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To: Board ofCommissioners
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The enclosed reportrgsentsthe results of an audit of the Finance Department.

The audit was designed to review the control structawer certain functions afhe 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 asset s thS8tate ldws anth regulationdptd bie axpectedvei any
department with many varied functions, there are opportunitiesstrengthen controls in certain
areas.Page32 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 infomation not contained in the report.

C: Audit Committee
Shannon Bell, Finance Director/Treasurer
Moss Adams, LLP
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Why We Did This Audit

We conduced this audit in accordance
with the FY17-18 Internal Audit Plan.

Ourobjectives 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.

- TheCost 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 regquirements 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
Invegment Policy.

What We Recommend

The summary of recommendations
begins on pag82.

JACKSON
COUNTY

Oregon

Audit Results

Finance Department

What We Found

Use of bank reconciliations as a control activity
can be improved upon by further segregatiof
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 considetian 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 Cingeback 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 et 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 asigould be
refocused on the positi
responsibility.
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Introduction and Background

The Finance DepartméefDepartment) provides financial support, control, and
income generation services to the County. The Department also provides
revente 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:

Background

1. Accounting

The Accounting ppgramis an internal service program tasked witlanmaging
the preparationoftheCount y’ s Comprehensive Annual
processingournal entries, accounts payable, payroll, and other related duties.

As an internal service program, Accounting is primarily funded through
chargebacks to the othéCountyd e par t ment s. The program’s
19 budget is $792,560. Personnel costs accoun®36 of the budget and

materials and services the remaining 7%. The program has 8.&brfall

equivalents (FTE) budgeted fiigcal yearl8-19.

2. Treasury

Like the Accounting program, tfii@easuryprogram is also an internal service
program. The Treasury programtasked with managing thé o u 1 tunds.
This includeseceiving department monies, disbursing tax revenue to taxing
entities, providing debt s@ice administration and maintaining an investment
pool.

As an internal service program, Treasury is primarily funded through
chargebacks to the othéCountyd e par t ment s. The program’s
19 budget is $212,801. Personnel costs account fé6@&xhe budget and

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

for fiscal year 14.9.

3. Taxation Office

TheTaxation Qfice is tasked with maintaining the tax roll, collecting taxes,
assisting the public, processing forecloss, and other related duties.

The progr am’ s19budgetisabl29,438. #ersorh@ dosts 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 fro

the State’'s County Assessment Function |
the remaining 30% from fees and other revenue sources. The program has 4.65

FTE budgeted for fiscal year-18.
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4. Property Management

The Property Management pgopam is responsibe  f or managing t he
real property assets including the granting of easements, negotiation of leases

and maintaining records on Countyvned property that is retained for

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

The progr am’ s19budgettisabb97,476. Persorthé dosts 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 foreclosures may only be retained to the

extent that they cover the County’'s act.
distributed to the taxing entities. The program receives no General Fund

support. The program has 1.60 FTE budgeted for fiscal ye#®.18

Audit Authority We conducted our audit in accordance with Codified Ordinance 218 pertaining
to the County Auditor.This audit was included in our fiscal yea@l 718
Internal Audit Plan.

We conducted this performance audit in accordance with generally accepted

Compliance with - _
gowernment auditing standardS-hese standards require that we plan and

Government _ _ - . . .
Auditing perform the audit to obtain sufficient, appropriate evidence to provide a
Standards reasonable basis for our findings and conclusions based on our audit objectives.

We believe that the evidence tdined provides a reasonable basis for our
findings and conclusions based on our audit objectives.

Confidential or
Sensitive We did not withhold information that would be considered sensitive or

Information confidential.

Audit Objectives, The audit primarily focused on fiscal year 2dIfand 201718, and the controls

in place at the time of the audi¥We were unable to complete our review over

the distribution of revenue from the sale of foreclosed properties to other
governmentakentities. The year selected for review was fiscal year 2046and

per dscussion 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 providedh order tocomplete our reviewlnstead we
discussed our results ofi¢ items reviewedavith the Finance Director and

reported her responses in the body of the report.

Scope &
Methodology

In addition,the audit objectives did not include reviewing the position
descriptions and related workloads for the purpose of assessing staffing
assignmets or levelsNonetheless, we offer the opinion that a review of the
Personal Property Field Deputy position is needed to ensure the position is
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utilized for its intended purpose. Given our knowledge of the Finance
department’ s oper atancedoFmaneeanddlfinfam r our as ¢
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 positidre focused on personal
property-related duties, as indicated by the job titlHdowever, the current

workload of the position includes assisting in the acquisition and disposal of real
property, managing certain leases of Countyned property, managing asepts

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

taskst ake time away from the employee’s ab
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 audt objectives focused an

1. Ensuring that bank reconciliation processes met or exceeded best
practices.

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

3. Evaluatingvhether Accounts Payabiorkflow processes could be
more efficient.

4. Ensuring thathe 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
ensuringlease paymasts 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
guotesare being performed in accordance withé County Investment
Policy.
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Our audit procedures included:

T

Reviewing County Ordinances, Oregon Revised Statutes, and other
applicable criteria.

Interviewing and observing staff.

Reviewing documentation, such as calculatiéifiee charged Curry
Couny, the distribution of foreclosure proceeds to taxing entitiesd
bank reconciliations

Analyzing data, such as personal property collections.
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Chapterl ¢ Bank Reconciliations

The following are considered best practices for perfance of bank

Thereare many o
reconciliations:

best practices

over performance
of bank 1 Performing the bank reconciliaticshould bedoneby an individual

reconciliations independentof the cash handling functiomé., a person that does not
have access or custody of cash and is not responsible for recording cash
receiptsand disbursement transactiohs

1 Completing the bank reconciliati@hould bedone soon after the
banking period ends.

1 Reviewing the bank reconciliatiamould bedoneby a person who did
not perform the reconciliation.

9 Carecting entriesthat resulted becauseof the reconciliation should be
authorized by an individual with the appropriate authority to do so.

1 Resolvingutstanding reconciling items should denein a timely
manner.

1 Maintainingadequate documentatioto support the bank
reconciliation shold be done to ensure than outside reviewer could
review and/or reperform the reconciliation.

