
 

Cooperative Extension San Joaquin County 
4-H Youth Development Program 

May 10, 2018 
 
Re: San Joaquin County Leaders Council Financial Review 
 
Executive Summary: 
The California 4-H Policy Manual begins its financial management chapter by 
identifying the three major factors that govern a proper internal control system and 
environment: awareness, attitude, and discipline (9:III:A).  Within the final scope of this 
review of the San Joaquin County Leaders Council, a number of serious issues were 
uncovered through our investigation.  While they vary in their depth and breadth of 
impact, we can unilaterally trace all these issues back to failures in each of these 
three underlying factors.  A poor internal control system routinely impacted program 
operations due to the actions or inaction by the state 4-H office, county extension office, 
and county council.  This report does not seek to lay blame on any one individual or 
unit, but rather identifies a long-standing and deeply-embedded organizational culture 
of indifference toward oversight of financial practices which has impacted every level of 
the program, not just temporarily, but for decades.  We reviewed relevant documents, 
policies, and circumstances for the California State 4-H Office, the University of 
California Cooperative Extension San Joaquin County 4-H Program, and the San Joaquin 
County Leaders Council. 
 
We found four recurring issues of concern across the state, county, and council levels:  

1. Improper or complete lack of training in financial policies, responsibilities, 
and practices 

2. Inadequate responses to known instances of improper or ineffective financial 
practices 

3. Incompetent professional support 
4. Poor or absent communication between units 

 
Through these shortcomings, the Leaders Council was left without the necessary 
information to properly aid in planning and developing 4-H programming and events, 
as is their mandated purpose (8:III).  Since 2013 the council has not produced a 
functional operating budget—the main source of information to reflect on program 
management and make adjustments accordingly.  This lack of information and review 
has led to the council accruing over $40,000 in excess funds since 2010, while also 
carrying over $110,000 of previous excess funds.  As of this report’s writing (May 10, 
2018), the council’s current adjusted capital stands at $218,794.44.  Non-profit budget 
management practices would dictate that amount be closer to $60,000.  This means 
the council is currently carrying over $150,000 of excess funds. 
 
This review has found that the prolonged lack of training in financial policies and best 
practices, inadequate UC and 4-H Program support, and a pervasive apathy toward 
financial oversight has significantly hampered appropriate use of funds and impacted 
the opportunities and robustness of the 4-H Youth Development Program in San 
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Joaquin County.  Over the history of the organization, we can identify at least 40 years’ 
worth of large excess fund carriage (over $50,000 in excess funds per year) and an 
extreme excess fund carriage for the past 20 years (over $100,000).  The youth in this 
county and their families, donors, and volunteers who support them have been 
significantly underserved by this program for at least four generations of 4-H 
members.   
 
We cannot allow this situation to continue.  We have identified a series of multi-tiered 
action plans to correct improper financial management practices and, through their 
fulfillment, we pledge to better serve San Joaquin County and the 4-H Youth 
Development Program. 
 
 
 
 
 
 
Emma M. Fete Brent Holtz  
4-H YDP Advisor County Director 
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Financial Review & Report 

 
Background: 
With the arrival of a new program advisor in December 2017 and the closing of the 
program and fiscal year in June 2018, we began to look for information regarding the 
council’s financial condition and operation to plan for the following program year.  At 
this time, the advisor became aware of missing and insufficient budgets and financial 
reporting, as well as a lack of annual reviews at both the council and county office levels 
for at least the past five years.  The confused state of financial reports and procedures 
combined with the overdue review led the office to perform this assessment. 
 
Scope: 
Initially, the scope was intended for 2013-2018.  With the identification of many long-
standing issues, narrow investigations ended up going all the way back to 1965.  The 
deepest investigations focused on the 5-year timeframe of primary interest.   
 
Methodology: 
Financial reports, budgets, bank statements, ledgers, and treasurer’s records were the 
main source of specific and detailed financial information.  Interviews with current and 
previous staff, leaders, and accountants provided contextual and situational 
information.   
 
