


DISADVANTAGES:

None

BUDGET:

No budgetary impact.

RECOMMENDATION:

If it pleases the Council, accept the updated Statement of Auditing Standards 112 document.

Attachment:
Updated Statement of Auditing Standards 112 Document
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City of Coos Bay

SAS 112

Presented to Council August 5, 2008
Updated to Council August 16, 2011, August 20, 2013
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City of Coos Bay Internal Controls

BACKGROUND

In May 2006, the Auditing Standards Board (ASB) of the American Institute of
Certified Public Accountants (AICPA) issued Statement of Auditing Standards
No. 112 (SAS112), Communicating Internal Control Related Matters Identified in
an Audit. This new pronouncement significantly increased the likelihood that a
government’'s independent auditors would be required to report a significant

deficiency or material weakness in conjunction with the financial statement audit.
(GFOA Recommended Practice- Mitigating the Negative Effects of Statement on Auditing Standards No. 112 (2007) (CAAFR)

AUDIT LETTER TO COOQOS BAY CITY COUNCIL 12/27/2007

In conjunction with the City of Coos Bay’s Financial Report for the Year Ended
June 30, 2007 Pauly, Rogers and Co. P.C. wrote an Audit Letter to the Coos Bay
City Council which addressed the new SAS112 pronouncement and also listed
recommended areas for the City to document. In order to explain “why” and
“how” the City can comply with the auditor's recommendations as regards
SAS112 in this current year ending June 30, 2008 significant portions of the
Audit Letter are included below followed by the City’s response.

WHY

“In planning and performing our audit of the financial statements of City of Coos
Bay as of and for the year ended June 30, 2007, in accordance with auditing
standards generally accepted in the United States of America, we considered
City of Coos Bay'’s internal control over financial reporting (internal controls) as a
basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the City’s internal controls.

Our consideration of internal controls was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal
controls that might be significant deficiencies or material weaknesses...However,
as we discussed below, we identified certain deficiencies in internal controls that
we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not
allow management or employees in the normal course of performing their
assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or a combination of control
deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or report financial data reliably and in accordance with generally
accepted accounting principles such that there is a more than remote likelihood
that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’'s internal
controls.”
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City of Coos Bay Internal Controls

“SAS No. 112 specifically identifies a few common control deficiencies which
must be addressed in each audit to determine if a significant deficiency exists,
and based on our evaluation we have identified a significant deficiency in the
design or implementation of internal controls, which is noted below.

We consider the following deficiency to be a significant deficiency in internal
control:

1) Internal controls have always been a critical management function; however
changes in audit reporting requirements now emphasize the importance
management should place on the design and implementation of effective internal
controls. A control system should not only include (among other things) a
properly designed accounting system, source document retention, anti-fraud
controls, safeguards over assets, and controls to ensure accurate financial
reporting, but also documentation of internal controls within a well-maintained
policies and procedures manual. We noted that the City has policies in place
documenting certain internal controls. However, in applying SAS 112 we believe
that the City could expand formal policies to document internal controls for
certain accounting areas...”

HOW (see City's Organizational Charts and Narrative)

0 “Consideration of what amount and type of documentation is necessary in
order to monitor internal controls, by both management and the governing
body, to ensure that controls are functioning properly and are evaluated
when systems, the environment, and employees change.”

o Charter
o Mission (March 19, 1996)
o Ordinances
0 Resolution
= Banking Authorization/Limits/Authority

o ‘“Information regarding computer security (i.e. what employees have
access to the accounting system, and documentation of employee
permission levels in the system) should be documented.”

o Caselle Accounting Software Module Design and User Security

0 “Controls over expenditures to assist prevent fraudulent checks or checks
written in error (i.e. who tracks the check sequence, who reviews canceled
checks from the bank, who has access to checks, who is authorized to
approve disbursements.”

0 Resolutions

= Purchase Authorization

= Credit Card Authorization/Limit
0 Segregation of Duties

= Mail/Invoice Handling

2 G:\Finance\Common\SAS 112\FYE 13-14 Updated Full Versions\2 Narrative SAS 112 Documentation 3-2-
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City of Coos Bay Internal Controls

= Accounts Payable Module - Preparation/Processing
= Verification

= Close to General Ledger

= Reconciliation

o0 Detailed explanation of the controls over cash accounts, including how
many people it takes to open/close an account, controls over wire
transfers, and review of bank reconciliations.