We compared the above best practices for performing bank account

reconciliations to the Finand@e par t me nt ' sthepesulisotthec es and
comparison is msented nextOur review focused oselectingthe most

recently completedeconciliations 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 otheraetting
duties, however, controls will be implemented to mitigate risks resulting frahe
lack of segregation.

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

that errors and fraud may occur and thgo undetectedTheiefore, it is best

practice that therebe segregation of the duties of cash custody, redaedping,

authorization of transactions, and the performance of account reconciliations.
There appears to  However, ghieving the appropriate level of segregation is difficult for

adequate organizations with limited personnel.

segregation of

duties over 6 of Of the9 accounts reviewed, we did find that there appeared to be adequate
the 9 accounts segregation of duties over 6 of teeaccounts. For these 6 accounts, the
reviewed individual completing the reconciliation was independent of cash hagdli
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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

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
performingthe reconciliation and there was no one assigned to revtesge
reconciliations. The majority of the accounting transactions performethb
Finance Directoin relation to these accounts are referred to as journal entries
(e.g., transfer from one account to another). However, that does not preclud
the FinanceDirectorfrom completing other accounting transactions, such as
cash deposits, or having access to cash. Moreover, journal entries and
reconciliations performed by thEinance Directoare not reviewed by a second
individual.

We discussed the three accasrwith the Finance Director and came to the
following agreement:

1 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 Int@rAudit of the
closing of the account is warranted.

1 For the second account (departmental deposits and general payments)
the Accounts Payable Program Manager will begin reviewing the
reconciliation.

9 For the last account (purchase card and ePayable)pdnmrmance of
this reconciliation will be delegated to another staff member to improve
segregation of duties over this account thougpisting factors already
mitigate risks associated with this accourtteTFinance Directaroted
that the account activies 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 havgdo
through the Accounting q@egram. These factors mitigate the risk that
the Finance Directocould 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 Deposity DepartmentsFinance Finance Dirgor None

and General Payments Director, Deputy

Treasurer, Accounting
Clerk 11l

Investments

Finarce Director Accounting Clerk Il Finance Director

6| Page



Account Primary User Reconciler Reviewer
Vendor Payments and| Accounting and Payrol| Accounting Clerk Il Finance Director
Payroll Departments
Unsegregated Tax Taxation Department | Accounting Clerk Il Finance Director
Depository Account There ae two bank Accounting Clerk 1l Finance Director

accounts: (1) there is
no activity and account
remains open to
maintain relationship
with the bank; and (2)
shortterm investment
account for liquidity.

Investment Pool

Local Government Health and Human Accounting Clerk Il Finance Director

Sewices Department,
Roads & Parks
Department, Treasurer
Deputy Treasurer

PassThrough Account | Finance Director Accounting Clerk Il Finance Director
Purchase Accounting Staff, Card| Finance Direar None
Card/ePayable holders

We could not conclude if reconciliations were completed timely.

We recommend
that the
reconciliations be
signed and dated
by the preparer
and reviewer

Reconciliations should be completedon after the end of the given banking
period (typically monthly) so that any discrepancies are identified and then
researched in a timely manne

Becauseeconciliations were not signed and dated by the preparer or reviewer
in accordance with standard practice, we contit test or determine whether
reconciliationsare beingcompleted timely We recommend thathe
reconciliations be signed drdated by the preparer and reviewer.

We did find thatfor someaccounts the reconciliations were #p-date and for
other accounts the reconciliations were nottgp-date. For example, in
conducting our review in March 2018 we found one account for wthie

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 timelirfebe o
reconciliation, the accuracy of the reconciliation, and that necessary corrections
are authorized. As mentioned above, thmance Directoperforms the
reconciliations for 3 accountblo review of the reconciliations have occurred.

7| Page



However per discssion wih the Finance DirectoP ofthese reconciliations
going forwardwill havean appropriate reviewer assigned

Not all correcting entries made as a result of the reconciliation are performed by
someone other than the individual completing the cenciliation.

Because thé&inance Directois performing the reconciliationsver 3 accounts
with no reviewer assignedhere is no segregation between the duties of
performing the reconciliation and authorizing any journal entries resulting from
the re@nciliation. 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 pefods of time. Unresolved differences that continue to move to the
next month’s reconciliation could be a

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

Not al supporting documentation wasnaintained for all completed
reconciliations.

Not all supporting documentation was maintained with the completed
reconciliations. Some of the reports needed teperform the reconciliations

can no longer be pulled after a certain time period. While otherdeskreports
could be repulled. 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
maintainedwith the reconciliation.

We recommend
supporting
documentation be
maintained with
the reconciliation

Additional Information Regarding Reconciliatisn

We identified two N re-performing a few reconciliations we found two notable items that should

reconciling iems have been reconciling items, however, were not.

that were not ) .
identified during 1. There was a $90,000 debt service payment thatioed in December

the performance 2017. There was no corresponding accounting entry recorded in the
of 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 hateen caught at fiscal yeand

(June 2018).

reconciliation

2. Monies were deposited in the bank for approximately $127,000. The
department prepared two separate deposit transactions, one was
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Two key controls
failed, however,
improvement has
been made to
ensure deposits
are recorded by
operating
departments
timely

cancelled and the other one never was finalized in the financial system.
Therefoe, 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 repared 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 qomdition from
the Treasuryprogramthat 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 &as 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 departmearten 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 followp was performed by Treasury.

We recommad 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 thdéposit confirmation is received by
the Treasunyprogram In the middle of fiscal year 20418, theTreasury
programstarted a monthly listing of outstandirigankdepositsthat hadno
corresponding accounting entry. This listing is saved in a shared riefalder

so departments can access it. An email is sent reminding departments about the
listing and to prepare an accounting entry for the depogitshould be noted

that this process was implemented after thé“zcenario described abovead
occurred.
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Chapter 2¢ ATMs

Finance manages The Finance Department. oversegs the operations of 6 Adid occasionally
6 ATMs temporary ATMsused during certain event$he ATMs are located at the
Airport, the Expo and near the Treasury program.

Best practices for ATM operatis includes the following:
1 Having adequate segregation of duties over ATM operations
9 Limiting access to cash

1 Maintainingadequate documentatioto support ATM reconciliations
and transactions

We compared the above best practices over ATM operatiotisgd-inance
Depart ment ' sthepesudsmotthe comparismmisipresented neltr
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.

