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SUBJECT: 	 TREASURER AND TAX COLLECTOR - REDEMPTION PROPERTY 
TAX COLLECTIONS FINANCIAL AND COMPLIANCE AUDITS FOR 
FISCAL YEAR 2015-16 

The Los Angeles County Treasurer and Tax Collector (TIC) bills and collects taxes on 
real property, such as land and structures. If the taxes are not paid by the Fiscal Year 
(FY) end (June 30th), the property goes into tax-defaulted status, and TIC assesses 
additional fees and penalties pursuant to the California Revenue and Taxation (R& T) 
Code. Property owners may redeem their property by paying the full amount due, or by 
entering into a payment agreement with TIC. If non-residential commercial or vacant 
property remains in tax-defaulted status for three years or more (five years or more for 
residential and agricultural property), TTC may auction the property to recover the 
taxes, penalties, and costs. 

R& T Code requires an audit of TIC's accounting for collections of defaulted property 
taxes (redemption collections). We contracted with an independent Certified Public 
Accounting firm, BCA Watson Rice LLP (BCA), to audit TIC's redemption collections for 
the FY ended June 30, 2016. BCA conducted the audit under the Auditor-Controller's 
Master Agreement. 

BCA's attached report indicates that TTC's Schedule of Redemption Property Tax 
Collections presents fairly, in all material respects, the redemption property tax 
collections for the FY ended June 30, 2016, and TTC complied, in all material respects, 
with R& T Code requirements. 
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As part of the audit, BCA reviewed TIC's internal control over financial reporting and 
did not identify any deficiencies they consider to be material weaknesses. BCA tested 
TTC's compliance with certain provisions of laws, regulations, and other matters. BCA 
noted no instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standards. 

If you have any questions please call me, or your staff may contact Robert Smythe at 
(213) 253-0100. 

JN:AB:PH:RS:YK 

Attachment 

c: 	 Sachi A. Hamai, Chief Executive Officer 
Joseph Kelly, Treasurer and Tax Collector 
Public Information Office 
Audit Committee 
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COUNTY OF LOS ANGELES 


Schedule of Treasurer and Tax Collector Redemption Property Tax Collertlons 
For the Fiscal Year Ended June 30, 2016 
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21250 Hawthorne Blvd Suite 150 Telephone: 310 792 4640 
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INDEPENDENT AUDITOR'S REPORT 

Board of Supervisors 
Cmmty of Los Angeles 
Los Angeles, California 

Report 011 tile Sc/1e<lt1le of Treasurer and Tax Collector Retlemptio11 Property Tax Collections 

We have audited the accompanying: Schedule of Trea mer aud Tax Collector (TTC) Redempriou 
Property Tax Collections (Schedule) of the County of Los Angele (County). a of and for the 
fisca l year ended June 30, 2016, and the related notes to the Schedule, which collectively 
comprise the TTC's basic Schedule as listed in the table of contents. 

1'1a11age111e11t s Respo11sibilil) for rite Schedule 

The TTC's management is responsible for the preparation and fair presentation of the Schedule 
i11 accordance with the accounting p1i11ciples generally accepted in the United Srare. of America: 
th.i includes the de igu, implementation. aud maintenance of internal control relevant ro tbe 
preparation and fair presentation of the Schedule that is free from matelial misstatement. whether 
due to fraud or enor. 

Auditor' Respou lbllity 

Our responsibility is to express an opinion on the Schedule based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Govem111e11t AudiNng 
Standards. issued by rhe Compn·oJler General of the Uuired Stare . Tllo e tandard require that 
we plan and perforn1 the audit to obtain reasonable assurance about whether the Schedule is free 
of mate1ial misstatement. 

