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Internal Audit 
 
Eric Spivak 

County Auditor 

 
10 S. Oakdale, Room 214 

Medford, OR 97501 

Phone: (541) 774-6021 

Fax: (541) 774-6705 

SpivakER@jacksoncounty.org 

  
 

To: Board of Commissioners 

Re: Audit of  

Date: June 5, 2019 

 

The enclosed report presents the results of an audit of the Finance Department.  

 

The audit was designed to review the control structure over certain functions of the Accounting, 

Treasury, Taxation, and Property Management programs within the Finance Department 

(Department).  

 

Overall, we found the Department has generally implemented the necessary controls to protect the 

County’s assets and to be compliant with State laws and regulations. As to be expected of any 

department with many varied functions, there are opportunities to strengthen controls in certain 

areas. Page 32 of the report contains a summary listing of the additional controls we think should 

be implemented. 

 

Please feel free to contact me at your convenience if you have any questions or would like 

additional information not contained in the report. 

 

 

C: Audit Committee 

 Shannon Bell, Finance Director/Treasurer 

 Moss Adams, LLP    
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Finance Department 

What We Found 

Use of bank reconciliations as a control activity 

can be improved upon by further segregation of 

related duties and by strengthening 

documentation practices.  

The duties involved in operating County ATM 

activities should be segregated.  

The Accounts Payable program operates with 

appropriate controls. We did provide a few 

suggestions for consideration that may help to 

increase efficiency.  

The operating departments should be involved in 

preparation of the Schedule of Expenditures to 

decrease the likelihood of inaccurate reporting.  

Changes should be made to the process for 

completing the annual Chargeback Cost Allocation 

Plan to provide assurance that central service 

departments do not make changes without first 

obtaining the benefit of formal, documented 

approval from the Cost Allocation Committee.  

Investments were appropriately selected, 

however, there were a few minor instances of 

non-compliance with some Policy requirements 

regarding the selection and approval of brokers. 

The policy needs to be updated to reflect current 

needs and practices.  

For the Property Management program a 

comprehensive set of policies and procedures is 

needed to ensure continuity and an organization-

wide understanding of the manner in which these 

activities are to be performed. Moreover, we 

found that the body of work assigned to this 1 FTE 

has expanded over the years and should be 

refocused on the position’s core area of 

responsibility.  

Why We Did This Audit 

We conducted this audit in accordance 

with the FY 17-18 Internal Audit Plan. 

Our objectives were to determine if: 

- Bank reconciliation processes met or 

exceeded best practices. 

- ATM operations met or exceeded best 

practices.   

- Accounts Payable workflow processes 

could be more efficient.  

- The Cost Allocation Plan is updated to 

reflect changes approved by the Cost 

Allocation Committee.     

- Real property foreclosure processes 

were compliant with legal requirements.  

-  Lease agreements were compliant with 

key requirements and payments were 

current. 

- The fee charged Curry County for tax 

payment processing covers the cost of 

providing the service.    

- Selection of brokers and the receipt of 

investment quotes are being performed 

in accordance with the County 

Investment Policy.  

What We Recommend 

The summary of recommendations 

begins on page 32. 

 

 

 

Audit Results 
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Introduction and Background  
 

The Finance Department (Department) provides financial support, control, and 

income generation services to the County. The Department also provides 

revenue collection services to all County taxing districts, property tax assistance, 

and support services to the public. The Department is comprised of the 

following four programs:  

  

1. Accounting 

The Accounting program is an internal service program tasked with managing 

the preparation of the County’s Comprehensive Annual Financial Report, 

processing journal entries, accounts payable, payroll, and other related duties. 

 

As an internal service program, Accounting is primarily funded through 

chargebacks to the other County departments. The program’s fiscal year 2018-

19 budget is $792,560. Personnel costs account for 93% of the budget and 

materials and services the remaining 7%. The program has 8.60 full-time 

equivalents (FTE) budgeted for fiscal year 18-19. 

 

2. Treasury 

Like the Accounting program, the Treasury program is also an internal service 

program. The Treasury program is tasked with managing the County’s funds. 

This includes receiving department monies, disbursing tax revenue to taxing 

entities, providing debt service administration and maintaining an investment 

pool. 

 

As an internal service program, Treasury is primarily funded through 

chargebacks to the other County departments. The program’s fiscal year 2018-

19 budget is $212,801. Personnel costs account for 89% of the budget and 

materials and services the remaining 11%. The program has 1.65 FTE budgeted 

for fiscal year 18-19. 

 

3. Taxation Office 

The Taxation Office is tasked with maintaining the tax roll, collecting taxes, 

assisting the public, processing foreclosures, and other related duties.  

 

The program’s fiscal year 2018-19 budget is $729,132. Personnel costs account 

for 57% of the budget and materials and services the remaining 43%. These 

program expenses are covered by the General Fund at 52%, 18% comes from 

the State’s County Assessment Function Funding Assistance (CAFFA) grant, and 

the remaining 30% from fees and other revenue sources. The program has 4.65 

FTE budgeted for fiscal year 18-19.  

Background 
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4. Property Management 

The Property Management program is responsible for managing the County’s 

real property assets including the granting of easements, negotiation of leases, 

and maintaining records on County-owned property that is retained for 

operations. The program also is involved in the processing of foreclosures.  

 

The program’s fiscal year 2018-19 budget is $597,170. Personnel costs account 

for 24% of the budget and materials and services the remaining 76%. These 

program expenses are covered by property sales, easements, and lease 

payments. The proceeds received on foreclosures may only be retained to the 

extent that they cover the County’s actual costs. Any remaining proceeds are 

distributed to the taxing entities. The program receives no General Fund 

support. The program has 1.60 FTE budgeted for fiscal year 18-19. 

 

We conducted our audit in accordance with Codified Ordinance 218 pertaining 

to the County Auditor.  This audit was included in our fiscal year 2017-18 

Internal Audit Plan. 

 

We conducted this performance audit in accordance with generally accepted 

government auditing standards. These 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. 

 

 

We did not withhold information that would be considered sensitive or 

confidential.   

 

 

The audit primarily focused on fiscal year 2016-17 and 2017-18, and the controls 

in place at the time of the audit. We were unable to complete our review over 

the distribution of revenue from the sale of foreclosed properties to other 

governmental entities. The year selected for review was fiscal year 2016-17, and 

per discussion with the Finance Director some of the information requested has 

been archived. Therefore, in order to release the audit we decided not to wait 

to have the information provided in order to complete our review. Instead we 

discussed our results of the items reviewed with the Finance Director and 

reported her responses in the body of the report.   

 

In addition, the audit objectives did not include reviewing the position 

descriptions and related workloads for the purpose of assessing staffing 

assignments or levels. Nonetheless, we offer the opinion that a review of the 

Personal Property Field Deputy position is needed to ensure the position is 

Audit Authority 

Compliance with 

Government 

Auditing 

Standards 

Confidential or 

Sensitive 

Information 

Audit Objectives, 

Scope & 

Methodology 
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utilized for its intended purpose. Given our knowledge of the Finance 

department’s operations we offer our assistance to Finance and Human 

Resources should Finance decide to act on our opinion that a position review 

should be conducted. 

 

We base our opinion on the fact that the job description for this position was 

created in 1997 with the intent that the position be focused on personal 

property-related duties, as indicated by the job title. However, the current 

workload of the position includes assisting in the acquisition and disposal of real 

property, managing certain leases of County-owned property, managing aspects 

of the real property tax foreclosure process, and involvement with requests for 

easements. 

 

The individual within this position should be commended for her willingness to 

work on many varied tasks for the Finance department. However, these many 

tasks take time away from the employee’s ability to focus on personal property-

related duties. Therefore, consideration should be given to refocusing the 

position on activities related to personal property and reassigning the other 

tasks and activities. 

 

Our audit objectives focused on: 

1. Ensuring that bank reconciliation processes met or exceeded best 

practices.  

2. Ensuring that ATM operations met or exceeded best practices. 

3. Evaluating whether Accounts Payable workflow processes could be 

more efficient. 

4. Ensuring that the Cost Allocation Plan is updated to reflect changes 

approved by the Cost Allocation Committee. 