Ther is a lack of segregation among ATM operational duties

When one person Segreggtlng the duties over ATM qpergtlons .prevents ar.l individual from
can control all controlling all phases of the operation, including requesting money from the
phases of ATM bank, re.plenlshl.ng ATMS,.perfo.rmlng reconciliasi@nd 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.

operations, the
opportunity for
errors and fraud

to occur and then o . . :
go undetected is For the most part only two individuals are invoMedheCounty’ s ATM

high operations and controls do not ensure that segregation of duties will occur. The
duties involved in managing ATM operations involve the following.

1 Requesting money from the bank to be used in replenishing the ATMs.
Currently, it is posble for the Finance Director to request money from
the bank for the purpose of replenishing an ATM without any other
County emploge being aware of the requedivhile current practice is
that the Finance Director c¢cc’'s the D
bank, there is no control t hat ensur

1 Receiving money from the bankVhen money is delivered by the bank
any available employee is authorized to receive the money. The receiver
signs for the money.

1 Replenishing the ATMI'he Finance Diotor has the ability to
individually access the ATM for purposeseglenishing the ATM with
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There is no
controlin place
that requires two
people to be
presentwhen
handling ATM
cash

cash.Though current practice is that the Finance Director and Deputy
Treasurer jointly perform the replenishment, there is no control that

requires two people tde present.

9 Accounting entriesEntriesintatheCount y’' s accounti
system(E1)to document ATM activitieare made by either the Finance

Director or Deputy Treasurer.

1 ReconciliationsThe Finance Director performs the ATM reconciliations

and pe 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 uradected. While our testing did not identify any material

discrepancies in the accounting records, limitations to exiginogesses

precludes us from providing any assurances.

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

respansibilities for ATM accounting, from taking ATM cash

A physical key andsecuritypasscode is needed to open the section of the ATM

in which the cassette (the metal box thaduses the caghis stored.

Finance reports that standard practice is to ddawo individuals present when
monies in the ATglare 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 thid AT
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 émguhat 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 ass the cash in the cassetiEhere are
three mehods that could be implemented to mitigate the risk ofauthorized

access to ATM casHowever, each method does present its own challenges

given the small staff size of Treasuiyhethree methodsare:

1 Requiring thatwo individuals be present when assette is openedr
when cash is being placed in a cassette 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.
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1 Ensuringhat two people argresent when opening an ATNIhis
entails assigning one half of the secupgsode to one person and
the other half of the securitpasgode to a 2¢ person.However, his
couldimpedean ATM from being restocked if one of the two widuals
was not available.

1 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 ATMspunting the cash in the cassettes, and
then having the aditor compare the cash count to records indicating
what amountof cash should be in the ATWhe challengén
implementingthis approach is that it only works if the audits are
unannounced and, as such, can be disruptovthe Finance
Department

Qupporting documentationshould be retained withcompletedATM
reconciliations

Retaining the documentation used to perform a reconciliation with the
reconciliation allows for independent verification of the reconciliation and
related records.

We found thatsome 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-milled. However, for th@urpose of
transparency and ease of review, best practice is to having the information
availablewith the completed reconciliation

Additional Observation

We noted that at timegleartape was used to attach the individual ATM reports
to a larger piecef paper. The clearape over time erases the ink on the

reports, therefore, the amounts and dates at times were no loriggible We
suggest not taping over the portions of the reports that contain key information
about the transaction that occurred. Tée reports are also scanned and saved
electronically with the cash receipt. However, for the purpose of transparency
and ease of review of the hardcopy reconciliationsreeommendnot taping

over key information.
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Chapter 3¢ Accounts Payable

Operating
departments and
the Accounting
program share
respasibility over
the accounts
payable function

Payments are
now being
processed as
received

Contwols over the accounts payable (A/P) function are divided between County
operatingd e par t me nt s Aecoudtinggrogram BEacredepartment
authorizes payments, enters payment
accounting software system) and then suksrthe hardcopy documents to
AccountsByableThe i nvoices are submitted i
the invoices submitted by a department at one time. A systgmerated
“batch cover sheet” is signed by an
department. The batch cover sheet, the invoices and other supporting
documents are then sent to Accounts Payable (A/P).

A/P processes the batches receiveahfi the operating departmentd2rocessing
the batch entalils:

1 Identifying payment type

1 Reviewing batch foappropriate authorization

=

Reviewing batch for accuracy and completeness, such as all invoices
were provided, amounts are o@ct, due date is correct, etc.

Approving batch for payment

1
I Scanning and saving documentation electronically
1 Preparing for paymeistto be issued

1

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 obsertens and suggestiorfsr 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 ioes 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 takingfull 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
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Not paying
invoices when
received creates
the risk of an
invoice being
misplaced

practice, given current interest rates welkeve 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 theAccounting program

A/P receives and then presses batches of invoices from County operating
departments. After processing a batch,
which refers to the process of printing checks and authorizing ACH transactions

to pay the processed invoices. The followingpsteccur for paper checks:

1. Avreportis run that indicates which invoices from the batch are due
within 9 days and which aren’t.

2. AJ/P staff manually remove from the stack of invoices those invoices not
due within 9 days.

3. The removed invoices are set asidelawill 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 misplackand increases the number of timhe 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 paymestatus 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 pbne 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 teal 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 @sging due to being
more than 9 days from the due dat&Ve found the following:

1 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 measociated with the 42
invoices.Of the 26 vendors) 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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The majority of
delayed invoices
were paid on the
next check run

Because the pur pose @dhistomaximizethey

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

days payment would be delayed féke found:

o0 15 of the 42nvoices(36%) wergpaid on the next check run

(Thursdayl2/14/17).

0 14 were delayed a week.

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

35 days out.

o0 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.

1 On Thursday 12/14/17, 63 invoices totai$i83,152 of the $463,708 in

the check run were removed from the check riiitne 63 invoices had

been submted by a total of 39 vendor©Of the 39, 7 had other invoices
that were within the 9 day period and were paid during the Thursday

check run.

0 23 ofthe 63(37%)invoiceswere paid on the next check run (the

coming Tuesday)

0 4 were delayed a week

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

check run.

0 The remaining 14 invoices included mostly travel

advances.

We discussed thisbservaton with the Finance DirectoEhe 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 théinance Director in re
establishing and formalizing staff expectations regarding quality control activities.

