,192.

Our audit covered the period July 1, 1997 through June 30, 2000.

SCOPE RESTRICTION

The acting Center Director and the Advisory Council’s former treasurer were able to
provide very few of the documents that we needed in order to conduct the audit.
Therefore, we constructed financial statements for the Center from information contained
in the check register, bank statements, cancelled checks and credit card statements.
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FINDINGS AND RECOMMENDATIONS

Finding #1: The Office of Parks and Recreation did not implement recommenda-
tions we had made as a result of our audit in 1997.

The City Auditor’s office conducted an audit of the Office of Parks and Recreation
(OPR) in 1997, in which we identified many weaknesses regarding internal controls over
handling cash, signing checks and safeguarding property and equipment. Notable
examples of inadequacies were:

• There were no written procedures.
• There were no signs posted saying “Ask for a receipt for your payment.”
• There was not adequate supporting documentation for expenditures.

We made several recommendations to correct the problems. However, at the time we
began this current audit we found that OPR had not implemented our recommendations,
and that the same weaknesses still existed at the Rotary Nature Center. We discuss
specific weaknesses in findings number 3 through 5 of this report.

After we began our audit, the acting Center Director and OPR’s management corrected
many of the deficiencies we found.

Recommendation

OPR should immediately implement at all its recreation centers the recommendations we
made in our previous report, as well as the new recommendations we are making in this
report.

Finding # 2: As instructed by the former Director of the Rotary Nature Center, the
Advisory Council stopped meeting in May 1996. Moreover, the Office of Parks and
Recreation’s Advisory Commission took no action when the Advisory Council
stopped meeting.

Each recreation center has a full-time director who is an employee of the OPR, and an
Advisory Council consisting of community members who volunteer to promote and
improve that specific center and its programs. The Council must also authorize by vote
the overall expenditure of funds from its account, as well as the issuance of each
individual check. The OPR’s Advisory Council Manual, requires that each Council meet
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monthly. According to the Advisory Council’s treasurer at that time, the former Center
Director told the Council to stop meeting in May 1996. Moreover, the Parks and
Recreation Advisory Commission, which is supposed to advise and assist advisory
councils in carrying out their responsibilities, took no action when the Rotary Nature
Center’s Advisory Council stopped meeting. Therefore, the former Center Director had
complete control of the Center’s operations and assets.

Recommendation 

OPR, in conjunction with the Advisory Commission, should help the Center form a new
Advisory Council immediately, and ensure that Council members are trained to carry out
their duties and responsibilities.

Finding # 3: The Rotary Nature Center kept little or no accounting records or
supporting documents for funds collected or disbursed, and did not submit the
required quarterly financial statements and reports to the Parks and Recreation
Advisory Commission.

The City permits Advisory Councils, at their choice, to maintain their own checking
accounts for non-payroll expenses.  In turn, the Councils must submit quarterly financial
statements and reports to the Parks and Recreation Advisory Commission for these
checking accounts. However, the Center did not submit any of the required financial
statements and reports, and the Advisory Commission did not request them. Moreover,
the Center maintained very few of the documents that we needed to conduct the audit.
Therefore, we constructed financial statements for the Center from information contained
in the check register, bank statements, cancelled checks and credit card statements. We
thereby determined that, during the period July 1, 1997 through June 30, 2000, $210,788
had been deposited into the Advisory Council's checking account, and checks totaling
$136,380 had been written on it. However, we have no assurance that all funds collected
were deposited into the checking account or that all checks written were for authorized
purposes.

Recommendations:

1. We repeat our recommendation, as stated in Finding # 2, that OPR, in conjunction with
the Advisory Commission, help the Center form a new Advisory Council immediately.
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2. OPR and its Advisory Commission should monitor the Center’s new Advisory Council
to ensure that (a) required financial statements and reports are submitted, and (b) Council
meetings are being held in accordance with Manual policies and procedures.

Finding # 4: The Rotary Nature Center did not have adequate controls over
collecting, safeguarding and depositing funds. Therefore, we have no assurance that
all revenues collected were accounted for.

The Center receives revenues from donations, various programs, the Coca Cola vending
machine and sales of seeds to the public to feed the birds. According to copies of bank
statements, revenues totaling $210,788 were deposited into the Advisory Council
checking account during the period covered by our audit. However, due to the lack of
controls, we cannot be sure whether all funds that had been collected were actually
deposited. At the time we began our audit we found the following weaknesses in
collecting, safeguarding and depositing funds:

(1) The Center had not implemented the recommendations from our prior audit to
issue a receipt for funds collected, and to post signs alerting the public to ask for a
receipt for their payments.

There was one general-purpose, preprinted receipt book, in which the earliest receipt
was dated February 24, 1998 and the most recent April 28, 1998. Moreover, the
receipts had not been issued in numerical sequence. The amounts shown on these
receipts totaled $40,365, but we could not tie the amounts to deposits as shown on the
bank statements.