5. Verifying compliance with real property foreclosure legal requirements.  

6. Verifying compliance with key lease agreement requirements and 

ensuring lease payments were current.  

7. Verifying that the fee charged Curry County for tax payment processing 

is covering the costs of providing the service.  

8. Verifying that the selection of brokers and the receipt of investment 

quotes are being performed in accordance with the County Investment 

Policy.  
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Our audit procedures included: 

 

¶ Reviewing County Ordinances, Oregon Revised Statutes, and other 

applicable criteria. 

¶ Interviewing and observing staff. 

¶ Reviewing documentation, such as calculation of fee charged Curry 

County, the distribution of foreclosure proceeds to taxing entities, and 

bank reconciliations. 

¶ Analyzing data, such as personal property collections. 
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Chapter 1 ς Bank Reconciliations 
 

The following are considered best practices for performance of bank 

reconciliations:  

 

¶ Performing the bank reconciliation should be done by an individual 

independent of the cash handling function (i.e., a person that does not 

have access or custody of cash and is not responsible for recording cash 

receipts and disbursement transactions). 

¶ Completing the bank reconciliation should be done soon after the 

banking period ends. 

¶ Reviewing the bank reconciliation should be done by a person who did 

not perform the reconciliation.   

¶ Correcting entries that resulted because of the reconciliation should be 

authorized by an individual with the appropriate authority to do so. 

¶ Resolving outstanding reconciling items should be done in a timely 

manner. 

¶ Maintaining adequate documentation to support the bank 

reconciliation should be done to ensure that an outside reviewer could 

review and/or re-perform the reconciliation. 

 

We compared the above best practices for performing bank account 

reconciliations to the Finance Department’s practices and the results of the 

comparison is presented next. Our review focused on selecting the most 

recently completed reconciliations when conducting the review in March 2018, 

and the controls in place at the time of the audit.  

 

There is a lack of segregation of reconciliation duties from other accounting 

duties, however, controls will be implemented to mitigate risks resulting from the 

lack of segregation. 

 

Control by one person of all phases of the accounting function increases the risk 

that errors and fraud may occur and then go undetected. Therefore, it is best 

practice that there be segregation of the duties of cash custody, record-keeping, 

authorization of transactions, and the performance of account reconciliations.  

However, achieving the appropriate level of segregation is difficult for 

organizations with limited personnel. 

 

Of the 9 accounts reviewed, we did find that there appeared to be adequate 

segregation of duties over 6 of these accounts. For these 6 accounts, the 

individual completing the reconciliation was independent of cash handling 

There are many 

best practices 

over performance 

of bank 

reconciliations  

There appears to 

adequate 

segregation of 

duties over 6 of 

the 9 accounts 

reviewed 
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functions and the review of the reconciliation was assigned to an appropriate 

individual (Finance Director).  

 

For the remaining 3 accounts, the Finance Director was responsible for 

performing the reconciliation and there was no one assigned to review these 

reconciliations. The majority of the accounting transactions performed by the 

Finance Director in relation to these accounts are referred to as journal entries 

(e.g., transfer from one account to another). However, that does not preclude 

the Finance Director from completing other accounting transactions, such as 

cash deposits, or having access to cash. Moreover, journal entries and 

reconciliations performed by the Finance Director are not reviewed by a second 

individual. 

 

We discussed the three accounts with the Finance Director and came to the 

following agreement: 

 

¶ The first of the 3 accounts (the residual account) will be closed soon, 

therefore, no changes to duty assignments will be made. Once the 

account closes we will determine if review by Internal Audit of the 

closing of the account is warranted.   

¶ For the second account (departmental deposits and general payments) 

the Accounts Payable Program Manager will begin reviewing the 

reconciliation. 

¶ For the last account (purchase card and ePayable), the performance of 

this reconciliation will be delegated to another staff member to improve 

segregation of duties over this account though existing factors already 

mitigate risks associated with this account. The Finance Director noted 

that the account activities are restricted (e.g., payment activities are 

restricted to purchase card and ePayable purposes), she does not have 

access to the account online, and transfers only occur between one 

other account. Lastly, the creation of a vendor would have to go 

through the Accounting program. These factors mitigate the risk that 

the Finance Director could create a fictitious vendor.  

 

The following table presents the primary user(s), reconciler, and reviewer of the 

nine accounts managed by Treasury which we reviewed.    

 

Account Primary User Reconciler Reviewer 

Residual Account Finance Director Finance Director None 

Departmental Deposits 
and General Payments 

Departments, Finance 
Director, Deputy 
Treasurer, Accounting 
Clerk III 

Finance Director None 

Investments Finance Director Accounting Clerk III Finance Director 

There was a lack 

of segregation 

over 3 of the 

accounts 

 

 

 

Controls will be 

implemented to 

help mitigate risk 

for 2 of the 

accounts the last 

account will be 

closed 



 

                                                              7 | P a g e 

 

Account Primary User Reconciler Reviewer 

Vendor Payments and 
Payroll 

Accounting and Payroll 
Departments 

Accounting Clerk III Finance Director 

Unsegregated Tax Taxation Department Accounting Clerk III Finance Director 

Depository Account There are two bank 
accounts: (1) there is 
no activity and account 
remains open to 
maintain relationship 
with the bank; and (2) 
short-term investment 
account for liquidity. 

Accounting Clerk III Finance Director 

Local Government 
Investment Pool 

Health and Human 
Services Department, 
Roads & Parks 
Department, Treasurer, 
Deputy Treasurer 

Accounting Clerk III Finance Director 

Pass-Through Account Finance Director Accounting Clerk III Finance Director 

Purchase 
Card/ePayable 

Accounting Staff, Card 
holders 

Finance Director None 

 

We could not conclude if reconciliations were completed timely. 

 

Reconciliations should be completed soon after the end of the given banking 

period (typically monthly) so that any discrepancies are identified and then 

researched in a timely manner.   

 

Because reconciliations were not signed and dated by the preparer or reviewer 

in accordance with standard practice, we could not test or determine whether 

reconciliations are being completed timely. We recommend that the 

reconciliations be signed and dated by the preparer and reviewer.  

 

We did find that for some accounts the reconciliations were up-to-date and for 

other accounts the reconciliations were not up-to-date. For example, in 

conducting our review in March 2018 we found one account for which the 

February reconciliation had already been completed but for a different account 

the last reconciled month was November 2017.  

 

Not all reconciliations are assigned a reviewer.   

 

Supervisory review of bank reconciliations helps ensure the timeliness of the 

reconciliation, the accuracy of the reconciliation, and that necessary corrections 

are authorized. As mentioned above, the Finance Director performs the 

reconciliations for 3 accounts. No review of the reconciliations have occurred. 

We recommend 

that the 

reconciliations be 

signed and dated 

by the preparer 

and reviewer 
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However per discussion with the Finance Director, 2 of these reconciliations, 

going forward, will have an appropriate reviewer assigned.  

 

Not all correcting entries made as a result of the reconciliation are performed by 

someone other than the individual completing the reconciliation.  

 

Because the Finance Director is performing the reconciliations over 3 accounts 

with no reviewer assigned, there is no segregation between the duties of 

performing the reconciliation and authorizing any journal entries resulting from 

the reconciliation. As mentioned above, the agreed upon changes will mitigate 

this risk.  

 

Outstanding reconciling items for the most part cleared in the subsequent month.  

 

Differences between the bank and the general ledger should not go unresolved 

for long periods of time. Unresolved differences that continue to move to the 

next month’s reconciliation could be a sign of a much larger issue.  

 

We found that reconciling items generally cleared in the subsequent month.  

 

Not all supporting documentation was maintained for all completed 

reconciliations.  

 

Not all supporting documentation was maintained with the completed 

reconciliations. Some of the reports needed to re-perform the reconciliations 

can no longer be pulled after a certain time period. While other needed reports 

could be re-pulled. For the purpose of transparency and ease of review, having 

the information available – especially since it needed to be pulled to perform 

the reconciliation – is advisable. We recommend supporting documentation be 

maintained with the reconciliation.   

 

Additional Information Regarding Reconciliations 

 

In re-performing a few reconciliations we found two notable items that should 

have been reconciling items, however, were not. 