Findings: 
The California 4-H Policy Manual begins the financial management chapter with the 
identification of internal controls in section III: “A successful organization must have an 
‘internal control system’ to coincide with privileges and responsibilities.  This concept is 
recognized by all enterprises, both public and private, as the framework for good 
management.”  In particular, the manual identifies three major factors that govern this 
system and environment: 

“1.  Awareness: Communication of what is expected 
2.  Attitude: Incentive to exercise control 
3. Discipline: Assurance that activities are controlled” (Ch9:III.A) 

 
Within the final scope of this review, a number of serious issues were uncovered 
through initial and in-depth investigation.  While they vary in their depth and breadth 
of impact, we can unilaterally trace all these issues back to failures in each of these 
three major factors.  A long-standing and deeply-embedded organizational culture of 
passive oversight of financial practices has impacted every level of the program.  None 
of these issues were new to the most recent program or fiscal year; clearly, decades of 
complacency toward financial controls and checks was pervasive at all levels.  We also 
recognize that financial policies have shifted over the years, and those currently in 
effect should not be used to judge financial procedures from decades before.  With this 
in mind, while this report will identify instances and situations where a poor internal 
control system impacted proper financial policies and program operations, it does not 
seek to lay blame on any one individual or unit and any attempt to do so would only 
demonstrate a complete misapprehension of the true scope of the issues we found. 
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To address these problems and provide action plans for appropriate bodies within the 
4-H Program, this report will identify the relevant impacts by levels of state 4-H office, 
county extension office, and county leaders council.  All finalized action plans developed 
to rectify problems should identify specific steps needed and a timeline for their 
implementation.   Since the problems are multi-level, action plans should also provide 
as many opportunities to work in coordination across levels of organization as possible.   
 
We found four major categories under which more specific problems can be organized.  
We will list these issues, explain their impact at each level of the organization’s 
structure, then specify action plans to address them. 

 
Discussion: 
 

1. Improper or complete lack of training in financial policies, responsibilities, 
and practices 

 
This problem is by far the most extensive, but also the easiest to fix.  Ignorance of 
procedure is unacceptable in a program this large and handling this much money.  
Numerous times, lack of training or awareness of policies exacerbated what should 
have been small issues, turning them into perpetual and expansive problems. 
 

a. Staff are not trained on nor prepared to teach proper financial 
practices 

 

Significant Findings 
1. Improper or complete lack of training in financial policies, responsibilities, 

and practices 
a. Staff are not trained on nor prepared to teach proper financial practices 
b. Council officers are not trained and do not fulfill required financial 

practices 
2. Inadequate responses to known instances of improper or ineffective financial 

practices 
a. Instance of gross mismanagement did not result in sustained changes to 

practices or attitudes 
b. Instances of inadequate financial practices were not addressed or 

neglected 
3. Incompetent professional support 

a. Accountant was not giving good advice, and financial reviews were 
misunderstood and misapplied 

4. Poor or absent communication 
a. Staff and council officers did not communicate when problems arose and 

were left feeling abandoned or resented 
b. Council reporting was incoherent to general members 
c. Staff wanted to make problems go away, not address underlying issues 
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State Level: 
This failing begins at the University of California and state 4-H office level.  State 
program staff have no process for training or even briefing new county program staff 
on financial policies or best practices, other than to refer them to the policy manual.  
Any discontinuity in staff or leaders creates a massive knowledge gap, particularly if 
that person had been long-serving.  Though they are legally responsible for oversight, 
county program staff are not prepared to provide said oversight unless through 
intentional and self-motivated pursuit of information. 
 
County Level: 
Because staff are not formally trained, they are often left to simply learn over time or 
through experience.  This is troubling for many reasons, but particularly for the undue 
burdens this approach puts on new staff.  Additionally, because of periodic updates, by 
the time staff do absorb any policies through experience, those policies are often then 
outdated. Most disturbingly, having a lack of training and proficiency on policies creates 
a timidity in providing guidance and an inability to recognize misapplications as they 
happen.  This atmosphere is ripe for missing small problems until they snowball into 
much greater ones.  
 
Council Level: 
Council officers are left at the mercy of what county staff impart to them.  In general, 
officer turnover tends to be very high or extremely low, creating both very short and 
very long institutional memory. However, the areas of expertise of these memories are 
inconsistent and if any one member becomes too much relied on, a loss of that person 
transforms their long-held duties into unimaginable mysteries to those who come in 
afterward.  If the staff cannot be relied on to provide necessary knowledge and 
guidance, council officers are left on their own. 
 

b. Council officers are not trained and do not perform required 
financial practices 

 
State Level: 
In a cascade of effects, by the state not training county staff, council officers were left 
untrained and had to rely on other leaders or simply improvise financial policies and 
procedures.  This puts financial compliance at serious risk. 
 
County Level: 
We have documented that, despite policy requiring staff to provide mandatory annual 
training for both club and council-level treasurers (9:V:A:2), financial trainings of 
executive board officers has not taken place for at least the past 15 years.  The previous 
treasurer’s expertise combined with the reluctance of taking on the responsibility of 
oversight by contemporary program representatives, advisors, and county directors 
also contributed to this lack of training.  This general neglect certainly also played a role 
in a previous embezzlement situation (see item 2a below), which pre-dated almost all 
current staff and council membership.  
 