0 Resolutions

= Authorized Signatures

= Authority to Open/Close Accounts
0 Segregation of Duties

= Bank Reconciliation/Review

= Authorization to make transfers

= Limitations on Transfers

= Dual facsimile signatures

o0 “Detailed explanation of the controls over the general journal entry
process (i.e. procedures to assist in ensuring no journal entries go
unreviewed or undocumented)”

0 See Subsystem Modules
0 Segregation of Duties
= Cash Receipting
= Improvement District
= Accounts Payable
=  Payroll
= Accounts Receivable
» Fixed Assets
0 General Ledger Module
= Bank Reconciliation/Journal Entries
= Other Monthly Journal Entries
= Bank Transfers

0 “Controls over cash receipting (i.e. controls to assist in ensuring all
receipts are recorded in the general ledger, how often are deposits taken
to the bank, etc.”

0 Segregation of Duties
= Cash Receipting Module - Preparation/Processing
= Cash Handling
= Verification/Close to General Ledger
= Re-check/Cash Deposit
= Accounts Receivable Module - Preparation/Processing
= Verification
= Close to General Ledger
= Improvement District Module — Preparation/Processing
= Verification
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City of Coos Bay Internal Controls

= Close to General Ledger

o “Documentation of internal controls and monitoring procedures used for
reviewing and ensuring that financial statements are accurate and in
conformance with GAAP (i.e. control procedure here could be sending
staff to training on new pronouncements, hiring professional staff, etc.)”

o Finance Director

o “Any internal audit functions, antifraud programs, etc.”
0 Locked Files
o Password Policy implements change in passwords semi-annually
(Administrative Directive)

o0 “Other areas that could be discussed: capital asset accounting, employee
dishonesty insurance, physical security of documents, payroll
processing/timesheets, and any other applicable financial areas.”

0 Council Action — Adopted Budget/Union Contracts
o City Organizational Chart
0 Segregation of Duties
= Personnel
= Payroll Module — Preparation/Processing
= Benefits
= Verification
= Close to General Ledger
= Reconciliation
» Fixed Asset Module — Preparation/Processing
= Verification
= Close to General Ledger

“We recommend the City review ordinances to assess if they require updating,
and also review the planning department’s procedures regarding the extension of
permits.”

0 Net Assets (building permits in-line organizational chart to do)

o Planning Department
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City of Coos Bay — Communicating Internal Control

1) Council Resolution 07-18
Council Resolution (Control), Rights & Obligations (Assertion)

The Finance Director and the City Manager (or their designees) are authorized to deposit funds in any
institution covered by the Federal Deposit Insurance Corporation (FDIC) and the Oregon Local
Government Investment Pool. The Mayor, Council President, City Manager, and Finance Director are
authorized signers on all accounts. They are authorized to sign on behalf of the City for payment to
withdraw funds with two signatures required.

Banks/Accounts/Transfers:
1) Umpqua Bank (Participates in the public depository)

100% Collateralization
$250,000 Federal Deposit Insurance
State Pool Account
Payroll Checking Account
General Checking Account

Policy (Control), Valuation & Allocation (Assertion)

There are two authorized signers (four available) required to sign each check written through Umpqua
Bank. Normally checks are signed by facsimile by the Finance Director and the City Manager. Deposits
are made by the Intermediate Accountant and verified by Deputy Finance Director, both of whom are
authorized depositors. Disbursements and Deposits are recorded through the Caselle Accounting
Software System with manual transactions being recorded by the Intermediate Accountant with
verification and review by the Deputy Finance Director and Finance Director.

a) Transfers, sweeps, and journal entries between the Umpqua State Pool Account and the Payroll
Checking Account are signed off (reviewed and verified) by the Finance Director; journal entries
written by the Finance Assistant or Deputy Finance Director; on-line bank transfers eempleted
entered by the Beputy-Finance-Bireetor Finance Assistant and require a second online approval
by the Deputy Finance Director or Finance Director; and the Intermediate Accountant enters the
journal entries into the Caselle Accounting Software to the General Ledger. The Intermediate
Accountant enters the sweep journal entries which are verified by the Finance Director and
Deputy Finance Director.

b) Transfers, sweeps, and journal entries between the Umpqua State Pool Account and the General
Checking Account (AP) are signed off (reviewed and verified) by the Finance Director; journal
entries written by the Accounting Technician 1 or Deputy Finance Director; en-line—bank
transfers-completed-by-the-Deputy-Finance-Bireetor; and the Intermediate Accountant enters the
journal entries into the Caselle Accounting Software to the General Ledger. The Intermediate
Accountant enters the sweep journal entries which are verified by the Finance Director and
Deputy Finance Director.

c) The Accounting Technician I initiates the regular weekly (and occasional “manual” check run)
prior to mailing the checks (one day lead time).

d) The Finance Director receives copies of all journal entries and transfer confirmations to review
and verify. Procedures/Segregation of Duties (Control), Occurrence (Assertion)

2) Local Government Investment Pool
Oregon State Treasury
ORS 293.701 & ORS 295.701
Investment Account

e) Transfers between the Umpqua State Pool Account and the Local Government Investment Pool
are initiated by the Deputy Finance Director and signed off (reviewed and verified) by the
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City of Coos Bay — Communicating Internal Control