 

1. There was a $90,000 debt service payment that occurred in December 

2017. There was no corresponding accounting entry recorded in the 

financial system. Therefore, the $90,000 payment should have been a 

reconciling item on the reconciliation and was not. Per the Finance 

Director, the discrepancy would have been caught at fiscal year-end 

(June 2018).  

2. Monies were deposited in the bank for approximately $127,000. The 

department prepared two separate deposit transactions, one was 

We recommend 

supporting 

documentation be 

maintained with 

the reconciliation 

We identified two 

reconciling items 

that were not 

identified during 

the performance 

of the 

reconciliation 
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cancelled and the other one never was finalized in the financial system. 

Therefore, the $127,000 deposit should have been a reconciling item on 

the reconciliation and was not. There are two key controls to ensure 

that these differences between the bank statements and financial 

system are caught, which are: 

a. A daily deposit worksheet is prepared summarizing all deposits 

received from County departments by Treasury. The total of all 

deposits is then compared to the financial system. Differences are 

identified and resolved as appropriate.  

b. The department making the deposit receives a confirmation from 

the Treasury program that the deposit has been finalized.  

 

The $127,000 deposit was shown on the daily deposit worksheet as a difference 

between the daily deposit total and the financial system. The action taken was 

that an accounting entry was prepared by the department and the transaction 

number was written on the daily deposit worksheet. However, the transaction 

never cleared. Secondly, the department never received confirmation from 

Treasury that the deposit was finalized. The department never followed up with 

Treasury to see why they never received confirmation. Lastly the difference 

appeared to be resolved with the creation of the deposit transaction by the 

department, so no additional follow-up was performed by Treasury.      

 

We recommend that Treasury change the daily deposit worksheet in a manner 

so that the reconciling items do not prematurely clear prior to complete 

resolution. We also recommend that the Finance Director remind department 

directors of the importance of ensuring that deposit confirmation is received by 

the Treasury program. In the middle of fiscal year 2017-18, the Treasury 

program started a monthly listing of outstanding bank deposits that had no 

corresponding accounting entry. This listing is saved in a shared network folder 

so departments can access it. An email is sent reminding departments about the 

listing and to prepare an accounting entry for the deposits. It should be noted 

that this process was implemented after the 2nd scenario described above had 

occurred.  

 

 

 

 

 

 

 

Two key controls 

failed, however, 

improvement has 

been made to 

ensure deposits 

are recorded by 

operating 

departments 

timely 
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Chapter 2 ς ATMs 
 

The Finance Department oversees the operations of 6 ATMs and occasionally 

temporary ATMs used during certain events. The ATMs are located at the 

Airport, the Expo and near the Treasury program.    

 

Best practices for ATM operations includes the following: 

¶ Having adequate segregation of duties over ATM operations. 

¶ Limiting access to cash. 

¶ Maintaining adequate documentation to support ATM reconciliations 

and transactions. 

 

We compared the above best practices over ATM operations to the Finance 

Department’s practices and the results of the comparison is presented next. Our 

review focused on ATM reconciliations that were completed for the months of 

May 2017 through January 2018, and the controls in place at the time of the 

audit. 

 

There is a lack of segregation among ATM operational duties. 

 

Segregating the duties over ATM operations prevents an individual from 

controlling all phases of the operation, including requesting money from the 

bank, replenishing ATMS, performing reconciliations and completing ATM 

accounting entries in the financial system. When one person can control all 

phases of ATM operations, the opportunity for errors and fraud to occur and 

then go undetected is high.  

 

For the most part only two individuals are involved in the County’s ATM 

operations and controls do not ensure that segregation of duties will occur. The 

duties involved in managing ATM operations involve the following. 

¶ Requesting money from the bank to be used in replenishing the ATMs. 

Currently, it is possible for the Finance Director to request money from 

the bank for the purpose of replenishing an ATM without any other 

County employee being aware of the request. While current practice is 

that the Finance Director cc’s the Deputy Treasurer on emails to the 

bank, there is no control that ensures the ‘cc’ happens. 

¶ Receiving money from the bank. When money is delivered by the bank 

any available employee is authorized to receive the money. The receiver 

signs for the money. 

¶ Replenishing the ATM. The Finance Director has the ability to 

individually access the ATM for purposes of replenishing the ATM with 

Finance manages 

6 ATMs 

When one person 

can control all 

phases of ATM 

operations, the 

opportunity for 

errors and fraud 

to occur and then 

go undetected is 

high 
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cash. Though current practice is that the Finance Director and Deputy 

Treasurer jointly perform the replenishment, there is no control that 

requires two people to be present. 

¶ Accounting entries. Entries into the County’s accounting software 

system (E1) to document ATM activities are made by either the Finance 

Director or Deputy Treasurer. 

¶ Reconciliations. The Finance Director performs the ATM reconciliations 

and per current practice, the reconciliations are not reviewed by 

another employee. 

 

As shown above, one individual can perform all phases of the operation. This 

lack of segregation of duties presents an opportunity by which error or fraud 

could occur and go undetected.  While our testing did not identify any material 

discrepancies in the accounting records, limitations to existing processes 

precludes us from providing any assurances.  

 

The control system would not prevent certain individuals, who also have 

responsibilities for ATM accounting, from taking ATM cash. 

 

A physical key and a security passcode is needed to open the section of the ATM 

in which the cassette (the metal box that houses the cash) is stored.   

 

Finance reports that standard practice is to have two individuals present when 

monies in the ATMs are being replenished. However, there are no physical 

controls that would prevent one individual from accessing the cash in the ATM.  

 

At some point the practice was that both individuals would sign the ATM 

reports supporting that they were both present for the replenishment. This 

practice of having both individuals sign the report was not always apparent 

during our review of ATM documentation.   

 

A dual custody system is considered a best control for ensuring that all cash is 

accounted for. There are various ways this can be achieved, but each way 

presents challenges to a small department. There is a risk that individuals 

responsible for ATM activities can access the cash in the cassette. There are 

three methods that could be implemented to mitigate the risk of unauthorized 

access to ATM cash. However, each method does present its own challenges 

given the small staff size of Treasury.  The three methods are: 

¶ Requiring that two individuals be present when a cassette is opened or 

when cash is being placed in a cassette and have both individuals sign 

off on agreeing on the amount within the cassette. However, 

establishing the requirement would not prevent an individual from 

violating the requirement. 

There is no 

control in place 

that requires two 

people to be 

present when 

handling ATM 

cash 
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¶ Ensuring that two people are present when opening an ATM. This 

entails assigning one half of the security passcode to one person and 

the other half of the security passcode to a 2nd person. However, this 

could impede an ATM from being restocked if one of the two individuals 

was not available. 

¶ An additional approach would be to institute the practice of periodically 

auditing the monies in the ATMs. This would entail having Finance 

escort the auditor to the ATMs, counting the cash in the cassettes, and 

then having the auditor compare the cash count to records indicating 

what amount of cash should be in the ATM. The challenge in 

implementing this approach is that it only works if the audits are 

unannounced and, as such, can be disruptive to the Finance 

Department.   

 

Supporting documentation should be retained with completed ATM 

reconciliations.  

 

Retaining the documentation used to perform a reconciliation with the 

reconciliation allows for independent verification of the reconciliation and 

related records. 

 

We found that some ATM reconciliations did not have supporting 

documentation needed to independently verify the accuracy of the 

reconciliation maintained with the reconciliation. At times this information was 

maintained elsewhere or could be re-pulled. However, for the purpose of 

transparency and ease of review, best practice is to having the information 

available with the completed reconciliation. 