Council Level: 
Unfortunately, being untrained and essentially unsupervised had the greatest impact on 
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council officers and the general council membership.  Due to lack of information and 
training, there has been a general perception that the treasurer’s position was 
burdensome and required high levels of financial expertise, leading to a dearth of 
interested volunteers to take over.  During the prior treasurer’s nearly 15-year tenure, 
she tried multiple times, including several years in a row, to recruit a new leader to take 
over with no success.  By the time she passed away in 2014, knowledge of her process 
and expertise went with her.   
 
This also created a dangerous situation of a council and staff handing over an 
essentially unknown financial situation to a new treasurer.  That vacuum of knowledge 
then led to another significant issue, where reliance on the outside accountants who 
balanced the council’s books at the end of the year produced four years of practically 
indecipherable financial reports.  The council was left without the necessary 
information to properly aid in planning and developing programming and events, as is 
their mandated purpose (8:III).     
 
Since 2013, the council has not produced a functional operating budget, the main 
source of information to reflect on program management and adjust accordingly.  As 
stated in the policy manual, “budget management is a primary responsibly of 4-H unit 
and VMO officers.  Thus, officers are responsible for ensuring that members are kept 
abreast of the budget targets as compared to the actual expenditures” (9:VII:A:4).  
However, the budget used in the past four program years has been essentially 
unchanged despite serious income and expense disparities, and no actual versus 
budgeted expense and income reports were ever furnished or reviewed.  Additionally, 
the budget was not approved until well-into the program year, with voting typically 
occurring during the September or even November meeting. 
 
Critically, this has left the council completely unable to appropriately account for their 
actual expenses and income or to accurately assess the financial condition of the 
organization.  While the budget process was reactive and adjusted until 2014, the 
following four years did not include that same process.  Troublingly, from 2010-2013, 
even while the budget was being adjusted for a decrease in enrollment and expenses, 
the council collected excess income of just over $20,000.  Accrual of excess income was 
exacerbated in the intervening years by the lack of any budget review or adjustment at 
all.  
 
Since 2010, expenses have been falling or flat, but since 2014 the budgeted income and 
assessment fees were left almost entirely unadjusted.  San Joaquin County has some of 
the highest assessment fees in the state (even with the decrease last year from $20 to 
$17 per member).  For the FY2016-2017, the council made $5060 in excess income. In 
2015-2016 they made $7005. Current projections put the 2017-2018 fiscal year again 
above $5000 in excess income.  This means since 2010 alone, the council has accrued 
over $40,000 in excess funds.  During this same time period, council also continued to 
carry more than $110,000 of previous excess funds that were invested in UC Short-term 
Investment Pool (STIP) accounts after the embezzlement situation.  As of this report’s 
writing (May 10, 2018), the council’s current capital stands at $218,794.44.  Non-profit 
budget management practices recommend carrying roughly two program years of 
operating expenses and necessary cash-on-hand (cash flow budget), which would 
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dictate an amount closer to $60,000 (see Coe, C. K. (2011). Nonprofit Financial 
Management: A Practical Guide. New York: John Wiley and Sons).  However, the council 
is currently carrying over $150,000 of excess funds beyond that amount. 
 
The prolonged lack of training in non-profit operation and budgeting created the most 
egregious missteps of council operations by significantly hampering appropriate use of 
funds.  Looking into existing financial records of the council over the history of the 
organization, we can identify at least 40 years’ worth of extreme excess fund carriage 
(over $50,000 in excess funds per year) with the council carrying over $100,000 for the 
past 20 years.  Due to this lack of training, the families, volunteers, donors, and youth in 
this county have been significantly underserved by this program for at least four 
generations of 4-H members.  Members have been paying into fund accumulation that 
not only failed to benefit themselves during their own participation in 4-H but failed to 
benefit even future generations of members.   
 
Though the required peer review audit (9:VI:B:7) would have offered an opportunity 
for the general council membership to possibly identify this situation, we cannot find 
that at any time a peer review has been performed at the council level. 
 

2. Inadequate responses to known instances of improper or ineffective 
financial practices 

 
It is the job of those in leadership and management to react swiftly and effectively to 
deficits in operations.  This job was neglected at two very important moments by 
multiple parties, leaving the organization vulnerable to future problems. 
 

a. Instance of gross mismanagement did not result in changes to 
practices or attitudes 

 
In 1999, the San Joaquin County 4-H Leaders Council treasurer was caught embezzling 
out of the large pool of excess and trust funds belonging to the council.  Sadly, at the 
same time, several other counties were finding similar instances of mismanagement.  In 
the aftermath, the state 4-H office changed its financial policies to try to develop better 
internal control systems.  The new policies were enacted in 2001.  San Joaquin County 
was one of the first to be required to change their financial procedures.  Unfortunately, 
these policies do not seem to have been fully implemented. 
 