T A/ P staff review the depart
has been inaccurately enteredto E1 The nature oome ofthe

me nt

corrections suggest that the review and correction process mayeot

critical, while others are

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

invoice could have accounted for multiple correctioi®)e corrections

included
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Due date
corrections might
not be needed

Reviews might be
needed when
staff are new,
however, could be
lessened over
time

0 Correcting the due date12 due dates were changed. 3 would have

been paid early i f the change wash

late, however, this particular vendor does not charge late f&é&s
remaining8 changes had no impact on the payment.

o Correctingthe invoice number8 invoice numbers had been
entered incorrectly Entering the correct invoice number is
important to ensure duplicate payments are caught.

o Changing pay type2 pay type changes from ePayable to paper
check were needed because the depaent had included
information to be remitted with the payment. Ihte pay type

occur,theeBRyabl e payment wouldn’t have

information being remitted with the paymenthis also leads to the
guestion, as to if the payment informatioreads to be provided to
the vendor.

o Correcting payment amountOneinvoice had contained the
previous month’'s charge as wel |l

9 A second (less involved) review occurs wheoounts payable staffre
doing the check run. Staféport that they do identify needed corrections
during the check run, but not often. They also find processed payments
mostly Payrolt that lack the supportinglocumentation Thus, the second
review does help to ensure they obtain needed invoicesrpo completing
the check runThis 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 folderlt appeared that thalouble checksre 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
laserficle.

Some vendors have increased their credit card processing fees. As such, paying
invoices using the County purchasing camdscosting more. A new process has
sincebeen implemanted to lessen the impact of thee increased fees.

We noted thatAvistaand Pacific Powdradincreased their fee for paying by

credit card and many departments are individually billed and pay these utilities
with a purchasing cardAvista had increased their fee from $3.50 to $a@
discussed this with the Finance Qiter and the Accounting progratmas
centralized the wutility bill pille¢g me nt
and charged the credit card feEor participating departmentg\/P now

receives one bill and allocates the appropriate expense to each depattm
included in the billing.
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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 coreect

Expansiorof the invoice number field on the batch cover sheet would be helpful
to A/P daff so that they can more easierify the accurag 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 witi 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 invoicard must complete three stepkirst, an
individual must procesthe invoices, then another individug)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 stampetl We found that 14 of the20 were processed in E1
Based on within 3 business daysf receipt and the remaining 6 invoices were processed
observation, at within 6 business days.
most it takes
about 16 daysto ~ Once processed, the departments are quick to approve the invoice batches. We
fully process an found 23 of 29 batches (48fahe 60 invoices) were approvexh thesame day
invoice 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 Courthousajer being approvedThe

remaining4 batches arrived withi business day#ccounting was able to

process/ of the 29 batches thday of or day after receipfhe remaining 22

batches were all processed wiithé days.

The observations above indicate that in a worst case scenario, Kaday
needd to fully process an invoic&he worst case scenario would involve:

6 daydor departmentto process invoice

1 day for departmento approve invoice

3 days for departmentio submit and A/P to receive invoice
6 days forA/Pto procesgpayment

PwbdPE

1 We could only determia 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.
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Chapter4 ¢ Central Services Chargeback Methodology

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

rFeegdj;?ilons used when central service charges are allocated t@ms receiving federal
require the funds. The Finance Departmedntresponsible foupdating the methodology
County to and certifying that the methodology is compliant with fedemedulations The
maintain a cost FinanceDepartmentis not responsible for ensuring that the central service
allocation departments and operdg departments comply with thmethodology.Per the
methodology Counmeyt’.hsodol ogy, the County’ S e'xpe.ct atio
department will get approval from the County Cost Allocation Committee prior
to changing a °‘ ¢ héahegmitee ikmateup bfthed ol ogy .’
Finance Director, Sr. Deputy CtowiAdministrator, and the County Auditor.
We found that in some instances changes were madbe cost methodology
without the benefit d formal, documented approval lihe Cost Allocation
Committee? Additionally, we noted that the Committee does riatvean
established annual meetingnstead, meetings occur only when requested by
the central service department
Given these two conditions, we recommend thia¢ committee meet annually
to discuss any proposed changes and/or to verify that no departsare
Approval of making tianges to their methodologie&urther, we recommend that this
changes to the meeting occur prior to the development tfe central service budgets for the
methodology . .
upcoming year and not after that meeting.
were not
documented

Lastly, the approved changes should be communicatedgcAccounting
Manager, who was delegated responsibility to ensurerttethodologyis
updated The approvals for the changes should be maintained with the
methodology documentation. Including thast revision date on the
methodology document, wouldlsohelp with ensuring that the correct
methodology is being used when allocating costs.

Chronologically, the process should proceed as follows:
1 Central service @partments submit proposed methodology changes to
the Cost Allocation Committee

1 The ommittee goproves or denies the proposed change

9 The results of theammittee meeting are documented and
communicated to the Accounting Manager, who is responsible for
maintaining themethodology

2Qur review focused on the fial year 20134 through 201617 cost methodologies.
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1 The central srvice departments prepare their budgets
9 The budgets arengsented at the Department Directors Meeting
1 The Finance Director finalizes and certifiestiethodologyfor the

upcoming year

Lastly, while not the responsibilityf the Finance Departmenit is important to
note that 2 of the 12 central service progng, for fiscal year 20189, were
using chargeback calculations that did not conform to the most recently
approved plan.
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Chapter5 ¢ Schedule of Expenditures of Federal Awards

The County is required to prepare a Schedule of Expams of Federal Awards
(SEFA). The SEFA is included in the Coul
Financial ReporiThe Accounting Manages responsible fotracking and

compiling the dataised to prepare the SEFA.

There exists an inherent risk thatalschedule will not accurately reflect all

awards received and amownexpended by the departmentshis risk is

increased becausine County must appropriately distinguish between federal
awards and services rendered to the federal government. Thereaslditional

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 witirent conditions

suggest thatthereisalolwi kel i hood tSERAtismathrielly County’ s
inaccurate We found that 80% of the granteve aunique revenue account

codewhich helps Accounting statfentify the monies as federal awards.