 

Additional Observation 

 

We noted that at times clear tape was used to attach the individual ATM reports 

to a larger piece of paper. The clear tape over time erases the ink on the 

reports, therefore, the amounts and dates at times were no longer legible. We 

suggest not taping over the portions of the reports that contain key information 

about the transaction that occurred. These reports are also scanned and saved 

electronically with the cash receipt. However, for the purpose of transparency 

and ease of review of the hardcopy reconciliations we recommend not taping 

over key information.  
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Chapter 3 ς Accounts Payable 
 

Controls over the accounts payable (A/P) function are divided between County 

operating departments and Finance’s Accounting program. Each department 

authorizes payments, enters payment information into E1 (the County’s 

accounting software system) and then submits the hardcopy documents to 

Accounts Payable. The invoices are submitted in “batches,” which refers to all 

the invoices submitted by a department at one time.  A system-generated 

“batch cover sheet” is signed by an authorized representative of the 

department. The batch cover sheet, the invoices and other supporting 

documents are then sent to Accounts Payable (A/P).  

 

A/P processes the batches received from the operating departments. Processing 

the batch entails: 

 

¶ Identifying payment type 

¶ Reviewing batch for appropriate authorization 

¶ Reviewing batch for accuracy and completeness, such as all invoices 

were provided, amounts are correct, due date is correct, etc. 

¶ Approving batch for payment 

¶ Scanning and saving documentation electronically 

¶ Preparing for payments to be issued 

¶ Issuing payments  

 

The A/P program also processes purchasing card (PCard) payments.  

 

Our review of the accounts payable function focused on evaluating whether 

workflow processes could be made more efficient.  

 

We offer the following observations and suggestions for consideration.  

 

Practice was to delay payment until the payment was due. As a result of the audit, 

this practice has stopped. Payments are now processed as received.  

  

Given current interest rates, the efficiency of paying invoices when initially 

processed may outweigh the benefit of delaying payment to increase interest 

earning. Prior to the employment of the current Finance Director, A/P had 

processed and paid invoices when received. Recognizing that the County was 

not taking full advantage of the opportunity to earn interest revenue, the 

Finance Director had implemented the practice of delaying payment until 

payment was due. While we applaud the Finance Director for implementing this 

Operating 

departments and 

the Accounting 

program share 

responsibility over 

the accounts 

payable function 

Payments are 

now being 

processed as 

received 
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practice, given current interest rates we believe the additional work involved in 

delaying payment may currently offset the benefit of the additional interest 

earned. The practice of processing payments as received has since been 

implemented by the Accounting program.    

 

A/P receives and then processes batches of invoices from County operating 

departments. After processing a batch, A/P staff then prepare the “check run,” 

which refers to the process of printing checks and authorizing ACH transactions 

to pay the processed invoices.  The following steps occur for paper checks: 

 

1. A report is run that indicates which invoices from the batch are due 

within 9 days and which aren’t. 

2. A/P staff manually remove from the stack of invoices those invoices not 

due within 9 days. 

3. The removed invoices are set aside and will be added to a future check 

run based on the invoice due date.   

 

We observed that the steps listed above did not add a lot of time to the process. 

However, setting aside invoices for future payment does create the risk of an 

invoice being misplaced and increases the number of times the invoice must be 

handled.  Additionally, when observing A/P staff, we noted that they get calls 

from county staff inquiring as to the status of current invoices.  Vendors contact 

county staff to inquire as to payment status and then county staff contact A/P 

staff.  A/P staff look up the invoice in the system and then typically inform 

county staff that the invoice will be processed and paid by the due date, which 

is typically 30 days from receipt of invoice.   

 

These phone calls interrupt and slow the workflow process of A/P staff.  

Educating county staff and vendors that the practice is not to pay invoices prior 

to 9 days before the due date is one approach that could be taken to reduce the 

number of phone calls.  As noted above, the other approach would be to return 

to the practice of paying all invoices during the initial batch processing. 

 

Internal Audit reviewed A/P processing on 2 dates in December to gain a sense 

of how many invoices are removed from the batch processing due to being 

more than 9 days from the due date.  We found the following: 

 

¶ On Tuesday 12/12/17, 42 invoices totaling $47,838 were removed from 

the check run.  A vendor can have more than one invoice in a batch and 

on this date 26 separate vendors were associated with the 42 

invoices. Of the 26 vendors, 9 vendors had other invoices in the batch 

that were within the 9 day period and thus these vendors would be 

receiving a check for those other invoices.   
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Because the purpose of the ‘pay when due’ approach is to maximize the 

cash on hand, we reviewed the 42 invoices to determine how many 

days payment would be delayed for. We found:   

 

o 15 of the 42 invoices (36%) were paid on the next check run 

(Thursday 12/14/17). 

o 14 were delayed a week. 

o Of the remaining 13, 7 had due dates ranging from 8 days out to 

35 days out.   

o The remaining 6 were for employee travel advances, with 4 of 

the 6 having been submitted more than 2 months in advance of 

the scheduled travel date.  

 

¶ On Thursday 12/14/17, 63 invoices totaling $83,152 of the $463,708 in 

the check run were removed from the check run. The 63 invoices had 

been submitted by a total of 39 vendors. Of the 39, 7 had other invoices 

that were within the 9 day period and were paid during the Thursday 

check run.   

 

o 23 of the 63 (37%) invoices were paid on the next check run (the 

coming Tuesday). 

o 4 were delayed a week.   

o 22 were delayed until the following Thursday (2 weeks after the 

check run). 

o The remaining 14 invoices included mostly travel advances. 

 

We discussed this observation with the Finance Director. She agreed and A/P 

staff have implemented the practice of paying invoices when received.  

 

We observed that some quality control work may be unnecessary.  We offer the 

following observations that may be of use to the Finance Director in re-

establishing and formalizing staff expectations regarding quality control activities. 

 

¶ A/P staff review the department’s batches and make corrections when data 

has been inaccurately entered into E1. The nature of some of the 

corrections suggest that the review and correction process may not be 

critical, while others are.   

 

We reviewed 60 invoices. 23 corrections were made to the 60 invoices (one 

invoice could have accounted for multiple corrections). The corrections 

included:  
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o Correcting the due date. 12 due dates were changed. 3 would have 

been paid early if the change wasn’t made. 1 would have been paid 

late, however, this particular vendor does not charge late fees. The 

remaining 8 changes had no impact on the payment. 

o Correcting the invoice number. 8 invoice numbers had been 

entered incorrectly. Entering the correct invoice number is 

important to ensure duplicate payments are caught. 

o Changing pay type. 2 pay type changes from ePayable to paper 

check were needed because the department had included 

information to be remitted with the payment. If the pay type didn’t 

occur, the ePayable payment wouldn’t have resulted in the 

information being remitted with the payment. This also leads to the 

question, as to if the payment information needs to be provided to 

the vendor.  

o Correcting payment amount. One invoice had contained the 

previous month’s charge as well as the current month charge.   

 

¶ A second (less involved) review occurs when accounts payable staff are 

doing the check run. Staff report that they do identify needed corrections 

during the check run, but not often. They also find processed payments – 

mostly Payroll - that lack the supporting documentation. Thus, the second 

review does help to ensure they obtain needed invoices prior to completing 

the check run. This observation has been discussed and the department is in 

the midst of making changes to the process. 

¶ Staff double check their laserfiche entries to ensure documents are saved in 

the correct folder. It appeared that the double checks are done as a 

personal comfort, and errors do not occur often. During the learning (new 

staff) phase it seems that the level of quality control should be higher than 

when staff become more experienced in scanning and saving documents in 

laserfiche.   

  

Some vendors have increased their credit card processing fees. As such, paying 

invoices using the County purchasing card was costing more. A new process has 

since been implemented to lessen the impact of these increased fees.   

 

We noted that Avista and Pacific Power had increased their fee for paying by 

credit card and many departments are individually billed and pay these utilities 

with a purchasing card. Avista had increased their fee from $3.50 to $10. We 

discussed this with the Finance Director and the Accounting program has 

centralized the utility bill payment so that each address isn’t separately billed 

and charged the credit card fee. For participating departments, A/P now 

receives one bill and allocates the appropriate expense to each department 

included in the billing.  

Reviews might be 
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Due date 

corrections might 
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The invoice number on the batch cover sheet was truncated, which could slow the 

batch review process. This has since been corrected.     

 

Expansion of the invoice number field on the batch cover sheet would be helpful 

to A/P staff so that they can more easily verify the accuracy of inputted invoice 

numbers. The field currently cuts off the invoice number and, as a result, staff 

have to look it up in E1.  We shared the observation with the Accounting 

Manager. She discussed with IT and the issue has been resolved.  