Finance Director and City Manager. The Finance Director and Deputy Finance Director (both
authorized users) track the LGIP transactions. The Intermediate Accountant enters the journal
entries into the Caselle Accounting Software to the General Ledger.

f) The Finance Director receives copies of all journal entries and transfer confirmations to review
and verify. Procedures & Process/Segregation of Duties (Controls), Accuracy & Completeness
(Assertions)

I1) Caselle Accounting Software: Software Security/System Management (control), Occurrence &
Rights & Obligations (Assertions)

Cash Receipt Module

a) Cash Receipts are entered into Caselle by the Accounting Technician | or Intermediate
Accountant using the steps checklist and the procedures manual. The deposit is prepared by the Finance
Assistant, verified by the Deputy Finance Director, and deposited daily by the Intermediate Accountant.
The Daily Cash Procedure outlines these activities. The Intermediate Accountant attaches the bank receipt
to the Daily Cash Balancing Form and Payment Type Report. The Finance Assistant files the other daily
reports including the General Ledger Update. The Finance Assistant updates and reconciles the Cash
Receipts Module daily to the General Ledger and allocates the credit card charges and the Deputy Finance
Director reviews and verifies. The Intermediate Accountant records the allocation to the General Ledger,
and the Finance Director reviews and verifies. Procedures & Process/Segregation of Duties (Controls),
Accuracy & Completeness (Assertions)

b) There are three workspaces (Front, Office and LID). Only one workspace can be used at a time
and Improvement District receipts can only be entered into the LID workspace (the Front and Office
workspaces lock out Improvement District entries). Module Management (Control, Classification &
Understandability (Assertion))

c) Credit Card charges and EPermitting online transactions are entered into Caselle by the
Accounting Technician | or Intermediate Accountant using the steps checklist and the procedures
manual. The charges are tracked by the Finance Assistant on a spreadsheet and checked against the
Umpqua Bank statement. The Finance Director receives copies of all transfer confirmations, reviews,
verifies and records the transactions in the General Ledger. Preparation/Segregation of Duties (Control),
Occurrence (Assertion)

d) There are four (4) Petty Cash funds (Finance, Police, Fire, Library) totaling $1,000.
Department Heads set their department policies and procedures and delegate authority to staff to manage
these funds. They are reconciled monthly, quarterly, or depending on activity. All are reconciled at the
close of the fiscal year, reviewed and verified by the Accounting Technician 1, Deputy Finance Director,
and Finance Director. Changes in Petty Cash fund balances are submitted by the Department Head to the
Finance Director. The Intermediate Accountant is then directed to enter the appropriate journal entry in
the General Ledger.

e) There are three (3) Collection Bexes stops which the Finance Assistant picks up weekly and
one (1) picked up monthly accompanied by a second staff member as available; weekly stops are: City
Hall Lobby, RV Dump, and the Visitors Information Center (VIC); and monthly moorage. The
Accounting Technician I-AP counts and enters the cash in the Cash Receipts Module and files the reports
for review and verification by the Deputy Finance Director. Procedures & Process/Segregation of Duties
(Controls), Accuracy & Completeness (Assertions)

General Ledger Module
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City of Coos Bay — Communicating Internal Control

a) The Finance Director manages the General Ledger and directs the Intermediate Accountant or
Deputy Finance Director to enter manual entries to the Cash Receipts Journal as needed. Types of
manual entries are as follows: automatic bank deposits (Cash Receipts Journal), automatic bank
disbursements (Cash Disbursements Journal), and adjusting entries (General Journal) to properly state the
City’s financial records. In the process of managing the General Ledger the Finance Director reviews and
verifies sub-systems, performs automatic cash allocations, records reclassifications, records contractual
obligations, closes the General Ledger, records and oversees the budget, prints the financial statements
and distributes the revenue and expense reports to the Council and Department Heads monthly as well as
generating other financial reports from the General Ledger as needed among other things. The Finance
Director also directs the Intermediate Accountant and Deputy Finance Director to perform automatic cash
allocations, print financial statements, and distribute the revenue and expense reports to as needed.
Module Management (Control), Accuracy & Valuation (Assertion)

b) The Finance Assistant reconciles all portions except the Payroll module wherein the
Intermediate Accountant reconciles that module; the Deputy Finance Director and the Finance Director
individually review and verify the Bank Reconciliations in the General ledger monthly. Procedures &
Process/Segregation of Duties (Controls), Accuracy & Completeness (Assertions)

I11) Council Resolution 08-02
Council Resolution (Control), Rights & Obligations (Assertion)