An audit involves perfonning procedures to obtain audit evidence about the amounts and 
disclosures in the Schedule. The procedures selected depend on the auditor's judgment. 
including the assessment of the risks of material misstatement of the Schedule, whether due to 
fraud or eirnr. In making those risk assessments, the auditor considers internal control relevant 
to the TTC's preparation and fair presentation of the Schedule in order to design audit 
procedures that are appropriate in the circumstances, but not for the pmpose of expressing an 
opinion on the effectiveness of the entity's internal control. Accordingly, we express no such 
opinion. An audit also includes evaluating the appropriateness of the accounting policies used 
and the reasonableness of the significant accounting estimates made by TTC management, as 
well as evaluating the overall presentation of the Schedule. 
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We believe that our audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

Opi11io11 

h1 our opinion. the Schedule referred to above presents fairly. in all material respects. the TTC's 
Redemption Property Tax Collections of the County. as of June 30. 2016. in accordance with 
accounriug: principle geuernlly accepred in rile United State of America. 

Other .Matters 

As discussed more fully in Note 3 to the Schedule. the accompanying Schedule is intended to 
present only the TTC Redemption Property Tax Collections. The Schedule does not purpo11 to. 
and does not present fairly the financial position of the County as of June 30. 2016. and the 
changes in its financia l position for the fiscal year ended. in confonnity with accounting 
principles g.euerall y accepted in the United tares ofAmerica. 

Otbf'l' R t"porting Rf'quirf'cl by Goi·emmem A 11cliti11g Standard 

h1 accordance with Go1·en1111e11t Auditing Standards. we have also issued our repo11, dated 
Jannaiy 13. 2017 on our consideration of the TTC"s intemal control over financial repo11ing and 
on our tests of its compliance with ce11ain provisions of laws and regulations and other matters. 
Tbe pmpo e of th<lt report i to de cribe the cope of om te ting of internal control over financial 
repo1ting and compliance and the results of that testing, and not to provide an opinion on the 
intenrnl conn·ol over fiuaucia l reporting or on cowplian e. That report i an integral part of au 
audit perfom1ed in accordance with Go1·em111e11r A.11dili11g Stm1dflrds in con ideting TTC' 
internal control over financial rep011iug and compliance. 

~ ~~.a,LLP 
Tonance. CA 
Janua1y 13. 2017 
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CO TY OF LOS ANGELES 

Schedule of Treasurer and Tax Collector Redemption Property Tax Collections 

For the Fiscal Year Ended June 30, 2016 


FY 2016 Audit F'~ 2016 
Unauditf'd Adjustmf'nts Audited 

Applied Tax and Penalties 

General Taxes $ 224.771.592 $ $ 224. 771.592 

Penalties 21.762.936 21.762.936 
Redemption Penalties 49.764.216 49,764.216 

296.298.744 296.298. 744 

Administrative Fees Collected 

Cost 819.459 819.459 

Redemption Fee - Counry 498,001 498,001 

Redemption Fees - State 249.001 249,001 

1.566.461 1.566,461 

Total Applied Collections $ 297.865.205 $ $ 297,865.205 

See Accompanying Notes to Schedule of Treasurer and Tax Collector Redemption Property Tax Collections. 
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COUNTY OF LOS ANGELES 


Nott's to Scht'dult' of Trt'aslll't'l' and Tax Collt'ctor Rt'dt'mptfon Propt'I'fy Tax Collt'ctions 

For tht' Fiscal Yt'ar Endt'd Junt' 30, 2016 


NOTE 1 - Organization 

Gt'Ut'ral 

The County of Los Angeles (County) is a legal subdivision of the State of California charged 
with general governmental powers. The County·s powers are exercised through an elected 
Board of Supervisors which. as the governing body of the County. is responsible for the 
legislative and executive control of the County. 

Tl't'asul't'r and Tax Collt'ctor 

The COlmty Treasurer and Tax Collector (TTC) is responsible for billing. tax collection, banking. 
investing and accountability of public ftmds . The TTC collects seemed and unsecured property 
raxes. a well a other raxes. licen e and fee . Seemed properry taxe are taxe ou real property. 
such as vacant land and strnctures on land. i.e .. c01Ulllercial and residential prope1ties. 