 

County departments appear to provide A/P with adequate time to process and 

pay invoices within invoice due dates.   

 

Departments receive vendor invoices and must complete three steps. First, an 

individual must process the invoices, then another individual(s) must approve 

the batch of processed invoices, and lastly the batch of invoices must be 

submitted to A/P. 

 

We attempted to review the processing time of 60 invoices but only 20 of the 60 

had been date stamped.1  We found that 14 of the 20 were processed in E1 

within 3 business days of receipt and the remaining 6 invoices were processed 

within 6 business days.   

 

Once processed, the departments are quick to approve the invoice batches.  We 

found 23 of 29 batches (48 of the 60 invoices) were approved on the same day 

and 4 more batches were approved the next day. 

 

25 of the 29 batches arrived at A/P the same or next business day (the same day 

were mostly from departments in Courthouse) after being approved. The 

remaining 4 batches arrived within 3 business days. Accounting was able to 

process 7 of the 29 batches the day of or day after receipt. The remaining 22 

batches were all processed within 6 days. 

 

The observations above indicate that in a worst case scenario, 16 days are 

needed to fully process an invoice. The worst case scenario would involve: 

 

1. 6 days for department to process invoice 

2. 1 day for department to approve invoice 

3. 3 days for department to submit and A/P to receive invoice 

4. 6 days for A/P to process payment  

                                                           
1 We could only determine the full processing timeframes for a sample of invoices, this is because not all 

departments consistently date stamp the invoices. Therefore, this sample of invoices might not be representative 

of all invoices processed.  

 

Based on 

observation, at 

most it takes 

about 16 days to 

fully process an 

invoice  



 

                                                              18 | P a g e 

 

Chapter 4 ς Central Services Chargeback Methodology 
 

Per federal regulations, the County must maintain a cost methodology to be 

used when central service charges are allocated to programs receiving federal 

funds. The Finance Department is responsible for updating the methodology 

and certifying that the methodology is compliant with federal regulations. The 

Finance Department is not responsible for ensuring that the central service 

departments and operating departments comply with the methodology. Per the 

County’s methodology, the County’s expectation is that a central service 

department will get approval from the County Cost Allocation Committee prior 

to changing a ‘chargeback methodology.’ The committee is made up of the 

Finance Director, Sr. Deputy County Administrator, and the County Auditor.   

 

We found that in some instances changes were made to the cost methodology 

without the benefit of formal, documented approval by the Cost Allocation 

Committee.2 Additionally, we noted that the Committee does not have an 

established annual meeting. Instead, meetings occur only when requested by 

the central service department. 

 

Given these two conditions, we recommend that the committee meet annually 

to discuss any proposed changes and/or to verify that no departments are 

making changes to their methodologies. Further, we recommend that this 

meeting occur prior to the development of the central service budgets for the 

upcoming year and not after that meeting.  

 

Lastly, the approved changes should be communicated to the Accounting 

Manager, who was delegated responsibility to ensure the methodology is 

updated. The approvals for the changes should be maintained with the 

methodology documentation. Including the last revision date on the 

methodology document, would also help with ensuring that the correct 

methodology is being used when allocating costs.  

  

Chronologically, the process should proceed as follows: 

 

¶ Central service departments submit proposed methodology changes to 

the Cost Allocation Committee 

¶ The committee approves or denies the proposed change 

¶ The results of the committee meeting are documented and 

communicated to the Accounting Manager, who is responsible for 

maintaining the methodology 

                                                           
2 Our review focused on the fiscal year 2013-14 through 2016-17 cost methodologies.  
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¶ The central service departments prepare their budgets 

¶ The budgets are presented at the Department Directors Meeting 

¶ The Finance Director finalizes and certifies the methodology for the 

upcoming year 

 

Lastly, while not the responsibility of the Finance Department, it is important to 

note that 2 of the 12 central service programs, for fiscal year 2018-19, were 

using chargeback calculations that did not conform to the most recently 

approved plan.  
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Chapter 5 ς Schedule of Expenditures of Federal Awards 
 

The County is required to prepare a Schedule of Expenditures of Federal Awards 

(SEFA). The SEFA is included in the County’s annual Comprehensive Annual 

Financial Report. The Accounting Manager is responsible for tracking and 

compiling the data used to prepare the SEFA.   

 

There exists an inherent risk that the schedule will not accurately reflect all 

awards received and amounts expended by the departments. This risk is 

increased because the County must appropriately distinguish between federal 

awards and services rendered to the federal government. There is an additional 

risk of inaccurate reporting because a grant may be received in one year but the 

monies may not be expended until the following year.   

 

Though these risks are inherent, our analysis combined with current conditions 

suggest that there is a low likelihood that the County’s SEFA is materially 

inaccurate. We found that 80% of the grants have a unique revenue account 

code which helps Accounting staff identify the monies as federal awards. 

  

Involvement in the process of developing the SEFA by the relevant operating 

departments would reduce the risk of inaccurate reporting even further. We 

discussed the current process and risks with the Finance Director and she is in 

agreement that there is benefit to involving the operating departments in the 

process. As such, Accounting staff have prepared a worksheet for departments 

to use and be able to provide Accounting information on the department’s 

federal awards. This information will help the Accounting program prepare the 

SEFA.  
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Chapter 6 ς Property Management 
 

Property Management is responsible for managing County owned rental 

properties, helping departments lease property, helping the County buy and sell 

property, and other related activities. Also, the Property Management program 

and the Taxation program both have responsibilities pertaining to the collection 

of past due personal property taxes and the processing of real property tax 

foreclosures. Therefore, this section of the report addresses both of these 

functions.  

 

Oregon Revised Statutes direct some of the activities listed above. However, a 

comprehensive set of policies and procedures is needed to ensure continuity 

and an organization-wide understanding of the manner in which these activities 

are performed or should be performed. 

 

Review of Leases of County Owned Property 

 

The Property Management program manages 11 leases. Generally, we found 

that lease revenue is accounted for and the lessees were current on their rental 

payments. However, 1 lease agreement (which predates current staff) could not 

be located, therefore, we could not verify that those rental payments are being 

made in the amount stipulated by the lease.  

 

We also found that one County-owned property is leased in part to 1 

organization and in part to another but only 1 of the 2 had a lease agreement 

with the County. This has since been remedied and now each have their own 

lease agreement. 

 

We also noted the following during our review: 

 

¶ One lease allowed for an annual CPI adjustment. However, the rental 

rates were not increased during the period October 2014 through 

December 2017. We are unsure as to the reason why a CPI adjustment 

was not implemented during this period.   

¶ Proof of lessee’s certificate of insurance was not available for 4 of the 6 

lessees that had agreements stipulating insurance requirements. 

However, per County Counsel staff the County has never required 

receiving annual proof of insurance for leases or other contracts. 

¶ No process is in place to inform the Assessment Department when a 

change in lessee may allow the property to be converted from non-

assessable to assessable. For example, when a tenant that is exempt 

from real property tax (e.g. a government or non-profit) vacates the 
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property and the new lessee is not exempt, the property can then 

become assessable. We identified that 1 of the 11 leases specified that 

the lessee, which is not eligible for the real property tax exemption, is 

responsible for the property taxes. Because the property is owned by 

the County it is recorded as non-assessable and, as such, no taxes were 

assessed or paid. Had Assessment been informed by Property 

Management when County land was leased to a non-exempt entity, 

Assessment could have determined if the property needed to be 

reverted to a taxable status. We recommend Property Management 

work with Assessment to implement a process for communicating lease 

changes to ensure the tax status of the property is changed. 

¶ Property Management and the a tenant at the Rogue Family Center are 

in disagreement regarding the year-end true-up which occurs for certain 

operating expenses paid by the County that exceed a fixed monthly 

payment amount paid by the tenant. The two parties are in 

disagreement as to what should be included in the true-up. The fact 

that the agreement has been amended 10 times since its inception in 

2000 appears to have created confusion and contributed to the differing 

opinions as what should be or should not be included in the true-up.  