The Finance Director summarized the Purchase Authorization as outlined in this Resolution. In brief, all
purchases must be made by authorized employees and in accordance with Department policies and
procedures. With this as a base, purchases of varying amounts are handled differently per the above
resolution as follows: items under $2,000 can be purchased per Department Policy only; items over
$2,000 require three (3) phone quotes plus the Department Head’s approval; items over $5,000 require (3)
written quotes plus the Department Head’s approval; items over $10,000 additionally require the City
Manager’s approval; and lastly items over $25,000 further require Council approval. Procedures &
Authorization (Controls), Accuracy & Existence (Assertions)

1VV) Council Resolution 08-04

The Council authorized an aggregate credit card limit of $30,000 and established the City Manager and
the Finance Director as the official representatives in matters regarding the credit card. Council
Resolution (Control), Rights & Obligations (Assertion)

a) The Finance Director is the Authorizing Officer who manages the individual credit card limits
and authorizes the issuance of new credit cards. Credit cards are issued to management personnel in each
department Presenthythere—are 22 (twenty-two)ereditcards—issued—to—CityDepartments as follows:
Finance Department (2), City Manager (3), Fire Department (4), Public Works ard—Development
Department (3), Community Development (1), Library (2), Police Department (4), ard Coos Bay North
Bend Visitors and Conventions Bureau (1).

b) The Accounting Technician I, Deputy Finance Director, and Intermediate Accountant are
Authorizing Representatives who have the authority to verify invoices as needed. Also under the
direction and with the signed approval of the Finance Director they can modify existing cardholder limits
and add new credit card holders as directed. Preparation/Segregation of Duties (Control), Occurrence
(Assertion)

Accounts Payable Module
a) Invoices are received through the mail or directly from the different departments. The mail is
delivered to the Finance Department and then distributed by the Intermediate Accountant. After sorting
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City of Coos Bay — Communicating Internal Control

the mail is placed in the City Hall copy room inter-office mail boxes. The Intermediate Accountant pulls
the window envelopes to check for checks (other than-Business—ticense-appheation-ehecks—and-Police
Department accident report requests which are delivered to the Publie-\Werks—and-Police Department;
respectively); opens, endorse the checks “For Deposit Only”, date-stamps them and gives them to the
Accounting Technician I-AP. Each department also has a stamp to endorse a check received in error
“For Deposit Only”. Any billings or invoices are sent directly to the responsible department for coding.
Preparation/Segregation of Duties (Control), Occurrence (Assertion)

b) The Accounting Technician I-AP takes the date-stamped and stamp-coded invoices and
matches them to stamp-coded packing slips. Departments return the properly coded and initialed invoices
to the Accounting Technician I- AP who checks their authorization, writes the vendor number on the
invoice and sorts them by date to be paid. The Deputy Finance Director or Finance Director enter new
vendors into the Caselle financial software. Evidence of the update is printed and included with the check
run for verification and accuracy. Procedures & Signatures (Controls), Accuracy & Classification
(Assertions)

c) Invoices are entered into Caselle by the Accounting Technician I-AP using the steps checklist
and the procedures manual. When the Invoice Register is reviewed, corrected and balanced the
Accounting Technician I-AP is ready to print the checks and asks the Deputy Finance Director,
Intermediate Accountant, or Finance Director to unlock the check file cabinet in the vault. Process &
Limits (Controls), Completeness & Cutoff (Assertions)

d) Once the checks are printed, the Accounting Technician I-AP attaches the check stubs to the
invoices (invoice packet) and gives them and the system reports to the Deputy Finance Director to check
for sequence, correctness, and authorization as well as flagging entry questions. The checks are printed
with a facsimile signature of the Finance Director and City Manager. The checks are reviewed and
verified (initialed) invoices are turned over to the Finance Director who does a second review,
verification, approval of signature, and asking and resolving questions. Authorization & Approval
(Controls), Existence & Completeness (Assertions)

e) The City Manager does the third review, verification, and approval of signature. The City
Manager turns the signed checks back to the Accounting Technician I-AP. fermaiting: The Accounting
Technician | updates the Accounts Payable Module, uploads positive pay, reviews, and provides the
documentation to the Deputy Finance Director to review and verify. The Intermediate Accountant
completes the sweep journal entry and the Deputy Finance Director and Finance Director reviews and
verifies the journal entries. Module Management (Control), Classification & Understandability
(Assertion)

) The Accounting Technician I-AP does the fourth Invoice review and verification  checking
that the invoices are properly initialed before filing. Procedures/Segregation of Duties (Control,
Accuracy/Efficiency & Timeliness (Assertion)

Accounts Receivable Module

a) Accounts Receivables monies are entered into Caselle by the Accounting Technician I-AP or
the Intermediate Accountant through the Cash Receipting Module. The Accounting Technician I-AP
maintains the Accounts Receivable Module and prepares the monthly invoices using the steps checklist
and the procedures manual. The Deputy Finance Director reviews and verifies the invoices and the
Accounting Technician I-AP mails them. The Aeeeunting—TFechnician+-APR Intermediate Accountant
reconciles the Accounts Receivable Module and the Accounting Technician | updates to the General
Ledger monthly. The Finance Director reviews and verifies the reconciliation the Accounts Receivable
Module and the General Ledger monthly.