(2) Cash was not adequately safeguarded or deposited in a timely manner.

Cash receipts were not secured in a safe. Instead, they were kept in a locked drawer in
the office. One of the Center’s part-time employees had taken some of the cash home
for safekeeping. Since the acting Center Director was concerned that there had not
been adequate controls over cash receipts, she asked auditors from the Office of the
City Auditor to count the cash on hand before she deposited it.  On May 17, 2000, the
auditors counted $8,696.55 in currency and coins that had been kept in numerous
envelopes or bags. In turn, the acting Center Director, together with the Office of
Parks and Recreation’s Zone Manager, verified the auditors’ count.
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Corrective action taken

After we began our audit, the acting Center Director:
• began to use a deposit slip that shows more detail regarding the funds being

deposited;
• at the request of OPR’s Director, closed the Advisory Council checking account, and

transferred the funds to OPR for deposit into the City Treasury; and
• began sending cash receipts to OPR for deposit into the City Treasury.

Recommendations

OPR should ensure that all of its recreation centers:
(1) post signs stating “Ask for a receipt for your payment”  at all fee collection

points;
(2) require that only designated employees receive cash and checks from the public

and issue receipts;
(3) use receipts that are prenumbered and issue them  in sequence;
(4) require the Center Director, or a designated employee, to maintain copies of all

receipts, and investigate any that are missing;
(5) keep all cash and checks  in a safe until  they are deposited;
(6) deposit receipts in compliance with Administrative Instruction (AI) #1022,

effective February 1, 2000, entitled Revenue Handling.  This instruction provides
for “a consistent system for treating City revenues in order to ensure physical
security, security in recording, and maximum income generation; and

(7) itemize all deposits, so that they can be traced back to the receipts book.

Finding #5: The Rotary Nature Center did not have adequate controls over
expenditures. The former Center Director pleaded "no contest" to a charge that he
had embezzled $2,192 in City funds. Additional expenditures totaling  $ 54,889 were
unsubstantiated, and it is likely that many of these were for unauthorized purposes.

The Advisory Council checking account required only one signature on checks, not two
as prescribed by the Advisory Council Manual. Moreover, the Advisory Council’s
treasurer, who was one of the authorized signors, signed blank checks. This gave the
former Center Director the opportunity to make the checks payable to whomever he
chose.
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Soon after we began our audit at the Rotary Nature Center we found indications that the
former Center Director had misappropriated the Center’s funds.  Therefore, we notified
the Office of the City Manager, and shared our documentation with the Oakland Police
Department. As a result, the former Center Director was charged with three counts of
embezzling City funds. He pleaded “no contest” to one count, was sentenced to serve
three days in jail, was placed on thirty-six months’ probation, and was required to make
restitution in the amount of $2,192.

At the Rotary nature Center we could not locate supporting documentation for any
expenditures made from the Advisory Council checking account. Wherever possible, we
contacted the payees or used other sources to learn the purposes of the expenditures.
After we had done so, we still could not substantiate expenditures totaling $54,888, or
40.2 percent of the total expenditures for the period of our audit. These are summarized
in the following table:

Rotary Nature Center
Summary of Unsubstantiated Expenditures

For the Period July 1, 1997 through June 30, 2000

Description  Amount

Credit card purchases $  27,921
Miscellaneous payments     13,571
Payments to unknown persons       7,723
Payments to employees       3,985
Payments to former Center Director       1,689
Total unsubstantiated expenditures $  54,889

Total expenditures $136,382

Percentage of total expenditures      40.2 %

Since the Center did not have adequate controls over expenditures, it is likely that many
of these were not authorized.
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• Checks totaling $30,350 were written to credit card companies for purchases made
through cards held in the name of the former Center Director. By contacting third
parties we were able to satisfy ourselves that expenditures totaling $ 2,429 were for
authorized purposes. However, we were unable to substantiate the remaining $27,921.
Especially questionable were purchases of equipment totaling $1,605 for the former
Center Directors' personal pickup truck, and a charge for $21.75 at a bar and grill in
San Francisco. Paying credit card companies directly is a violation of City
procedures. The correct procedure is for an employee to submit receipts to the City,
which in turn will reimburse the employee.

• Checks totaling $13,571 were written for miscellaneous purposes. Especially
questionable were a check for $577.12 to repair the former Center Director’s pickup
truck, and a check for $135 payable to a marriage and family therapist, who declined
to give us any information regarding the transaction.

• Checks totaling $7,723 were written to unknown persons. We know their names, but
we don’t know who they were or why they were paid.

• Checks totaling $3,984 were for payments made to employees. Until approximately
September 1997, recreation centers had the authority to hire and pay part-time
employees. Staffing at the Rotary Nature Center fluctuates greatly between summer
and winter months. In the summer, when the Center is operating programs for
children, there may be as many as 23 part-time employees, whereas in the winter
there may be as few as 6 or 7.  Around September 1997 the City discontinued the
practice of giving recreational centers the authority to hire and pay part-time
employees because the Internal Revenue Service questioned the City’s classification
of such employees as independent contractors. Therefore, any payments made to
employees subsequently were presumably reimbursements for out-of-pocket
expenses. However, the Center kept no supporting documentation.