 

Staff report that this has been an ongoing issue since she took over 

management of the lease around 2012. Per staff, she has telephonically 

discussed the issue with the tenant but we are not aware that any other 

dispute resolution activities have occurred beyond providing expense 

documentation to the tenant and explaining the County’s cost allocation 

process. 

 

Because of the 10 amendments and questions as to what should and 

should not be included in the true-up calculation, we have not 

attempted to quantify the dollar amount potentially owed by the 

tenant.  

 

We recommend that Property Management amend its processes so that 

disputes and lack of payments are communicated to County Counsel. 

Further, we recommend that Property Management meet with Counsel 

to review the existing history of non-payment and to determine what 

course of action is appropriate.  

 

Lastly, staff report that an 11th amendment is being drafted to address 

some of the concerns regarding the true-up. Given the challenge in 

understanding an agreement that has been amended this many times, 

we recommend that when managing future lease agreements 

consideration is given to restating the agreement in its entirety, 

including all amendments, instead of doing a standalone amendment. 
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Review of Compliance with Real Property Tax Foreclosure Legal Requirements 

 

There are 3 Oregon Revised Statutes (ORS) chapters that govern the foreclosure 

process and the sale of foreclosed properties. The first chapter is 275, which 

covers the sale of foreclosed properties. Next, 311 covers real property tax 

delinquency. Lastly, 312 covers the foreclosure process. It should be noted that 

some of the foreclosure process is the responsibility of the Taxation program 

and the remaining process is the responsibility of the Property Management 

program. The review over these compliance requirements does cover 

responsibilities of both these programs.     

 

We found that the County is generally compliant with ORS chapters 275, 311, 

and 312 though we noted that documentation practices relating to certain 

sections of chapters 275 and 312 could be improved upon, as discussed below.  

We note that we could not fully test compliance with ORS 275.275 due to the 

unavailability of certain documents. 

 

Chapter 275 Review ς Findings  

 

¶ 2 requirements of ORS 275.120 were not occurring, based on review of the 

2017 property sale. When sales occurred, the date of the order directing the 

sale was not included in the publication of the sale. Additionally, proof of 

the sale publication was neither recorded with the County Clerk’s Office nor 

filed with the deed. 

¶ Finance does not always maintain documentation to support the calculation 

of the property’s sales price when the property is sold back to the owner. 

ORS 275.180 allows the County to sell property back to the owner without 

public notice but stipulates that the sale amount must not be less than the 

amount of taxes and accrued interest plus 6% interest per annum from the 

date of judgement to the repurchase date.   

¶ ORS 275.275 allows the County to reimburse itself for the costs incurred 

related to the tax foreclosure process from the proceeds of the sale of 

foreclosed property. The remaining monies are then to be disbursed to 

municipal corporations and governmental units (governmental entities) at 

the end of each fiscal year. We were not provided with all documentation 

related to the distribution, therefore, we could not complete our review of 

the fiscal year 2016-17 distribution. However, based on the information that 

was available, we observed the following: 

o The fiscal year 2016-17 distribution was not recorded in the 

accounting system (E1). According to the Finance Director, the 

distribution occurred but had not been recorded in E1. We were 

unable to obtain supporting documentation showing that the 
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distribution was made to the appropriate entities and that the 

distribution was made on or before June 30 as per ORS 275.275.  

o 50 percent of the Property Management program personnel costs 

are included as a cost the County reimburses itself for prior to 

distribution of the proceeds. However, there is no supporting 

documentation (e.g., time study) to evidence that 50 percent of 

staff time is spent on foreclosures.  

o Some of the County’s costs included in the calculation do not 

appear to be related to foreclosures. These costs appear to be 

associated with managing County owned property (e.g., leases). 

Secondly, not all allowable expenses were included in the 

calculation.  

o For fiscal year 16-17, $100,000 was withheld from the distribution 

and placed in a reserve to cover expenses related to foreclosures 

that will occur before revenue from the sale of the foreclosure is 

received by the County. However, the reserve was never 

established in E1. Per discussion with the Finance Director, the 

establishment of the reserve is allowable. However, in reviewing 

ORS pertaining to the sale of foreclosures, we could not identify a 

statute that allows for a reserve to be created using the proceeds 

from the sale of foreclosures.  

o ORS 275.275 references ORS 311.390, which establishes the formula 

to be used for the distribution. There is another ORS (311.392), 

which is not referenced in ORS 275.275 that addresses changes that 

should occur to the distribution formula if an advance is made to a 

governmental entity from the county general fund for the full 

amount of the taxes, assessments and charges levied. The County 

makes advances to governmental entities that have a small amount 

of taxes, assessments, or other charges owed to them. Thus 

eliminating multiple small distributions as the County starts 

receiving the monies owed, which reduces the administrative 

burden on the County’s Finance department. We recommend that 

the Finance Director obtain guidance from the Department of 

Revenue (DOR) and County Counsel to ensure the appropriate 

method is used to calculate the distribution given the advances 

made to these governmental entities. 

 

Based on our observations combined with the nature and complexity of the 

distribution, we recommend that written procedures be developed to ensure 

future consistency when performing the annual distribution. 
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Chapter 312 Review ς Findings  

 

¶ Notice to Lienholder of Expiration of Period of Redemption did not state the 

date of judgement, as required by ORS 312.125. 

¶ Per ORS 312.040 notice of foreclosures is to be published in the newspaper of 

record and the County is required to send a copy of the notice to incorporated 

cities.  Based on our review of the 2017 foreclosure proceedings, Finance did 

not retain supporting documentation to evidence that required notices were 

sent to incorporated cities. For 2017, the checklist used by Finance to evidence 

that steps are performed in accordance with ORS had not been initialed by staff 

to affirm that the cities were mailed a notice and staff did not keep a copy of 

the letter that accompanies the notices. Staff had, however, retained a copy of 

the newspaper foreclosure list, which evidences that publication had occurred.  

¶ ORS 312.120 allows a fee to be charged if the owner of the property foreclosed 

upon then decides to repurchase the property back from the County. This fee is 

to be used to defray the costs incurred by the County. Staff was uncertain about 

this subsection of the statute and therefore had not charged the $50 fee during 

the period reviewed, which was related to properties foreclosed in 2015 and 

repurchased during the subsequent 2 year period, as allowed. Per discussion 

with Taxation, the program will be applying the fee to future redemptions.   

¶ Finance uses a checklist to guide the foreclosure process and ensure compliance 

with statutes. As an action is completed, the date of completion is written on 

the checklist. However, some statutory requirements pertain to when a step in 

the process must start, and not the deadline for completing the step.  

Therefore, we recommend including the start date on the checklist as well as 

the completion date. 

 

The BoC may want to consider providing the Finance Department with direction 

regarding the option of expediting foreclosure. 

 

ORS 312.122 establishes that a county may, by ordinance, require the tax 

collector to accelerate the redemption period (i.e., expedite the foreclosure 

process) for properties that are subject to waste and/or abandonment. The 

County has enacted an ordinance to do so. However, the understanding of 

Finance is that the County’s goal is to try and prevent the foreclosure, by 

collecting the tax payments owed. As such, during the period of our review no 

foreclosures were being expedited though some properties appeared to be 

appropriate for expedited foreclosure.  

 

We identified 4 properties that were in the foreclosure process at the time of 

the audit that had recent Jackson County code enforcement complaints. Finance 

was aware that 1 of the 4 properties had code complaints with the County and 

was investigating whether accelerated redemption would be appropriate. 
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Presented on the next page are pictures of 1 of the 4 properties from 2015 and 

2018.  

 

  
Source: Pictures from code enforcement files 

We also drove by 5 other properties located near the County downtown office 

that were in the foreclosure process at the time of the audit. In our opinion, 3 of 

the 5 appeared to be in conditions indicative of waste and/or abandonment. 

Pictures of two of the properties are presented below.  

 

  
Source: Pictures taken by auditor in 2018 

 

The BoC may want to consider providing Finance with direction regarding the 

option of expediting foreclosure. 