Page 4 of 7

Agenda Item #7
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b) The Accounting Technician I-AP sends Quarterly letters to Transient Occupancy Renters along
with the Transient Occupancy Report. Transient Occupancy Tax is calculated on this report and paid
when due: April 30, July 30, October 30, and January 30; when paid the Accounting Technician I-AP or
Intermediate Accountant enters the Transient Tax through cash receipting and reconciles the transient
monies monthly. The Deputy Finance Director reviews and verifies with the Finance Director periodically
conducting an audit of the Transient Rents. Preparation/Segregation of Duties (Control), Occurrence
(Assertion)

c¢) The Accounting Technician I-AR does an aging report which is reviewed and verified by the
Deputy Finance Director. The Accounting Technician I-AR gives a copy to the Finance Director.
Procedures (Control), Limits (Assertion)

Payroll Module

The Council adopts the budget by June 30 of each fiscal year and the collective bargaining agreements as
negotiated. There are three (3) unions: American Federation of State, County, and Municipal Employees
(AFSCME), the IAFF Local #2935, and the Coos Bay Police Association whose personnel issues are
covered by their contracts. There are Non-Represented employees whose personnel issues are covered by
the City’s Personnel and Administrative Directives which also apply to the unions if the issue is not
specified in their contracts. Council Resolution (Control), Rights & Obligations (Assertion)

a) Personnel Action Forms are generated by the Department Head for job related changes. This
form is signed by the Department Head, the Employee, the City Manager and the Finance Assistant who
enters the information in the Employee’s Payroll Record.

b) Annual evaluations are generated by the Department Head per contract or directive. Annual
evaluations are signed by the Department Head and Employee with the City Manager initialing his
comments.

c) Employees notify the Finance Assistant in writing of employee-generated payroll changes such
as the W-4, the draw amount, voluntary payments and deferred compensation. Preparation/Segregation
of Duties (Control), Occurrence (Assertion)

d) Payroll entries are entered into Caselle through the Payroll Module. The Finance Assistant
maintains the Module and prepares the monthly payroll (with a draw that includes the appropriate tax
withholding) using the steps checklist and the procedures manual. The Finance Assistant distributes the
accrual reports to the Department Heads (or their designees). The Deputy Finance Director reviews and
verifies the payroll. Module Management (Control), Classification & Understandability (Assertion)

e) Draw checks are on the 15" and monthly checks are on the last day of the month. Should
either of those dates fall on a non-workday checks will be cut on the Friday preceding (and if Friday is a
non-work day on the Thursday preceding). Direct deposit is available. The Finance Assistant processes
the payroll and the Deputy Finance Director reviews and verifies first, then the Finance Director reviews
and verifies second. The Finance Assistant uploads the positive pay file. The Deputy Finance Director
uploads the direct deposit file to Umpqua Bank two (2) days before the check date. The Finance Director
reviews and verifies the total of direct deposit and manual checks. Procedures/Segregation of Duties
(Control, Accuracy/Efficiency & Timeliness (Assertion)

f) The Finance Director and City Manager utilize facsimile signatures on the checks;—which
prevides-the-first-of as the two required authorized signatures. The City Manager does the third review,

verification, and approval of his signature thus-providing-the-second-reguired-authorized-sighature. The
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City Manager gives the verified payroll records and signed checks back to the Finance Assistant for
filing. distribution-
Authorization & Approval (Control), Existence & Completeness (Assertion)

g) The Intermediate Accountant enters the sweep transfers in the General Ledger. The Finance
Assistant completes the benefits reports (such as health/life/disability and retirement) and then updates the
Payroll Module. Periodic Reports (Control), Completeness (Assertion)

Fixed Asset Module

a) Fixed Assets are entered into Caselle through the Asset Management Module by the
Intermediate Accountant using the steps checklist and procedures manual. Fixed Assets greater than
$5,000 and having a life greater than five (5) years are entered as Fixed Assets. Fixed Assets less than
$5,000 but greater than $500 are entered as inventory. The entries are numbered sequentially by
department. Policy (Control), Valuation & Allocation (Assertion)

b) The Accounting Technician | identifies purchases to be recorded as either a fixed asset or an
inventory item and copies the invoice packet (invoice & check stub) for the fixed asset or inventory file,
then fills out the Fixed Asset Acquisition Report (Capital Items $500 or Over) for entry into the Asset
Management System.