Involvement in the process of developing the SEFA byalesaint operating

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

discusedthe current process and risks with the Finance Direataf she is in

agreement that there is benefit to involving tleperating depatments in the

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

to use and be able to provide Accounti ngq

Accounting staff
have prepared
worksheets for
the operating
departments to

help in the
preparation of the federal awards. This information will hetlpe Accountingorogramprepare the
SEEA SEFA.
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Chapter6 ¢ Property Management

Property Management is responsible for managing County owned rental
properties, hebing departments lease propertiielping the County buy and sell
property, and other related activities. Also, the Property Management program
and the Taation program both have responsibilities pertaining to the collection
of past due personal property taxes and the processing of real property tax
foreclosures Therefore, his section of the report addressbsth of these

functions

Oregon Revised Stats direct some fothe activities listed abovédowever, a
comprehensive set of policies and procedures is needed to ensure continuity
and an organizatiomwide understanding athe manner in which these activities
are performedor should be performed

Revew of Leases o€ounty Owned Property

Generally, lease
revenue is
accounted for and
the lessees wee
current on their
rental payments

One leased
property possibly
should have been
paying taxes,
however, there
was no process in
place to notify
Assessment

The Property Management program manages 11 leaSeserally, we found
that lease revenue is accounted for and the lessees wenmegcuon their rental
paymentsHowever,1 lease agreemer(ivhich predates currerstaff) could not
be locatedtherefore, we could not verify that those rental payments are being
made in the amount stipulated by tHease

We also found that one Countywned property is leased in partto 1
organization and in part to another but only itbe 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

1 Oneleaseallowed foranannualCPI adjustmentHowever, theental
rates were not icreased during theeriod October 2014 through
December 2017. We are unsure as to the reason aviiyP| adjustment

was not implementediuring this period

T Proof

of

essee’

S

certi

fi

c athees6 o f

lessees that hadgreemants stipulatinginsurance requirements.
However, per County Counsel staff the County has never required
receiving annual proof of insuranéer leases or other contracts.

1 No process is in place to infortime AssessmenDepartmentwhen a
change in lessee ryallow the property to be converted from nen
assessable to assessabt®r example, henatenant that is exempt
from real property tax (e.g. a government or nprofit) vacates the
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property and the new lessee is not exemibte property carthen
become asessabléWe 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 taxeBecause the property is owned by
the County it is recorded as nassessable ands such, no taxes were
assessedr paid Had Assessment been informed by Property
Management when County land was lease@ nonexempt entity
Assessment could have determined if the property needed to be
reverted toataxable statusWe recommend Propé&y 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 thetanant at the Rogue Family Center are
in disagreementegarding the yeaend true-up which occurs for certain
operating expenses paid by the County that exceed a fixed monthly
payment amount paid by the tenanthe two parties are in
disagreement as to what should be included in thestup. The fact

that the agreemenhas been amendedQltimessince its inception in
2000appears to have created confusion acmhtributed tothe differing
opinions asvhat should be or should not be included in the trup.

Saff report that thishas been amngoingissuesince she took over

management ofhe lease around 2012er 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 tenashallocatiaond e x p |
process.

Because of the 10 amendments and questions as to what should and
should not be included in the truep calculation, we have not
attempted to quantify the dollar amount potentially owdxy the

tenant.

We recommend that Property Megement 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 nepayment and to determine what
course of action igppropriate.

Lastly, staff report that an flamendment is being drafted to address
some of the concerns regarding the trup. Given the challenge in
understanding an agreement that has been amended this many times,
we recommendhat when managing futte lease agreements
consideration igjiven to restating the agreement in its entirety,
including all amendments, instead doing a standalone amendment.

22| Page



Review of Compliance with Real Property Tax Foreclosure Legal Requirements

Generally
compliant with
legal
requirements,
however,
improvements
could be made

Written
proceduresshould
be developed to
ensure future
consistency when
performing the
annual
distribution

There are 3 Oregon Rewvik8tatutes (ORS) chapters that govern the foreclosure
processand the sale of foreclosed propertieBhe first chapter is 275, which
covers the sale of foreclosed properties. Next, 311 covers real property tax
delinquency. Lastly, 312 covers the forecl@sprocesslt 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 reviewover thesecompliance requirementdoes cover
responsibilities oboth theseprograms.

We found that the County igenerally compliant witlORS leapters 275, 311,
and 312though we noted that documentation practices relating to certain
sections of chapters 275 and 312 could be improved upon, asstied below.
We note that we could nofully test compliance with ORS 275.275 due to the
unavailability of certain documents.

Chapter 275Review ¢ Findings
1 2 requirements of ORS 2750 %ere not occurringbased on review of the

2017 property saleWhen sales occurred, the date of the order directing the
sale was not includedhithe publication of the saleddditionally, proof of

the sale publication was neither recor

filed with the deed.

9 Finance does natlways mintain documentation to support the calculation
of the property’s sales price when
ORS 275.180 allows the County to sell property back to the owner without
public notice but stipulates that the sale amount must netlbss than the
amount of taxes and accrued interest plus 6% interest per annum from the
date of judgement to the repurchase date.

1 ORS 275.27&llows the County to reimburse itself for the costs incurred
related to the tax foreclosure process from thepeeds 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 dstribution, therefore, we could not complete our review of
the fiscal year 20147 distribution. However, based on the information that
was available, we observed the following:

0 The fiscal year 20167 distribution was not recorded in the
accounting systernfE1). According to the Finance Director, the
distribution occurred but had not been recorded in Ble 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 oor before June 30 as per ORS 275.275.

0 50 percent of the Property Management program personnel costs
are included as a cost the County reimburses itself for prior to
distribution of the proceedd-dowever, there is no supporting
documentation (e.g., time sty) to evidence that 50 percent of
staff time is spent on foreclosures.

o0 Some of the County’s costs includec
appear to be related to foreclosureghese costs appear to be
associated with managing County owned property (e.gsden
Secondly, not all allowable expenses were included in the
calculation.

o For fiscal year 287, $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 sadé 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, wal@mot identify a
statute that allows for a reserve to be created using the proceeds
from the sale of foreclosures.