County Level: 
There were multiple new requirements and adjustments to procedures, but we found 
three items that were key in addressing the greatest weaknesses in the San Joaquin 
County system: multiple signatories required on accounts, excess funds being moved to 
UC controlled environments until they are needed, and annual professional accountant 
financial reviews.  However, these changes were not followed completely.  The financial 
reviews were not audits (verification of proper financial procedure and adherence to 
policy), but only reconciliations and statements of financial position (verification of 
documented transactions and balances).  And, as stated, the excess funds became long-
term hoards instead of reinforcing planned spending.  Even the discovery of criminal 
activity did not motivate the contemporary staff to more directly support the council’s 
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financial operation.  The failures of support, attitude, and communication remained 
essentially unchanged. 
 
Council Level: 
While the culpable party was removed and changes were made in control of funds to 
supply more oversight, none of the underlying attitudes or misconceptions of non-profit 
operation were addressed, nor were trainings received, leaving council as unprepared 
to operate effectively as they were prior to the embezzlement’s discovery.  Rather than 
addressing the problem of excess funds and appropriate spending and program 
planning, excess and trust funds were moved to the Short-term Investment Pool (STIP) 
within the UC system and placed under the control of the County Director with no plan 
or procedure, remaining largely ignored for the past 20 years.   
  

b. Instances of inadequate financial practices were not addressed or 
were neglected 

 
While slightly less problematic, these moments were missed opportunities to take steps 
to amend procedures. 
 
County Level: 
After the previous treasurer’s passing, county-level support was unavailable to the new 
treasurer.  Recently hired staff and years of no direct program oversight via a program 
advisor meant the new treasurer was forced to rely on the only resource they had to 
understand the council’s operations.  Instead of working to address the treasurer’s 
repeatedly stated confusion, staff relegated their authority to the council’s outside 
accounting firm.  In a misguided act of leniency for this state of confusion and 
subsequent adjustment period, staff also allowed required budget and expense reports 
to go unprovided, even though they were aware of the necessity and importance of 
these documents.   
 
Council Level: 
The treasurer’s openness of her confusion over the council’s financial operations was 
admirable—she was willing and able from the beginning to identify and voice her need 
for help.  Unfortunately, the council was as unfamiliar with the process and procedures 
as she was, so their reflex was to rely on the outside accounting firm to provide 
guidance without any further investigation into the underlying problems or system.   
 

3. Incompetent professional support 
 
Relying on an outside accounting firm to fix these myriad problems became a 
dangerous crutch which addressed none of the underlying issues and instead actually 
created more.  While the council bylaws enacted after the embezzlement situation only 
required “an annual review of the camp books and council treasury by an outside 
independent accounting firm,” California 4-H policy and the request placed by the 
county director at the time specifies that an audit should have been performed by a 
certified public accountant (CPA), not just an outside accounting firm (9:XVII:C:4).  The 
representative from the accounting firm that council worked with was not a CPA and 
did not perform an actual audit.   
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This accounting firm representative was also unfamiliar with state 4-H policies, so all 
advice she provided was without knowledge of specific accounting protocols the council 
was required to follow.  Due to confusion and unfamiliarity, most advice was 
inadequate or misunderstood.  Our investigation also found that much of her advice 
was inappropriate and inaccurate, creating further confusion.  For example, the 
representative’s reliance on the QuickBooks software led to the new treasurer having to 
follow an unnecessary triplicate system of a paper ledger, documented invoices and 
payments, and QuickBooks entries for documentation of all transactions.   The 
representative also misled the treasurer about the nature of a chart of accounts, instead 
reinforcing a quirk of the software to not change or add any new subaccounts due to 
software continuity problems.  This made the representative’s annual reconciliation 
process easier but made it impracticable for council to appropriately record spending 
and rendering it impossible for us to return to the transactions and retroactively build 
and assess budgets.  Council had been forced to shoe-horn transactions into existing 
subaccounts rather than accurately document them via a new or amended subaccount.   
 
Another quirk of the software added even further confusion by its need to place all 
subaccounts under liabilities, even those which had positive balances and were income-
related accounts.  General ledger statements and asset/liability income statements 
were practically indecipherable, even to staff and leaders with accounting experience.  
The general council membership and leadership certainly were unable to accurately 
assess the current financial situation with any statements provided by the accounting 
firm or the QuickBooks system. 
 