Wbeu seemed property rax a . e menr become deliuqueur. a 10% penalty1 i added ro the 
ammmr of rax.e due. When the econd in rnllmenr be owe deliuquent, tile TTC will chru·ge a 
$10 cosr for prepming the delinquent tax records. The TTC sends Notices of Delinquency in the 
fu r week of Juue. aud notifie the property owner f the tax default ran1 of the property. If the 
property owner does not pay the delinquent taxes. penalties. and cost in full by Jm1e 30. the 
raxe . penaltie . and co r will default on Jul l to the Secured Defaulted Tax Roll SDTR) 
y tern and will be ubject to a 15 redemption fee 3 (Stare and County fee ~4) . and a redemption 

penalty5 calculated at tile rare of L-% per month on the total delinquent taxes due. The TTC 
sends Statements of Prior Year Taxes to the property O\Vners in August. If a property owner 
make panial payment to redeem Iii or Iler property. he or she will receive a Statement of P1ior 
Year Taxes the week following payment. retlecting the payments received by the TTC and the 
remaining outstanding balance. If the propelty owner redeems the propelty in full. the TTC 
issues a Redemption Certificate6 to the prope1ty owner. 

1 California Revenue and Taxation Code Section 2617 and 2618. 
1 California Revenue and Taxation Code Section 2621 . 
3 California Re\·enue and Taxation Code Section 4102 . 
4 California Re\'enue and Taxation Code Section 4656.5 states that redemption fees collected shall be distributed as 

$5 ro the ra te ofCalffomia aud $10 to the county. 
5 C'a lifomia Revenue and Taxar'ion Co le . ecrion -U 03 . 
6 California Revenue and Taxation Code Section 4105 .2. 

4 
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COUNTY OF LOS ANGELES 


:'llotes to ·c11ednlt' of Treasnnr nud Ta:x ollt'ctor Rt'dt'mpttou Property Tnx Collection 
For the Fiscal Year Ended June 30, 2016 

NOTE 2 - Summary of Significant Accounting Policies 

The . chedule of ITC Redemption Property Tax Collection (Schedule) ha been prepared in 
co11fom1ity "' ith Generally Accepted Accounting Principle (GAAP) iu the Uni ted State of 
America a applied to govemmeur uni r . The Govemmeural c mmting Sraudards Board 
G SB i. the recognized randnrd- erring body for e· rabli hing govemmental accounting and 

financial reponing plinciples for governments. 

Basis ofAccountil1g 

The ITC recognizes redemption collections upon receipr of payment of delinquent raxe . 

NOTE 3 - Activities Excluded from the Schedule 

Thi report onl y include the ITC Redemption Property Tax C Uection . Other acrivitie of the 
TTC are not included in this repo11. 

NOTE 4 - Subsequent Events 

In preparing the S lledule. the TTC ha evaluated event nnd mm action for potential 
recognition or di closure through fauuary J3. 2017. ti.le dare che audit repon of rbe clledule wa 
issued. 
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21250 Hawthorne Blvd Suite 150 Telephone 310 792.4640 
Torrance, CA 90503 Facsimile 310 792 4331 
www bcawalsonrice.com 

INDEPENDENT AUDITOR'S REPORT ON OMPLIANCE 

WITH REQUIREMENTS APPLICABLE TO THE TREASURER AND 


TAX COLLECTOR REDEMPTIO . PROPERTY TAX COLLECTIO S 

AND ON INTERNAL ONTROL OVER COMPLIANCE 


Board of Supervisors 
County of Los Angeles 
Los Angeles, California 

Rt-port on Complianrt> 

We have audited the Treasurer and Tax Collector's (TTC) compliance of the Redemption 
Property Tax Collection of rhe County of Lo Angeles (Cmmty witb the types of compliance 
requirements desc1ibed in the California Rel'e1111e and Taxation Code Sections 2617, 2618, 2621, 
4102, 4JOJ(a}, 4105.2, 4108, 4108.5. 4371, cmd 43 6forthe ft cal year ended Juue 30, 20 16. 

1Jla11ugeme11t 's Respo11sibility 

TTC"s mauagewent i responsible for compliance with the requirement of law and regulations 
applicable ro rhe Redemption Properry Tax Collections. 