• Six checks totaling $1,689, ranging in amounts from $43.26 to $529.29, were written
to the former Center Director. It is especially important that supervisors maintain
complete documentation for expenditures.
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Corrective action taken

After  we began  our audit, the  acting  Center  Director;

• instructed all Rotary Nature Center staff not to make any expenditures without her
advance approval, or that of the OPR’s Zone Manager; and

• at the request of OPR’s Director, closed the Advisory Council checking account and
transferred the funds to OPR for deposit into the City Treasury.

Recommendations

As stated earlier in finding # 2, the Office of Parks and Recreation, in conjunction with
the Advisory Commission, should help the Center form a new Advisory Council, and
ensure that its members carry out their duties and responsibilities. If the Advisory
Council chooses to open a new checking account, the OPR should ensure that:

(1) the Advisory Council approve all expenditures and the issuance of each check;
(2) there be two signatures on each check;
(3) authorized signors not sign blank checks, and
(4) documentation is received and maintained to substantiate all expenditures.

Finding # 6: The Rotary Nature Center did not adequately safeguard property and
equipment.

The Center did not maintain a list of property and equipment, and did not take annual
inventories. Therefore, the Center did not know whether property and equipment were
missing. For example, on April 22, 1998, a private organization donated to the Center 10
ergonomic chairs at a cost of $200 each, but at the time of our audit the Center could not
locate any of them. Moreover, during the year ended June 30, 2000, the Center purchased
16 talkabouts (walkie-talkies), at costs ranging from $79.95 to $99.95 each, but at the
time of our audit could locate only 12 of them.
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Recommendations

We recommend that the Office of Parks and Recreation ensure that all of its recreation
centers:

(1) maintain a list of all high value or easily pilferable property and equipment;
(2) affix identification to such items showing they belong to the Office of Parks and

Recreation;
(3) take an annual inventory of such  items; and
(4) keep all such items in a locked storage area, to which only the Center Director and

            one other designated person have access.

Finding # 7: The former Center Director rented the library and observation room to
two private organizations without the approval of the Office of Parks and
Recreation or the City Council.

The Center was built in 1953 through funding from the B.C. Cain Fund and the Rotary
Club. The Center set aside one of the rooms as a library for use by the general public and
called it the B.C. Cain Memorial Library. In 1992, the Center built an observation room
in the library as part of a $234,000 grant from the California Department of Fish and
Game, which provided funding for:

“(1) converting the existing auditorium to a discovery room with interactive
displays and a skylight; (2) installing a formal reception area for docents to
receive the public; (3) adding a fly-in/fly-out bird aviary; and (4) creating an
observation setting in the library by adding floor to ceiling glass windows so that
children could read as well as observe birds, the Wildlife Refuge and Lake
Merritt.”

On October 12, 1999, the former Center Director rented office space to two organizations
in what had been the library and observation room, at a monthly rate of $600.00
($300.00 each). Neither the Office of Parks and Recreation nor the City Council
authorized the lease, and the public became shut off from the room.
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Corrective action taken

After we began our audit, the Office of Parks and Recreation required the two
organizations to vacate the building, and the library/observation room is once again open
to the public.

Recommendation:

The OPR needs to ensure that, in the future, its recreation centers do not rent out their
facilities without the necessary authorizations.

Finding # 8: The Center made an unauthorized $3,000 grant to an organization.

The check, which was described as: "Grant/Education Adult Programming", was issued
on April 12, 2000, only five days before the effective date of the former Center Director’s
resignation. Although we could not determine the purpose of the grant, according to the
Advisory Council Manual and an OPR official, recreation centers have no authority to
make grants.

Recommendation

We recommend that OPR recover the unauthorized $3,000 grant from the organization.

CONCLUSION

The Office of Parks and Recreation’s (OPR) management, which was in place during the
scope of our audit, did not provide effective oversight of the Rotary Nature Center. As a
result, the former Center Director had complete control over the Center’s operations and
assets, and was able to embezzle at least $2,192. Additional expenditures totaling
$54,888 could not be substantiated. Since the Center did not have adequate controls over
expenditures, it is likely that many of these were also for unauthorized purposes. OPR
had not developed written policies and procedures to provide guidance and training to
staff, as recommended in our prior audit report. The former Center Director had
instructed the Advisory Council not to meet, and therefore the Council did not carry out
its responsibility to approve all expenditures. The Center did not have adequate controls
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over collecting, safeguarding and depositing funds, or over expenditures. The Center also
did not have adequate controls over property and equipment.

OPR’s current management has already corrected many of the deficiencies we found at
the Rotary Nature Center. Management should continue to identify deficiencies at all of
its recreation centers and immediately correct them.


