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requirements of their Agreements. If needed, OCWR should consider updating the terms of their
Agreement(s) to ensure WM'’s relevant systems are appropriate and responsive to Agreement terms (i.e.,
provides information in a format to allow for mandated audits, etc.).
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APPENDIX A: FINDING TYPE CLASSIFICATION

Critical Control Weakness

Significant Control

Attaclxnent D

Attachment

Control Finding

These are audit findings or a
combination of audit findings
that represent critical
exceptions to the audit
objective(s) and/or business
goals. Such conditions may
involve either actual or
potential large dollar errors or
be of such a nature as to
compromise the department’s
or County’s reputation for
integrity. Management is
expected to address Critical
Control Weaknesses brought
to its attention immediately.

Weakness
These are audit findings or a
combination of audit findings
that represent a significant
deficiency in the design or
operation of internal controls.
Significant Control
Weaknesses require prompt
corrective actions.

These are audit findings
concerning the effectiveness
of internal control,
compliance issues, or
efficiency issues that require
management’s corrective
action to implement or
enhance processes and
internal control. Control
Findings are expected to be
addressed within six months,
but no later than twelve
months.
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APPENDIX B: OC WASTE & RECYCLING MANAGEMENT RESPONSE

Thomas D. Koutroulis, Director
601 N. Ross Street, 5% Floor
I 4 COUNTY OF DRANGE Santa Ana, CA 92701

Waste ' Recycling st

Our Community. Our Commstment e g::; B

August 14, 2025

TO: Aggie Alonso, CPA, CIA, CRMA
Internal Audit Department Director

SUBJECT: Response — OC Waste & Recycling Contract Compliance Audit of Waste
Management

OC Waste & Recycling (OCWR) has received the draft report of the Contract Compliance Audit
of Waste Management (WM) for the period of May 1, 2022 through December 23, 2024. As
requested, the following narrative summarizes the five control findings and weaknesses and
responses from OCWR’s Management.

FINDING NO. 1 - Mismatched Service Fee Descriptions

Recommendation:

The County and OCWR should request that WM update their customer invoice service
descriptions to include details that trace to the Hauler Rate Schedules’ service descriptions to
improve accuracy of billing and prevent confusion from customers who may not understand the

service(s) referenced on invoices.

OCWR Management Response:

Concur. OCWR will request WM to conduct a self-audit of their billing system and
update customer invoice service descriptions to match descriptions found in the franchise
contract rate schedules.

FINDING NO. 2 — Over/Undercharged Invoices

Recommendation:

The County and OCWR should request the WM implement a mechanism for ensuring the
calculation methodologies are reviewed for accuracy on a regular basis.

OCWR Management Response:

Concur. OCWR will request WM to conduct a self-audit of their billing system to review their input and
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internal billing calculations for customers for accuracy on a regular basis.

FINDING No. 3 — Unapproved Rates

Recommendation:

The County and OCWR should conduct a full review of WM’s service charges in their billing
system to verify that services previously agreed upon as not part of the Agreement are removed
from the system to prevent future misses of the service charge.

OCWR Management Response;

Concur. However, OCWR believes it would be more efficient for WM to conduct a self-andit in
conjunction with the other findings noted in this audit. OCWR would request an annual report or
other correspondence verifying service charges have been removed.

FINDING No. 4 - Manure Fee Disputes

Recommendation;

The County, OCWR and WM should prioritize the renegotiation of commercial versus
residential manure rates to ensure alignment and proper billing rate application. Once manure
rates are determined and agreed upon, the County should update the contract with WM to ensure
the appropriate rates are reflected.

OCWR Management Response:

Concur. Although OCWR has discussed this issue numerous times with WM and provided
direction to negotiate residential manure rates as a special service as allowed by the contract,
WM has stated to OCWR that it doesn’t feel the issue has been settled. OCWR has contacted
County Counsel for assistance, who recommends meeting with WM again to review the contract
language. OCWR will rely on recommendations from County Counsel on ways to resolve this
issue.

FINDING No. 5 — Vendor System Limitations

Recommendation:

OCWR should work with WM to better understand key functions and limits of WM’s existing
financial, invoicing, and customet management systems to ensure they meet the needs of the
County and the requirements of the Agreements. If needed, OCWR should consider updating the
terms of their Agreement (s) to ensure WM's relevant systems are appropriate and responsive to
Agreement terms (i.e. provides information in a format to allow for mandated audits, etc.)

2|Page

12

OCWR Waste Management Contract Compliance (Audit No, 2420
Page 14 of 15



Attacrliqn%anctlxnent b

OCWR Management Response:

Concur. The franchise agreements contain language in Sections 9.4 Accounting and Records
and Appendix 6 B Record Keeping for the Franchisee to maintain and preserve all cash, billing
and disposal records for at least five (5) years following the term of this Franchise. OCWR will
follow up with WM to determine if their system can comply with the accounting and

records sections. OCWR will consider amending or clarifying the terms of their Agreement
regarding their record keeping systems if needed.

OC Waste & Recycling appreciates the collaborative approach taken by Macias Gini &
O’Connell in drafting the audit report and the courtesy extended to Waste Management and
OCWR staff'involved. Should you have any further questions, please contact Jo Anne Taylor,
Business Operations and Contract Manager, at (714) 834-5513.

Thank you.

Tom Koutroulis, OCWR Director

cc: Michelle Aguirre, County Executive Officer
Lisa Fernandez, Performance Management and Policy Director, County Executive Office
Michael Dean, Senior Audit Manager, Internal Audit Department
Vicki Sun, Manager, Macias Gini & O’Connell
Lisa Smith, Dcputy Dircctor, Business Services and External Affairs, OCWR
Jo Anne Taylor, Business Operations and Contracts, OCWR
Bobby Pitrone, Contract Compliance Manager, OCWR
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