c) Department Heads notify the Intermediate Accountant when assets or inventory are transferred
or disposed of by filling out the Fixed Asset Disposition Report/Transfer form. The Intermediate
Accountant enters the fixed assets/inventory information into the Module assigning new/deleting
disposed/reassigning transferred assets as needed. Preparation/Segregation of Duties (Control),
Occurrence (Assertion)

d) New asset numbers are distributed to Department Heads to physically tag items that can be
tagged. Tags for disposed asset numbers are returned to the Intermediate Accountant and attached to the
Fixed Asset Disposition Report. Procedures (Control), Accuracy (Assertion)

e) The Intermediate Accountant maintains a spreadsheet tracking Construction in Progress and as
CIP projects are completed, works with the Deputy Finance Director and Finance Director to properly
record the Fixed Asset. Module Management (Control), Classification & Understandability (Assertion)

f) The Intermediate Accountant prints and reviews the acquisition reports and when completed
calculates Depreciation. The Deputy Finance Director works with the Intermediate Accountant reviewing
and verifying reports. The Intermediate Accountant updates the Fixed Assets Module and records the
Capital Assets in the General Ledger. The Deputy Finance Director reviews and verifies changes to the
Fixed Asset Module and General Ledger. The Finance Director reviews and verifies the changes to the
Fixed Assets Module and General Ledger. Financial Statements (Control), Accuracy & Valuation
(Assertion)

Improvement District Module

Payments for the Improvement District are entered into Caselle into the LID Workspace by the
Intermediate Accountant and the Accounting Technician | through the Cash Receipting Module. The
Intermediate Accountant maintains the Module and prepares the monthly billings by District using the
steps checklist and the procedures manual. The Deputy Finance Director reviews and verifies the billings
and the Intermediate Accountant mails them. The Intermediate Accountant updates the Improvement
District Module. The Deputy Finance Director reviews and reconciles Assessments Receivable in the
General Ledger. The Finance Director reviews and verifies the Assessments Receivable and the General
Ledger. Module Management (Control), Classification & Understandability (Assertion)
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Internal Controls
Segregation Of Duties
Efficiency & Timeliness
Preparation
Procedures
Signatures
Process
Limits

Organization Structure
Risk Management
Authorization
Approval
Council resolution
Policy

System Management

Posting & Summarization
Software security
Module management
Periodic reports
Financial statements
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Financial Statement Assertions

Transactions (For Period)
Occurrence

Accuracy

Classification
Completeness

Cutoff

Account Balances (Period End)
Existence

Completeness

Rights and obligations
Valuation and allocation

Presentation & Disclosure
Occurrence, rights, obligations
Classification and understandability
Completeness

Accuracy and valuation
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Banking — Authorization/Limits -1- Rev. 3-1-11

[ Resolution 07-18 }
|

Local Government Umpqua Bank
Investment Pool 1) State Pool Account
2

Investment Account ) Payroll Acct. 3) Checking Acct.

Insurance

ORS 293.701 & 295.011 Certificate of Participation
as needed

Banking — Authorization/Authority

[ Oregon State Treasury } [$250,000 Federal Deposit}

[Resolution 07-18}

[ Authorized ]

)

Authorized 1

Depositors J Signers
N ) ( )
Finance Mayor .
___ Director ) L J
( R ) ( .
City Manager Council ||
L ) . President
N ) ( R )
Designees City Manager |_|
(. J (. J
I
1 1 ( )
[ Intermediate 1 [Deputy Finance} Finance ||
Accountant Director . Director |
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Bank Transfer Funds -2 - Rev. 3-2-11

Finance
Director
Department
Policy
MODULES

Cash Accounts
Receipts Payable
ACCT TECH ACCT TECH

Payroll
Finance

Assistant

Bi-Monthly — Daily Entry

15th DRAW &
End of Month
Check Runs

(see CR
Procedure)
Daily Close GL

ACH sweeps

PR Direct funds from

Acct Rec CR

Deposit clearing the Umpqua
) ACCO:\"‘; State Pool to
(22 General Fund
Procedure)
Dep. Finance Close AR Dep. Finance Acct. Tech |
Director Mnthly Director Closes AP to
Reviews & Reconcile to Reviews, Verifies GL Weekly
Uploads GL Check register and uploads
Deposit with two ACCT TECH positive pay
days lead |
ACH sweeps funds Improvement Inter. Acct Intermediate
from the Umpqua District Closes ID
State Pool thru the Clearing Acct. Monthly — Accountant
General fund to (see ID Reconcile to completes
Payroll Fund Procedure) GL journal entries

for bank

sweeps, DFD
and FD verify

Finance Asst. Finance

Closes PR to GL Monthly, Asst.
uploads positive pay, Reviews,
provides ACH Verifies CR
transmittals to DFD for Deposits
BANK REC

payment, and issues
pavroll benefits checks

Dep. Finance Finance Dep. Finance Intermediate
Director Verifies Director verifies Director Acct takes
checks, transmittals Il reviews and CR Deposit to
for payroll benefits, payr_o verifies CR Bank

pays ACH payroll transmittals, Deposits
benefits, and verifies checks, ACH,
SREERS and sweeps