 

Personal Property Tax Collections 

 

Finance is tasked with the collection of past due personal property taxes. As of 

the beginning of December 2018, about 524 tax accounts3 were delinquent on 

their personal property taxes, not including manufactured structures. In total, 

about $2.6 million in delinquent taxes, fees, and interest is owed by the 524 

                                                           
3 Does not include accounts where their only delinquency was 2018, since the last trimester payment option is due 
May 15, 2019. 
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accounts. About $1.4 million of the $2.6 million is for taxes and the remaining 

$1.2 is for fees and interest. 

 

While ORS stipulates what the County is legally required to do regarding 

collections, it appears that staff would benefit from additional oversight and 

direction. As noted above, written policies and procedures are needed to guide 

activities and decisions.  

 

For example, we noted that the program does not have an all-inclusive report 

that can be used to monitor the collection status of delinquent accounts. There 

is a delinquency list report that can be pulled, but it doesn’t include information 

regarding the status of the collection efforts which can be pulled separately. 

Also, staff report that they have a binder with the collections information. The 

lack of a single report containing all key information on delinquent accounts 

could hinder management’s ability to monitor progress and make decisions 

regarding whether the County should pursue other options such as garnishment 

of wages, property seizure or cancellation of uncollectible taxes.  

 

Collection rates indicate accounts that have remained delinquent for more than 

5 years are harder to collect on. Our review of the 524 delinquent accounts 

identified that 40% of the $2.6 million is attributable to accounts that have been 

delinquent for 6 or more years. However, it is not clear as to what the cause is 

that inhibits the collection rate for these accounts. We do offer as an 

observation that case file information indicates that 20% of the 524 accounts 

have had no collection comments within the last 3 years and 23% of the 524 

accounts have no collection comments in their file. A comment is placed on the 

file to indicate status of collection efforts (e.g., warrant issued) or a general 

comment that the taxpayer was reached and what the result was (e.g., payment 

plan was negotiated).   

 

The Finance Property Management webpage could be enhanced to provide more 

information regarding the personal property tax collection process and 

consequences for non-payment. 

 

We also noted that while the Finance Department home webpage identifies 

Finance as being responsible for the collection of property tax, there is a lack of 

detailed information provided to the public regarding the personal property tax 

collection process or consequences for non-payment, especially related to 

foreclosure of real property. 

 

Additional Observations 

 

¶ During the foreclosure process, deeds are forwarded to the County 

Surveyor’s Office for his/her review. We noted that this step adds time to 
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the process and may not be necessary in some situations. For example, 

currently the Surveyor reviews the legal description of the property to 

ensure compliance with Oregon Revised Statutes 93.600. The review of the 

legal description by the Surveyor is not required. However, per discussions 

with the County Administrator, experience has proven that there is benefit 

from the Surveyor’s review as part of the control system and warrants its 

continuation. 

¶ We noted that ORS 275.220 allows breach/default of sales agreements of 

foreclosed property. Per Finance, if the purchaser is late with payments the 

practice is to work with the individual rather than cancel the sales contracts, 

as allowed per ORS 275.220.  We noted that there is no documented 

guidance that establishes when the County should discontinue working with 

the purchaser and cancel the contract. We noted 1 example in which the 

individual was behind on about 8 payments at the time of our review. 

¶ We also noted that on Personal Property Tax Statements the business 

personal property real market value is listed under the term ‘structures.’ 

This can confuse the taxpayer.  We are aware of at least one taxpayer who, 

upon receiving the statement, filed an appeal which indicated that the 

taxpayer did not own real property or structures. Per discussion with the 

Finance Director, this might not be able to be changed, however, she will 

investigate further.   

¶ In general, a business unit is used to differentiate programs and/or 

functional groupings within a department or entity that are independent in 

its accounting and operations. Currently, one business unit is assigned to 

account for Property Management’s transactions.  However, the Property 

Management function is involved in two distinct activities. The Property 

Management program not only manages the County’s real property assets 

(i.e., leasing County owned property) but it is also involved in the 

foreclosure process on real property resulting from unpaid taxes. Because 

the Property Management program oversees these two unrelated 

functions, we recommend that one business unit be used to account for 

County property activity and a separate business unit be created to account 

for foreclosure activity. This would help separate the two activities and help 

facilitate in the use of the reports for monitoring purposes.   

 

While the program has used project codes to help distinguish costs, we 

found that this practice has not been wholly consistent or effective.  For 

example, project codes have been established for some activities but not all 

activities. We also noted some examples of lease expenses not having been 

assigned to the designated project code associated with that property and 

other examples where expenses not associated with the lease was assigned 

to the project code designated for that lease. 
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Chapter 7 ς Investments 
 

The Jackson County Treasurer’s Investment Policy, which is approved annually 

by the Board of Commissioners (BoC), names the Finance Director as the 

County’s Investment Officer and establishes requirements regarding the 

management of investments. The Policy addresses the competitive selection of 

investment instruments and establishes criteria that must be met in order for a 

broker/dealer or financial institution to be approved for investment purposes or 

investment dealings.   

 

We found investments were appropriately selected but we noted a few minor 

instances of non-compliance with some Policy requirements regarding the 

selection and approval of brokers. 

 

Investment Policy section XII Competitive Selection of Investment Instruments 

states: 

 

Generally, prior to purchasing an investment, the Finance Director shall 

request and document quotes from qualified brokers and/or financial 

institutions. If a maturity range is specified, either for cash flow purposes 

or for conformance to maturity guidelines, bids will be requested for 

instruments that meet this required term. If no specific maturity is 

required, a market trend (yield curve) review will be conducted to 

determine which maturities would be the most advantageous. If a 

broker has distributed a list of investments in inventory, this may be 

ǳǎŜŘ ǘƻ ŜǾŀƭǳŀǘŜ ǉǳƻǘŜǎΧNothing in this policy will prevent Treasury 

staff from immediately purchasing an investment that suddenly 

ōŜŎƻƳŜǎ ŀǾŀƛƭŀōƭŜΣ ŀƴŘ ƳŜŜǘǎ ŀƴ ŜȄƛǎǘƛƴƎ ƴŜŜŘΧ¢ƘŜ LƴǾŜǎǘƳŜƴǘ hŦŦƛŎŜǊ 

shall use professional judgement before buying an investment without 

competitive quotes. 

 

Our review of all investment purchases made for the time period July 2017 

through May 2018 indicated that practices conformed to this expectation.  We 

found:  

 

¶ Adequate documentation was maintained to support purchases.  

¶ All investment purchases were made through an approved broker.  

¶ Quotes were solicited and received from one or more approved 

brokers. 

¶ Purchases were spread among the brokers. 

 

 

Investments were 

selected in 

accordance with 

Policy, however, 

noted a few minor 

instances of non-

compliance with 

broker selection 

and approval 

Investment 

purchases 

conformed to 

Policy expectation 
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Regarding Financial Dealers and Institutions, the Policy states: 

 

The Finance Director shall maintain a list of all authorized 

broker/dealers and financial institutions that are approved for 

investment purposes or investment dealings.  Any firm is eligible to 

make application to the county.  Upon meeting the criteria listed below 

and completing the application procedures below a Broker/Dealer will 

be considered for approval.  Additions or deletions to the list will be 

made at the sole discretion of the Investment Officer and his/her 

decisions on the eligibility or removal from the approved list is final. 

 

Regarding the County’s 6 approved brokers, we found: 

 

¶ The 6 brokers materially met the 6 criteria outlined in the County’s 

Investment Policy. However, we noted that one broker was approved 

though they did not meet the criteria which requires that the broker 

must provide services routinely to public entities in the State of Oregon. 

Per the Finance Director, approving this broker, who is not located on 

the West Coast, was a purposeful decision intended to mitigate the risk 

of a broker not being available in the event of a disaster (e.g., 

earthquake). Per the Finance Director, she had reviewed their offerings 

for almost 5 years before she made the decision to approve them as a 

broker. While we find this explanation reasonable, we recommend that 

the Investment Policy be updated to reflect that this is an allowable 

exception to the Policy.  

¶ The County had not obtained a Financial Industry Regulation Authority 

(FINRA) proof of certification, which is used to validate the brokers’ 

credentials, from 2 of the 6 approved brokers. We found that one 

broker had changed firms and that a new FINRA proof of certification 

was not submitted when that individual had re-applied for County 

approval under the new firm.  However, the individual was approved 

with the County under their previously place of employment. We also 

found that one firm had three approved brokers on the County’s 

approved broker/dealer list but that a FINRA proof of certification was 

only available for one of the three individuals.  Per our review of 

investment purchases, the individual for whom the FINRA proof of 

certification is on file is the firm’s representative used primarily by the 

County when using that firm. 