4. Poor or absent communication 
 
At the core of all of these issues is the problem of poor or absent communication 
between council leaders, county program staff, and state office members.  The staffing 
situation at the county extension office can explain part of this.   The prolonged vacancy 
of the UC academic advisor position left no direct oversight of the program for nearly 10 
years since the new policies were enacted in 2001.  In the same time period, poor 
working relationships with a problematic program representative also left the leaders 
with a decreased sense of trust in the county program staff.  We also found instances of 
several program staff over the years who went out of their way to avoid shouldering the 
responsibility of financial oversight and support. 
 
At the same time that council leadership were unable to fully understand the level of 
financial dysfunction due to their lack of training and knowledge, the general council 
membership was also left uninformed and misled.  The council leadership’s cavalier 
attitude toward addressing confusion translated into a similar attitude and continued 
confusion of the general council membership.  Because of all these issues, turbulence 
like losing the treasurer, going without an advisor for years, and general program 
turmoil caused massive gaps in programming and service.   
 
Caveat: 
 
While the general council funds were found to be in a troublesome state, we did not find 
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the same situation with the camp account or budget.  Camp operated separately under 
the camp committee and demonstrated both a budget and review process as well as a 
balanced budget, usually coming within $1000 +/- of projected costs. 
 
Policy Violations: 
This review found repeated violations of the following policies: 
9:III – The Concept of Internal Controls  
9:IV:E:2 – Review of Monthly Statements 
9:V:A – Training of Treasurers 
9:V:B:1,4,6 – Maintenance of Records 
9:VI:B:4,7,9 – Responsibilities 
9:VII:A:3,4,5,6 – Budget 
9:VII:B – Revenue 
9:VII:C:2 – Authorization for 4-H YDP Fundraising 
9:VII:D:2 – Fundraising Guidelines 
9:VII:E – Fund Sources 
9:X – Management of Excess Funds 
9:XI:A – Accountability 
9:XI:F – Other Necessary and Supporting Records 
9:XI:K – Handling Funds for Project Groups 
9:XVII – Financial Reporting and Completion 
 
Prescriptive and Preventative Actions: 
This review recommends the following actions be taken by the Leaders Council and San 
Joaquin County 4-H Office to help prevent these types of issues from happening in the 
future and to foster a stronger and more robust program to better serve the youth 
members and adult volunteers.  
 
Training and Documentation 

1. Ensure and require all county 4-H staff to be well-versed in financial policy 
requirements. 

2. Ensure and require Executive Council and Standing Committee Leaders attend 
annual 4-H and non-profit operation training, led by county 4-H staff.  

3. Ensure and require all Treasurer, Treasurer Advisors and Club Leaders attend 
annual 4-H financial training, led by county 4-H staff.  

4. Maintain all 4-H council and club records (annual budgets – approved by CD, EIN 
Records, Bank statements with check images included, annual financial 
statements, inventory reports and annual audit and peer review reports).  

5. Ensure annual peer review audits are performed and reported as required. 
6. Review and update all financial policies within the Council by-laws. 
7. Make this report available to the state 4-H office and ensure the deficiencies 

identified are shared with relevant staff. 
 
Fund Management 

1. Enact immediate and long-term spend-down procedures to address excess 
funds. 

a. Provide specific annual spend-downs to programming via the 
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Programming Committee, allowing them spending authority (similar to 
the Camp Committee). 

b. Create 5- and 10-year spend-down plans and ensure annual review of the 
plan and related activities by Advisor and County Director. 

c. Proceed with an immediate spend-down on equipment out of equipment 
STIP fund to develop day camp and STEAM projects. 

2. Reduce and refocus Council assessment fees, charging $5 per member and 
assessing the club, not the individual member, at the end of the program year. 

3. Ensure and require Council budgets and budget reviews are done collaboratively 
with county staff (Program Representative, Advisor, and/or County Director) 
and ensure annual budgets are approved and in place prior to the beginning of 
their operating program year. 

4. Transition to a new chart of accounts and accounting system as provided by the 
4-H staff. 

5. Limit future fund holding to an average of no more than twice the operating 
budget and cash-on-hand requirements and direct large or trust donations to the 
State or San Joaquin County 4-H Foundations. 
 

 
We acknowledge that these steps are being integrated into the San Joaquin County 4-H 
financial management protocols and have been agreed to by the San Joaquin County 
Leaders Council and the San Joaquin County 4-H Office. 
 
 
 

X
4-H YDP Advisor

 

X
County Council President

 
 

X
County Director