Intermediate
Acct completes
sweep journal

entries, DFD and
FD verify
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Cash Receipting Module -3- Rev. 7-8-09

Daily
Receipt

Entry

Steps Check
List &
Procedures
Manual

Accounting Finance Intermediate Deputy Finance
Tech | (AP) Assistant Accountant Finance Director
Director
| |
Close Credit Print, Take Review and Review and Review &
Card Review, File Deposit to Verify Verify Bank Verify CR
Machine Reports Bank Reports Deposit Reconciliation

to GL Monthly

Prepare
Bank
Deposit

Bank and
Credit Card
Spreadsheet

Close the
Cash Receipts
Module to GL
Daily

Agenda Item #7



Finance
Department

$500

Locked Draw/Vault

See Cash
Receipting “Daily
Reconciliation’

Petty Cash

Total City
$1,000

Rev. 3-15-10

Department
Policy

Finance
Director

Receipts
Required
City Memo 6/11/02

$40 max

Locked
Box/Cabinet

Police
$200

Reconciliation

Support Services Fire Chief
Supervisor Annual
Semi-annual Reconciliation

Department
Policy

Chief of Police

Receipts
Required

$40 max

$100

Locked
Box/Cabinet

Fire

Library
$200

Locked Draw/File
Cabinet

Department
Policy

Fire Chief

Receipts
Required

Office Manager
Quarterly
Reconciliation

Department
Policy

Library Director

Receipts
Required

$40 max

$40 max

Agenda Item #7



Collection Boxes -5- Rev. 3-15-10

Three (3)
Locked
Boxes
Finance Assistant
COLLECTION Another Emp!oyee
Accompanies
Initial Date/Time/
FORM
Give money & Form
to AP
Acct. Tech | (AP)
COUNT
| |
Fill out RV Form/FILE ENTER Cash
Receipts
| |
RV Inside of City Hall City Dock Moorage
Dump - at North Entrance
Front near Market 500 Central to Dock

Agenda Item #7



Bank Reconciliation & related
Monthly Journal Entries (JE) -6- Rev. 3-2-11

Finance
Assistant

Finance Director
reviews and verifies
all transfers and
journals

Deputy Finance
Director

Manual Cash
Disburse. JE's

Intermediate Acct
Manual Cash
Receipt JE's

Local Govt.
Invest. Pool

Transfer fr LGIP to
Umpqua State Pool
UR — Property Fees Fees
Taxes
OECDD

Interest Umpqua Bank sweep
funds from Umpqua
State Pool through

General Account

City - Property
Taxes

Cigarette Tax

Bond Payments — By
check

State Hwy Tax Ocean Blvd.

Waterboard Water 2003

Liquor Tax

Revenue Sharing Urban Renewal
Emp
9-1-1 Tax Payroll Benefits — Umpqua
Online
All other LGIP PERS
funds received
Federal Taxes

Def. Comp
ING, Nationwide,
Citistreet, ICMA

HSA, FSA, Asi-flex

YIG0ER 7

i1

Child Support
Volunteer FF

Payroll Benefits -
by check
Garnishments,
Fortis/Assurant

AFSCME Dues,
Fitness Clubs,

ACI AC

Monthly Bank Intermediate Accountant —
Reconciliation Payroll Month

I
RecoAmamJa ltem #7




Accounts Payable — Purchase Authorization -7- Rev. 7-7-09
(A
Resolution
08-02
—_
| P \ |
$0 - $2,001 - $5,001 — $10,001 Over
$2,000 $5,000 $10,000 - $25,000 $25,000
& J
Direct ( Phone ) ( Written ) Written ) Formal )
Purchase or | | Quotes L Quotes L Quotes L Bids L
Field PO

\ J & J & J J J

e )

Zero (0) ( Three (3) ) ( Three (3) ) Three (3) ) )
Quotes - Quotes - Quotes - Quotes - N/A -

\ J & J & J J J
Authorized (" Authorized ) (" Authorized ) (" Authorized ) (" Authorized )
Employees [l Employees || Employees || Employees || Employees ||

\ J & J & J & J & J

(o X

Department (Departmen'? (Department\ (Dept. Head ) City
Policy  ju Head - Head - & City o Council  jud
Manager
\ J & J & J & J & J

G:\Finance\Common\SAS 112\FYE 13-14 Updated Full Versions\12 AP Chart - Purchasing Procedures Page 7
070709.doc
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Credit Card — Authorizations/Limit -8-