Auditor's Respo11 ibilitJ 

Om· re pon ibility i to express an opinion on the TT · compliance with Redemption Property 
Tax Collections based on our audit of the types of compliance requirements refetTed to above. 
We conducted our audit of compliance in accordance with auditing standards generally accepted 
in the United States of America and the standards applicable to fmancial audits contained in 
G01·em111e11/ Auditing Standards. issued by the ornptroller General of the United States. Tho e 
standards require that we plan and perfonn the audit to obtain reasonable assurance about 
whether noncompliance wirh rite type of compliance requirements refeITed ro above thm could 
have a direct and material effect on TTC Redemprion Prope11y Tax :ollecrion occuned. An 
audit includes examining, on a test basis, evidence about the TTC 's compliance with those 
requirements and perfonning such other procedures. as we considered necessa1y in the 
circmnstances. 

We believe that our audit provides a reasonable basis for our opinion on the Redemption 
Property Tax Collections. However. our audit does not provide a legal detennination of TTC's 
compliance. 

6 
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Op;11;011 011 Redemptio11 Property Tax Collection 

In our opinion. the TTC complied. in all material respects. with the requirements refelTed to 
above that could have a direct and material effect on the TTC Redemption Property Tax 
Collections for the fiscal year ended June 30. 2016. 

Report on Internal Control over Compliance 

l\fanagement of the TTC is responsible for establishing and maintaining effective internal control 
o er compliance with rhe type of ompfomce requirement refeffed to above. In planning. and 
perfonning our audit of compliance. we considered the TTC's internal control over compliance 
with the types of requirements that could have a direct and material effect on the Redemption 
Property Tax Collections as a basis for designing auditing procedures that are appropriate in the 
circumstances for the purpose of expressing an opinion on compliance and to test and report on 
internal control over compliance in accordance with the Califomia Re1·e1111e mid Taxatio11 Code, 
but not for the purpose of expressing an opinion on the effectiveness of internal control over 
compliance. Accordingly. we do not express an opinion on the effectiveness of the County's 
internal control over compliance. 

A deficiency i11 i11ternal control 01·er complia11ce exists when the design or operation of a control 
over compliance doe u r nllow management or employee . in the nonual com e of perfonniug. 
their assigned functions. to prevent. or detect and colTect. noncompliance with a type of 
compliance requirement on a timely basi . A materinl 11«mk11es in iutemnl control owr 
co111plim1ce i a cteficiency. or coml>imiriou of cleficiencie . in il1temal contro l over compliance. 
such that there is a reasonable possibility that material noncompliance with a type of compliance 
requirement will not be prevented. or detected and coffected. on a timely basis. A sig11ifica11t 
ileficie11cy i11 i11temal co11trol 01-er complia11ce is a deficiency. or a combination of deficiencies. 
ill imemal co1mol over compliance with a rype of compliance requirement of rile Redemption 
Property Tax Collections that is less severe than a material weakness in internal control over 
compliance. yet imp01tant enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and was not designed to identify all deficiencies in il1ternal 
control over compliance that might be significant deficiencies or material weaknesses. We did 
not identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses. as defined above. 

This repo1t is intended for the infonnation and use of the management of the County. the TTC. 
the County Board of Supervisors. and the Auditor-Controller. and is not intended to be and 
should not be used by anyone other than these specified patties. 

3eJl ~~u, LLP 
TolTance. California 
January 13. 2017 

7 
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INDEPENDENT AUDITOR'S RE PORT ON IYfERi~AL CONTROL OVER 

FI 2'1" . JAL REPORTING A D 01\ 'OMPLIANCE AND OTHER MATTERS BASED 


ON AN AUDIT OF T HE CHEDULE OF TREA URER A D TAX COLLE TOR 

REDEMPTION PROPERTY TAX COLLECTIONS PERFOR.i"1ED 


IN AC ORDANCE WITH GOVERNMENT AUDITING S TANDARDS 


Board of Supe1visors 
Comity of Los Angeles 
Los Angeles, California 

We have audited, in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits in G.01·ern111e11t Auditing Standards 
issued by the Comph·oller General of the United States. the Schedule of Treasurer and Tax 
Collector (TIC) Redemption Pn~perry Tax Collecrious Sche lule) of the Comity of Lo Angele 
(County) for the fiscal year ended June 30, 2016, and the related notes to the Schedule which 
collectively comprise TIC basic Schednle, and have is ued our reporr thereon dated January 
13, 2017. 