 

 

 

 

Demonstration of 

compliance with 

broker selection 

and approval 

could be 

improved upon 
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Chapter 8 ς Additional Information 
 

Payroll 

We did not include a review of payroll in this audit. The County’s Payroll 

Manager had retired just prior to the start of this audit and her replacement 

was still in the learning mode when we began the audit.  Additionally, there had 

been turnover in the staff payroll positions.  Given the stress of learning their 

positions and the amount of overtime being incurred, we decided it would not 

be timely to review payroll at this time.  We note that they have hired a 

consultant with expertise in the software system used by the payroll function to 

help identify ways to streamline and improve the efficiency of the payroll 

process. Upon completion of the consultant’s project, we will perform audit 

procedures to ensure that any changes that occurred provide adequate 

controls.   

 

We did discuss with payroll the possibility of sending pay advices electronically.  

Though this would be a labor-saving change for payroll, the County’s agreement 

with bargaining units establishes specific requirement in regards to providing 

pay advices to employees.  Finance will work with County Counsel to ensure any 

changes will not result in significant risk of non-compliance with bargaining 

agreements or other requirements. 

 

Taxation  

 

We did not review the County’s tax collection processes as this has recently 

been reviewed in conjunction with the annual external audit.   

 

The Finance Department provides property tax collection and processing 

services for Curry County.  Prior to entering into the arrangement, Finance 

performed a study to determine the rate it should charge to ensure that 

revenue offset the cost of providing the service.  

 

We found that the 10 cent per item rate charged by the County appears 

reasonable given the estimated staff needed to perform the service.  We note 

that the fee excludes the County’s fixed asset costs and overhead but that a 

one-time set up fee was charged instead. 

 

Accounts Receivable/Cash 

 

The Finance Department does not have accounts receivable responsibilities.  

Each department is responsible for tracking its own accounts receivable.  

Therefore, we did not perform any audit procedures regarding the accounts 

receivable functions at the operating departments. 
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Summary of Recommendations 
 

1. Ensure that there are adequate segregation of bank reconciliation duties from other accounting 

duties (Finance is in process of implementing controls). 

2. Start having the preparer and reviewer sign and date the bank reconciliations. 

3. Ensure that all bank reconciliations are reviewed by an appropriate individual (Finance is in 

process of implementing controls). 

4. Ensure that bank reconciliation and ATM reconciliation supporting documentation is maintained 

with the completed reconciliations.  

5. Change the daily deposit worksheet in a manner so that the reconciling items do not 

prematurely clear prior to complete resolution.  

6. Remind department directors of the importance of ensuring that there department receives the 

deposit confirmation by Treasury and the importance of timely accounting entries.  

7. Implement controls to mitigate the risk of unauthorized access to ATM cash.  

8. Consider paying invoices when received by accounts payable from the operating departments 

and not delaying the payment until due (Finance implemented recommendation). 

9. In conjunction with this audit, Finance considered purchasing card rebate rates and vendor’s 

processing charges when purchasing cards are used to determine if continued use of purchasing 

cards is the best option. We recommend continuation of these periodic re-evaluations as rebate 

rates and vendor processing charges may change over time. 

10. Inquire of IT to expand the invoice number field on the batch cover sheet so the entire number 

can be read (Finance implemented recommendation). 

11. While not solely the responsibility of the Finance Director, we recommend that the County’ Cost 

Allocation Committee meet on an annual basis before development of central services budgets. 

12. Ensure that approved changes to the cost methodology are forwarded to the Accounting 

Manager and that the document supporting the approval is maintained with the methodology. 

13. Include the last revision date on the cost methodology.  

14. Involve the operating departments in the preparation of the Schedule of Expenditures of Federal 

Awards (SEFA) (Accounting has implemented). 

15. Consider developing policies and procedures for management of property to ensure continuity 

and an organization-wide understanding of manner in which these activities are performed or 

should be performed. 

16. Work with Assessment to develop a process that ensures Assessment receives notification when 

there is a change in a lessee of County owned property. 

17. Ensure that lease agreement disputes, including lack of payment by the lessee, are 

communicated to County Counsel.  
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18. Meet with County Counsel to review the existing history of a Rogue Family Center lessee’s non-

payment and to determine what course of action is appropriate. 

19. Consider working with County Counsel to restate a lease agreement, including all the 

amendments, instead of doing a standalone amendment when managing future lease 

agreements, especially when a lease agreement has been amended multiple times.  

20. Ensure the publication of the sale of foreclosed property includes the date of the order directing 

the sale.  

21. Ensure that the publication of the notice of the sale of property is recorded in accordance with 

ORS 275.120. 

22. Ensure that documentation is maintained to support the calculation of the property’s sales 

prices when the property is sold back to the owner.  

23. Reevaluate the ‘disbursement of tax foreclosure proceeds to taxing entities’ process to ensure 

compliant with legal requirements and to ensure the calculation includes all revenue and 

expenses. Once the process is reevaluated, consider documenting the process used to calculate 

the distribution.  

24. Ensure that the Notice to Lienholder of Expiration of Period of Redemption includes the date of 

judgment. 

25. Ensure that the foreclosure proceeding checklist is initialed and a copy of the mailing is retained 

to support that the publication of the foreclosure list was provided to each incorporated city in 

the County. 

26. Evaluate the charging of the $50 fee used to defray the costs incurred by the County when 

property is repurchased by the owner. 

27. Inquire of the BoC to provide direction regarding the option of expediting foreclosure.  

28. Consider developing an all-inclusive report to help with management oversight of personal 

property tax collections.  

29. Further enhance the Finance webpage to provide more information regarding the personal 

property tax collection process and consequences for non-payment.  

30. Develop guidance for what to do when a purchaser of a foreclosed property is in breach or 

default on the sales agreement.  

31. Determine if the term ‘structure’ on the personal property tax statement can be changed and if 

so change the term to something that is more inclusive to all property types.  

32. Use at least two business units to account for Property Management program activities.  

33. Update the County’s Investment Policy to allow for an exception to the criteria that the broker 

must routinely provide services to public entities in the State of Oregon.  

34. Ensure that all documentation required to support the approval of the broker(s) is maintained.  
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Management Response 

 

 

 

 



 

                                                              35 | P a g e 

 

 

 

 

 

 



 

                                                              36 | P a g e 

 

 

 

 

 

 



 

                                                              37 | P a g e 

 

 

 

 

 

 



 

                                                              38 | P a g e 

 

 

 

 

 

 

 

 

 



 

                                                              39 | P a g e 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

                                                              40 | P a g e 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Jackson County      Eric Spivak, County Auditor 

Internal Audit Program                                                                    541-774-6021 

10 S. Oakdale, Room 307       SpivakER@jacksoncounty.org 

Medford, Oregon 97501 

 

Please Report Fraud, Waste, Abuse    Other Recent Audit Reports: 

1-844-237-9697      The Expo 2018 Rodeo 

www.jacksoncounty.ethicspoint.com 

 
 

This report is intended to promote the best possible management of public resources.  This and 

other audit reports produced by the Internal Audit Program are available for viewing on the web at: 

http://jacksoncountyor.org/Departments/Internal-Audit/Performance-Audit-Reports.  Printed 

copies can be obtained by contacting the Internal Audit Program. 

mailto:SpivakER@jacksoncounty.org
http://jacksoncountyor.org/DesktopModules/Bring2mind/DMX/API/Entries/Download?EntryId=47401&Command=Core_Download&language=en-US&PortalId=0&TabId=1740http://jacksoncountyor.org/DesktopModules/Bring2mind/DMX/API/Entries/Download?EntryId=47401&Command=Core_Download&language=en-US&PortalId=0&TabId=1740
http://www.jacksoncounty.ethicspoint.com/
http://jacksoncountyor.org/Departments/Internal-Audit/Performance-Audit-Reports