0 ORS 275.275 references ORS 311.390, which establishes the formula
to be used for the distribution. There is another ORS (311.392),
which & not referenced in ORS5.275 thataddresses 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 entitigst have asmall amount
of taxes assessments, or other chargased to them. Tius
eliminating multiple small distributions as the County starts
receiing the monieowed, which reduceshe administrative
burdenonte County’'s Finance depart ment
the Finance Director obtain guidance frahe Department of
Revenue (DORNd County Counsel to ensure the appropriate
method is used to calculate the distribution given the advances
made to thesggovernmenal 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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Chapter312 Review ¢ Findings

T

Not all feesas T
allowed per ORS
were being
charged on
properties
foreclosed in 2015

Notice toLienholder ofExpiration of Period ofdlemptiondid not state the
date of judgement, as required by ORS 312.125.

Per ORS 312.040 notio&foreclosures is to be published in the newspaper of
record and the County is required to send a copy ofrtbeceto incorporated
cities. Based on our review of the 2017 foreclosure proceediRggnce did

not retain supporting documentation to evidence that required notices were
sentto incorporated citiesFor 2017, the checklist used by Finatzevidene
that steps are performed in accordance with ORS8 not been initialed by staff
to affirm that the cities were mailed a noti@nd staff did not keep a copy of
the letter that accompanies the noticeStaff had, however, retained a copy of
the newspapeforeclosure listwhich 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 cosiscurred 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 periciabowed Per discussion

with Taxation, the programwill 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 evritin

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 providinge FinanceDepartmentwith direction
regarding the option of expediting foreclosure.

The goal is to
collect on taxes
owed to prevent
foreclosure,
therefore,
expediting the
foreclosure
process is not a
priority

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

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

process) for properties that are subjdo waste and/or abandonmeniThe

County has enacted an ordinance to do so. However, the understanding of
Finance i s that tryanapreCentihe toreclosureghy a | i s
collecingthe tax paymentsowed. 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 apectures of 1 of the 4 properties from 2015 and
2018.

SourcePictures 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 iopin3 of
the 5 appeared to be in conditions indicative of waste and/or abandonment.
Pictures of two of the properties are presented below.

SourcePicturestaken by auditoin 2018

The BoC may want to consider providing Finance with direction degathe
option of expediting foreclosure.

Personal Property Tax Collections

Finance is tasked with the collection of pdse personal property taxe#s of
the beginning of December 2018, about 524 tax accdumése delinquent on
their personal propdy taxes, not including manufactured structures. In total,
about $2.6 million in delinquent taxes, fees, and intereswed 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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An alkinclusive
report could help
with managing
personal property
tax collections

accounts About $1.4 million of the $2.6 million is for taxes and the remaining
$1.2 is for fees and interest.

While GRS 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.

Forexample, we noted that the progradoesnot havean altinclusive report

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

is a delinquency I|list report that can
regarding the stais of the collection efforts which can be pulled separately.

Also, staff report that they have a binder with the collections informaticme

lack of a single report containing all key information on delinquent accounts
could hinder mambomter pregress ‘ared makb detisionsy t o
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 rinane

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 yeargiowever, it is not clear as to whtke cause is
that inhibits the collection rate for these accounts. We do offer as an
observation that ase 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 liveir file.A comment is placed on the
file to indicate status of collection efforts (e.g., warrant issued general
comment that thetaxpayer was reached amhat the result was (e.gpayment
plan was negotiated

The Finance Property Management Wwpage could be enhanced to provide more
information regarding the personal property tax collection process and
consequences for nopayment.

We also noted that while the Finance Department home webpage identifies
Finance as being responsible for the ottilen of property tax, there is a lack of
detailed information provided to the public regarding the personal property tax
collection process or consequences for qmayment, especially related to
foreclosure of real property.

Additional Observations

9 During the foreclosure process, deeds are forwarded toGmeinty
Surveyor s Of f i ce f dMe noted that thisestep adds vimeegow .
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the process and may not beecessary in some situatiorfsor example,
currently the Surveyor reviews the legal desddptof the property to

ensure compliance with Oregon Revised Statutes 93.600. The review of the
legal description by the Surveyor is not requireldwever, per discussions
with the County Administrator, experience has proven thatréhis benefit

from the Surveyor ieview as part of the control systeandwarrants its
continuation.

1 We noted thatORS 275.220 allows breddbfault of sales agreements of
foreclosed propertyPer Finance, if the purchaser is late with payments the
practice is to work with théndividual 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 purdhaser and cancel the contradt/e noted 1 example in whicthe
individual was behind on about 8 pagmts at the time of our review.

1 We also noted that on Personal Property Tax Statements the business
per sonal property real mar ket value is
This can confuse the taxpayer. We aveare 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 discussioh thi¢
Finance Directqrthis might not be able to be changed, however, she will
investigate further.

Using two 1 Ingeneral, a business unit is used to differentiate programs and/or

functional groupings within a department or entity that are independent in

its accountingand operationsCurrently, one business unit is assigned to

accountforP operty Management's transacti on:
Management function is invodd in two distinct activitiesThe Property
Management program not only manages th
(i.e., leasing County owned property) but it is alsmlaed in the

foreclosure process on real property resulting from unpaid taBesause

the Property Management program oversees these two unrelated

functions, we recommend thaine business unibe used to account for

County property activity and a sepaesbusiness unit be created to account

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

facilitate in theuse of the reports for monitoring purposes.

business units
instead of one
could help
facilitate
monitoring of the
differing Property
Management
program acivities

While the pogram 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 fone activities but not all
activities.We also noted some examples of lease expenses not having been
assigned to the designated prafecode 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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Chapter7 ¢ Investments

The Jackson County Treasur er asnuallynvest me
by the Board of Commissioners (BoC), names the Finance Director as the
County’'s I nvestment Officer and establ i :
management of investments. The Policy addresses the competitive selection of
investment instruments andstablishes 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 nortomplance with some Policy requirements regarding the
selection and approval of brokers.

Investments were
selected in
accordance with
Policy, however,
noted a few minor
instances of non

compliance with _ _ _ _ )
broker selection Generally prior to purchasing an investment, the Finance Director shall

request anddocument quotes fromualified 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 sifie 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
dza SR (2 S @ INbthirlg in is poliz? villp@véniTreasury
staff from immediately purchasing an investment that suddenly
0502YSa LAt lo6tSs yR YSSiGa +y SEA&G]
shall useprofessional judgement before buying an investment without
competitive quotes

Investment Policy section Xl Competitive Selection of Investment Instruments
states:

and approval

Investment Cur review of all investment purchases made for the time period July 2017
purchases through May 2018 indicated that practices conformed to this expectation. We
conformed to found:

Policy expectation . o
1 Adequate documentation was maintained to support purchases.