l 11ter11al 011/rol over F l11a11cial Reporting 

In planning and perfonning our audit of the Scb.edule. we con idered rhe TTC's internal conn·o) 
over financial rep01ting (internal conh·ol) to detennine the audit procedmes that are appropriate 
i11 rhe ci.rcumsrauce for rlle pmpose of expre sing om· opinion ou tJ1e Schedule, buc not for the 
pmpose of expres ing an opinion on the effectiveue. of t11e ITC internal control over 
financial rep01ting. Accordingly, we do not express an opinion on the effectiveness of the TTC's 
internal conh·ol. 

A deficiency i11 internal control exists when the design or operation of a conh·ol does not allow 
ma1rngemenr or employees in the nonnal course of perfonning their assigned ftmction . to 
prevent. or detect and coll'ect misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the Schednle will not be prevented, or detected and 
coll'ected on a timely basis. A significant deficiency is a deficiency. or a combination of 
deficiencies, in internal control that is less severe than a matelial weakness, yet imp01tant enough 
to merit attention by those charged with governance. 

Om consideration of internal control over financial repo1ting was for the limited pmpose 
described in the first paragraph of this section and was not designed to identify all deficiencies in 
internal control over financial repo1ting that might be material weaknesses or significant 
deficiencies. Given these limitations. during our audit we did not identify any deficiencies in 
internal control over financial reporting that we consider to be material weaknesses. However. 
material weaknesses may exist that have not been identified. 

8 
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Co111plim1ce <md Other Watters 

parr of obtaining reasonable as urnnce abom whether rhe TTC' Schedule i free from 
marerial mi. ta r ment. ' e perforn1ecl te t of ir compliance witll certain provi iou of law . 
r gularion and orller maner . uoucompJjance with which could bave a direct and rnarerial effect 
on the cle-tenn.iuntion of the . cbednle amount . However. providing au opini~m ou compliance 
with th se provisions was not an objective of our audit. and accordingly, we do not express such 
an opinion. The re nits of our re rs cli do ed uo iu ranee of noucompLiauce or other rnarcers 
that are required to be reported nuder Go, ·e1w11e111 A11iliti11g Stm1rlarrls. 

Purpose of this Report 

This repo11 is intended for the information and use of the management of the County. the TTC. 
the C'mmty Board of npe1vi or . and rbe Auditor-Controller. ancl i. uo1 inrended ro be and 
should not be used by anyone other than these specified pruties. 

3cA ~ f{,u I LLP 
To1tance, California 
Januruy 13. 2017 

9 
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COUNTY OF LOS ANGELES 

Trea mer and Tnx Collector Redemption Property Tax Collertlons 

Scbrdule of Findings and Questioned Costs 


Fol" the Fiscal Ytal" Ended Junr 30, 2016 


No .findings were uorecl for fi cal year ended Juue 30. 20 16. 

10 
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COUNTY OF LOS ANGELES 

TI·eas01·e1· and Tax Collector Redemption Property Tax Collections 
Status of PI1or Year Audit Findings 

There were no p1ior year audit findings. 

11 
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Janua1y 13. 2017 

Board of Supervisors 
County of Los Angeles 
Los Angeles, California 

We have audited the Schedule of the Treasurer and Tax Collector (TTC) Redemption 
Property Tax Collections (Schedule) of the County of Los Angeles (County) as of and for the 
fiscal year euded June 30, 1016. and have issued om report thereon da ed January 13. _Q 17. 
Professional standards require that \Ve advise you of the following matters relating to our 
audit: 

Our Rt>sponsibility iu Rt>lation to thl' S('ht>dult> of thl' TTC Rt>dt>mption Propt>rty Tax 
Collt>('tions Audit 

Our responsibility, as described by professional standards. is to fom1 and express an opinion 
about whether the Schedule that has been prepared by management with yom oversight is 
presented fairly. in all material re<,pects, in confonuity with accOlmting principles generally 
accepted in the United States of Amet~ca. Om audit of the Schedule does not relieve you or 
management of your respective responsibilities. 

Our respon.,,ibility. as prescribed by profes">ional <,tandards. is to plan and perfo1m our audit 
to obtain rea'>onable. rather than absolute. assurance about whether the Schedule is free of 
material mi..statement. An audit of the Schedule includes consideration of internal control 
over financial repo1ting a"> a basi'> for designing audit procedures that ai·e appropriate in the 
circum<,tances. but not for the pmpose of expressing an opinion on the effectiveness of the 
TTC's internal control over fmancial reporting. Accordingly. as prut of our audit \Ve 
considered the intemal control of the TTC solely for the pmpose of detenuining our audit 
procedures and not to provide ru1y assurru1ce concerning such intemal control. 

We are respomible for conummicating significant matter'> related to the audit that are. in our 
professional judgment. relevant to your responsibilities in overseeing the financial reporting 
process. However. we are not required to de'>ign procedures for the pmpose of identifying 
other matters to conununicate to you. 

There were no fmding'> regarding c.ignificant control deficiencies over financial repo1ting and 
material noncompliance. and other matter<, noted during our audit. 
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Planned Scope and Timing of the Audit 

We conducted our audit consistent with the planned scope and timing we previously 
conummicated to you. 

Compliance with All Ethics Requfrements Regal'ding Independence 

The engagement team and our finn have complied with all relevant ethical requirement<.. 
regarding independence. 

Qualitatiw Aspects of the Entity's Significant Accounting P1·actices 

lvlanagement has the responsibility to select and use appropriate accounting policies. A 
smmnary of the significant policies adopted by the ITC is included in Note 2 to the Schedule. 
There lrnve been no changes in significant accounting policies or their applications dtu-ing 
2016. No matters have come to our attention that would require us. under profe.,sional 
standards. to i.nfonn you about (1) the methods med to account for significant unusual 
transactions. and: (2) the effect of significant accounting policies in controversial or 
emerging areas for which there is a lack of authoritative guidance or consensu<,. 

Significant Difficulties Encounte1·ed During the Audit 

We encountered no '>ignificant difficultie., in dealing with management relating to the 
perfonuance of the audit. 

Uncol'ncted and Corrected .Misstatements 

For pmpose<, of this conummication. profe.,sional <,tandards require us to accumulate all 
known and likely mis'>tatements identified during the audit. other than tho'>e that we believe 
are trivial. and conummicate them to the appropriate level of management. There are no 
unconected misstatement'> relating to the Schedule. 

Disag1·eements with Management 

For pmpo<,es of this letter. professional standards define a disagreement with management as 
a matter. whether or not resolved to our satisfaction. concerning: a financial accounting:. 
repo1ting. or auditing matter. which could be significant to the ITC'., Schedule or the 
auditor's repo1t. No such disagreement'> aro<,e during the cour<,e of the audit. 

Representations Requested from Management 

We have reque<,ted ce1tain representation'> from management. which are included m the 
management representation letter dated Januaiy 13. 201 7. 
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Mana1ement Con'iultatious with Other Act'ountauts 

In some cases. management may decide to consult with other accountants about auditing and 
accounting matters. Management infonued us that. and to our knowledge. there were no 
consultations with other accom1ta11ts regarding auditing and accounting matters. 

Otbe1· Si1uificant Findin&'i 01· Issues 

In the normal om·se of our profos'>ional a -.ociatiou with the TTC. we genera lly di'>cuss a 
variety of matters. including the application of accounting principles and auditing stand~uds. 
operating and regulatory conditions affecting the entity. and operational plans and strategies 
that may affect the risks of material misstatement. None of the matters discussed resulted in 
a condition to our retention as the TTC's auditors. 

This iufomiariou is intended olely for the \l ~e of tJ1e management of the County. rhe TTC. 
the Comlty Board of upervisors. and tl1e Auditor~Controller. and i-. nor intended to be and 
should not be used by anyone other t11an t11cse specified parties. 

3 