1 Allinvestment purchases were madeough an approved broker.

1 Quotes were solicited and received from one or more approved
brokers.

1 Purchases were spread among the brokers.
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Regarding Financial Dealers and Institutions, the Policy states:

The Finance Director shall maintain a list ohathorized
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 procedsrbelow 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.

Demonstration of Regardingth€ounty’' s 6 approved broker s, we f c

compliance with . o _ .
broker selection 9 The 6 brokers materially met the 6 criteria outlinedin®® unt y ' s

Investment Policy. However, we noted that one broker was approved
though they did not meet the criteria which requires that the broker
must providce services routinely to public &ties 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 aliaaster (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 uptid to reflect that this isan allowable
exception to the Blicy.

and approval
could be
improved upon

1 The County had not obtained a Financial Industry Regulation Authority
(FI NRA) proof of <certification, whic
credentials, from 2 of the 6 approved brokerseWéund that one
broker had changed firms and that a new FINRA proof of certification
was not submitted when that individual had-egplied for County
approval under the new firm. However, the individual was approved
with the County under their previousptace of employment. We also
found that one firm had three approv
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 purchaseshe individual for whom the FINRA proof of
certification is on file is the firm
County when using that firm.
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Chapter8 ¢ Additional Information

Payroll

We did not include a ngew of payroll in thisauditheCant y’' s Payr ol |
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 positisn Given the stress of learning their
positions and the amount of overtime being incurred, we decidedbiild not

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

consultant with expertise ine software system used by theyrollfunctionto

help identify ways to seamline and improve the effiency of the payroll
processUpon completion of the consultant
procedures to ensure that any changes that occurred provide adequate

controls.

S

We did discuss withgyroll the possibility ofending pay advices electronically.

Though this would be a lab@aving changeorpay r ol I, t he Count vy’ ¢
with bargaining units establishes specific requirement in regards to providing

pay advices to employees. Finance will work with County €8do ensure any

changes will not result in significant risk of roompliance with bargaining

agreements oother requirements.

Taxation

We did not review tpdioeesseamsuhisthasiesently ax col |
been reviewed in conjunction with th@nnual external audit.

The Finance Department provides property tax collection and processing
services for Curry Countyrior to entering into the arrangement, Finance
performed a study to determine the rate it should charge to ensure that
revenue ofset 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 excl ude tsandbverheGdamihattay ' s f i x e
one-time set up fee was charged instead.

Accounts Receivable/Cash

The Finance Department does not have accounts recksvalsponsibilities.
Each departmenis responsible for tracking its own accounts receivable.
Therefore, we did not perfen any audit procedures regarding the accounts
receivable function at the operating departments

31| Page



Summary of Recommendations

1. Ensure that there are adequate segregation of bank reconciliation duties from other accounting
duties (Finance is in process ofplementing 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 i 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 directorsfahe importance of ensuring that there department receives the
deposit confirmation by Treasugnd the importance of timely accounting entries.

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

8. Consier paying invoices when ceived by accounts payable fraime operating departments
and not delaying the payment until due (Finance implemented recommendation).

9. In conjunction with this audit, Finance considepdchasing cardebate ratesands e nd o r ’
processing charges when phasing cardsre used to determine ifontinued use of purchasing
cardsisthe best option We recommendontinuation of thesegeriodic reevaluatiors as rebate
rates and vendor processing charges may change over time.

10. Inquire of IT to expand the invoicaimber field on the batch cover sheet so the entire number
can be read (Finance implemented recommendation).

11.Whil e not solely the responsibility of the Fin
Allocation Committee meet on an annual basis beftggelopment 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 thestanethodology.

14. Involve the operating departments in the preparation of the Schedule of Expenditures of Federal
Awards (SEFA) (Accounting has implemented).

15. Consider dvelogng policies and procedures fananagement of property to ensum@ontinuity
and anorganizationwide understanding of manner in which these activities are perforored
should be performed

16. Work with Assessment to develop a process that ensures Assessment receives notifitaion
there is a change inlassee 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.

19.

20.

21.

22.

23.

24.

25.

26.

27.
28.

29.

30.

31.

32.
33.

34.

Meet with County Counsel to review the existing historga &togue Family Centiyssee 13on-
payment and to determine what course of actisnappropriate.

Consider wrkingwith 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.time

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

Ensure that the publication of theotice of thesale of property isacordedin accordance with
OR275.120.

Ensure that documentationismmait ai ned t o support the cal cul
prices when the property is sold back to the owner.

Reevaluate thedisbursement of tax foreclosure proceeds to taxing entif@ecess to ensure
compliant with legal requirementand to ensurelte calculation includes all revenue and
expensesOnce the process is reevaluated, consider documenting the process used to calculate
the distribution.

Ensure that theNotice toLienholder ofExpiration ofPeriod of Redemptionincludes the date of

judgmert.

Ensure that the foreclosure proceeding checklist is initialed and a copy of the nmilatgined
to support that the publication of the foreclosure list was provided to each incorporated city in
the County.

Evaluate the charging of the $50 fee usediefray the costs incurred by the County when
property is repurchased by the owner.

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

Considerevelogng an altinclusivereport to help withmanagemenbversightof personal
property tax collections.

Further enhance the Finance webpage to provide more information regarding the personal
property tax collection process and consequences forpayment.

Develop guidancéor what to do when a purchaser of a foreclosed property is in breach or
default on the sales agreement.

ati

Determine if the term '‘structure’ on the perso

so change th term to something that is more inclusive to all property types.
Use at least two business units to account for Property Management program activities.

Update the County’s I nvestment Policy to al
mustroutinely provide services to public entities in the State of Oregon.

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

Finance
Shannon Bell
COUNTY e
INTER-OFFICE | M,
Ore g on Bellsa@jacksoncounty arg

To: Internal Audit

From: Shannon Bell

Subject: Response to Internal Audit Review of Finance - Revised
Date: June 3, 2019

This was a very far reaching audit and touched on small pieces of all programs. Below is my response
to the recommendations.

1. Ensure that there are adequate segregation of bank reconciliation duties from other accounting
duties (Finance is in process of implementing controls).
We have expanded owr reconciliation and review hierarchy to better segregate duties.
2. Start having the preparer and reviewer sign and date the bank reconciliations.
Added to bank reconciliation sheet

3. Ensure that all bank reconciliations are reviewed by an appropriate individual (Finance 1s in
process of umplementing controls).

Bank reconciliations have been assigned based on considerations of segregation of duties
and other factars.

4. Ensure that bank reconciliation and ATM reconciliation supporting documentation 1s mamtained
with the completed reconciliations.

ATM activity is recorded monthly via a single cash receipt per location. All back up is
included on the cash receipt and is scanned for archival purposes.

5. Change the daily deposit worksheet in a manner so that the reconciling items do not prematurely
clear prior to complete resolution.

Done

6. Remind department directors of the importance of ensuring that their department recerves the
deposit confirmation by Treasury and the importance of timely accounting entries.

Agree in regards to importance of timely accounting entries. However, would like to reduce
the massive amount of paper this creates by having the finance representatives review El
reports and'or Laserfiche for this information. We are currently looking at ways to eliminate
the duplicative paper of the cash receipting process.
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Response to Internal Audit Review of Finance
March 4, 2019
Page 2 of 5

7. Implement controls to nitigate the nsk of unauthorized access to ATM cash.

ATM reconciliations are now being performed by a person outside of Treasury who has no
access to the cash. All cash received from the bank is documented in a jownal entry with
back up scanned in Laserfiche. Batch numbers for these transactions are notated on the
bank statements for documentation. Finance also understands that audit may perform
surprise counts of ATM contents at any time without natice.
8. Consider paying invoices when recerved by accounts payable from the operating departments
and not delaying the pavment until due (Finance implemented recommendation).

Daone

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 peniodic re-evaluations as rebate
rates and vendor processing charges may change over time.

We have done periodic reviews of the cast/benefit of paying fees to obtain rebate. We are
putting movre energy into this as well as reviewing payments for potential purchase card use.
The rebate has declined over the last few years and we are making the monitoring of this
program as a whole a higher priovity for the Accounts Payable/Accounting Department.

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).

Done,

11. While not solely the responsibility of the Finance Director, we recommend that the County” Cost
Allocation Commuitee meet on an annual basis before development of central services budgets.

Will implement with FY2020-21 budget cvcle

12. Ensure that approved changes to the cost methodology are forwarded to the Accounting Manager
and that the document supporting the approval 1s mamntained with the methodology.

Agree. Will be part of the process in #11 above.,
13. Include the last revision date on the cost methodology.

Will add as part of the process with #11 above which will include an avmual adoption of the
Cost Allocation methodology.
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14 Involve the operating departments in the preparation of the Schedule of Expenditures of Faderal
Awards (SEFA) (Accounting has implemented).

Done
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.

Response to Internal Audit Review of Finance
March 4, 2019
Page 3 of 5

In process. This is a complicated concept as each property transaction is as different as each
department. We have had several meetings with CAO, legal, Audit and Finance to determine
the best course of action including communication.

16, Work with Assessment to develop a process that ensures Assessment receives notification when
there is a change 1n a lessee of County owned property.

Assessment sends out letters when leases come due to find out about changes in lessees on
county owned property. The Property Management department is copied on these letters.
Just like all departments in the county, Property Management is responsible for sending
Assessment copies of lease. We are aware that one lease, for a small garden, was not
communicated to Assessment, but are unaware of any other issues. Since this is a vast
countywide issue, with Property Management only having a small piece, I believe this would
be more of an Assessment rather than a Finance issue.

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

Agree. Will make it part of vear end closing procedures.

18. Meet with County Counsel to review the existing history of a Rogue Family Center lessee’s non-
payvment and to determine what course of action 1s appropnate.

Scheduled.
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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 titmes.

Good idea. We will implement going forward.

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

We will ensure this is being done going forward
21. Ensure that the publication of the notice of the sale of property 1s recorded in accordance with
ORS 275120

Done with recent sales.

22. Ensure that documentation 1s maintained to support the calculation of the property’s sales prices
when the property 1s sold back to the owner.

We are retaining necessary information on properties going inte foreclosure. The
calculation for previous properties must be “backed into™ as not all documentation is
available.

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

Response to Internal Audit Review of Finance
March 4, 2019
Page 4 of 5

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

Agree. Will formalize process and improve documentation.

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

This is in the template from 2016. Unsure of how it got omitted going forward. We will
ensure it is included this vear and subseguent years.
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25. Ensure that the foreclosure proceeding checklist 1s initialed and a copy of the mailing 1s retained
to support that the publication of the foreclosure list was provided to each incorporated city in
the County.

This is being done

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

properiy is repurchased by the owner.

We currently do and historically have charged this fee and it is on our fee schedule. Was
there an instance when it was not?

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

If agread to by the Board we would need move information about how to properly define
“abandorment” as to not prematurely remove owners from their homes. This would also
Fequire more time in the field reviewing potential properties we currently do not make any
assessments on properties until we are about to deed,

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

We have a binder that is shared by all staff that assists with this function. We do not have a
software program that could produce a report with all of the necessary pieces of information
as they come from multiple sources.

29. Further enhance the Finance webpage to provide more information regarding the personal
property tax collection process and consequences for non-payment.

In process

30. Develop guidance for what to do when a purchaser of a foreclosed property is in breach or
default on the sales agreement.

We currently send collection letters and escalate to legal if needed. All have paid after
letters received.

31. Determine 1f the term “structure’ on the personal property tax statement can be changed and if s0
change the term to something that 1s more inclusive to all property types.

This would require programming changes. We shall consider it for a future enhancement.
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Response to Internal Audit Review of Finance
March 4, 2019
Page 5 of 5

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

Will consider it depending on the outcome of the program as a whole. Currently praject
numbers have met the needs of the program. An additional business unit could be used
starting in FY2020-21 if deemed appropriate.

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.

Will do on next update
34. Ensure that all documentation required to support the approval of the broker(s) 1s maintained.
Will do with all futwre broker approvals and further document existing brokers.
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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
1-844-237-9697
www.jacksoncounty.ethicspoirtom J ACKSON

COUNTY

OI'CgOPI

Other Recent Audit Reports:
The Expo 2018 Rodeo

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/Internahudit/PerformanceAuditReports Printed
copies can be obtained by contacting the Internal Audit Program.
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