Rev. 7-7-09

Resolution
08-04

Limit $30,000

Official
Representatives

[ Aggregate w
)

 anager ——

Finance
Director

Finance

Department

City
Manager

Public Works
Department

Library

-
Depament -
S,

Department

Coos Bay North
Bend Visitors and
C

onventions Bureau

Community
Development
Department

_

{
{
{ Poiice
{

Agenda Item #7



Accounts Payable - Mail -9- Rev. 3-15-10

Daily Invoices

[Intermediate Accountant]

Sort Mall & DiStI’ibute in Pu” Window Enve'opesl
Copy Room as Interoffice Invoices, and checks to Finance
Mail (except business license and

accident report requests which
are forwarded to Public Works
and the Police Department,
respectively)

Accounting
Technician |
( Places postage on the )
daily mail
& J
(* Invoices rec’vd through ) Invoices rec’vd directly
the Mail from the Depts.
- J L

Agenda Item #7



Accounts Payable Module
— Invoice Preparation -10- Rev. 8-4-09

Prepare
Invoices

Accounting )
Technician IJ

Match Invoice to ) ( Invoices are returned
STAMP-CODED from the Departments
Packing Slip J L coded for payment
File STAMP-CODED Reviews & Resends
Invoices for Entry to Depts. If —

necessary )

(File STAMP-CODED)
Invoices for Entry e

. /

STAMP-CODED ENTER Prepared
Invoices INVOICES

Check

Authorization
\ J

(Write VENDOR))

# on Invoice
\ J

(Write Payment\

Date on Invoice
\ J

File by
Payment Date

Pull Current
Payment Date

Agenda Item #7



Accounts Payable — Monthly Process -11- Rev. 4-13-10
Acct.
Tech. |
AP Steps Maintains
Check List vendor
and records
Procedures
Manual
| |
Enter Select City Deputy
Prepared Invoices for Manager Finance
Invoices Payment by Revie%v, Dgi?]c:;r%: '
Date Approve Director
Checks maintain

vendor records

| |
Create Print Deputy Attach Check Finance
Recurring Checks Finance Stub/ Invoice Director
Invoices Director Review,
Review, and Approve
Verify Checks

Review, Review, Print
Verify & Verify & Check
Balance Balance -
Invoice Cash Report Register

Register

Request
Funds,

Verification,
and reviews
journal entry

Select
Invoices to
be paid

Finance

Director
Reviews &
Verifies

Deputy
Finance
Director

Reviews &

Verifies

Acct. Tech |
Mails checks,
files invoices,
closes AP to

GL

Agenda Item #7



Accounts Receivable — Process

-12 -

Maintains

Accounts
Receivable
Module and

Rev. 7-20-09

Acct.
Tech |
AP

Finance
Director
Reviews &

verifies

Updates GL

Entries

Steps Check
List &

Procedures
Manual

Payment
Entry -CR
Module -
as received

Update
thru Cash
Rcpts

Review &
Balance
AR Module

Monthly

Compute
Penalty
Monthly

Transient
Tax
send
Quarterly
Letters/
Reports

Create D_eputy D_eputy Copy to
Recurring Finance Finance Finance
i A Director Director .
Mgr!liily lransientiax Relviews & Relviews & DIECto)
Verifies Verifies

Deputy
Finance
Director
Review,

JE's as
needed

Verify, make

Intermediate
Accountant enters
the journal entries

Print
Invoices
Monthly

Review &
Balance
Invoice
Register
Monthly

Deputy
Finance
Director
Reviews

and

Verifies

Invoices

Review &
Balance
Transient
Room Monies

Finance
Director
Reviews &
Verifies

Finance
Director

Periodically
Audits
Transient
Rents

G:\Finance\Common\SAS 112\FYE 13-14 Updated Full Versions\17 AR Monthly Process Page 12 7-20-09.doc
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Payroll — Authority/Authorizations -13- Rev. 7-20-09
Councill
Adopted Union
Budget Contracts

[Two Check Signers}

City Manager
CHECK SIGNER

[ Mayor (alternate)

Finance Director
CHECK SIGNER

Council President (alternate)}

|

Payroll Process
Monthly with DRAW

|

Deputy Finance
Director (verification)

|

[ Finance Assistant }

Agenda ltem #7



Payroll — Changes/Authorizations -14 - Rev. 7-7-09

[Finance Assistant}

[ Administration ]

Personnel Actions Form J

Department Head] ( Annual
] | Evaluations
1 1
Personnel & Admin. Union Contracts Department Head and
Directives Employee

City Manager Comments
& Initials

Manager. & Employee

[ Signed by Dept Head, City

FINANCE |
Adopted Budget J

Wage and Benefit
Changes
Approved by
Finance Director

Dep. Finance Director
verifies to personnel action
form through the payroll
process

[ EMPLOYEES |

J

N (
[ W-4 DRAW }
J (&
) 4
Deferred Compensation Voluntary & Mandatory
Deductions
J (&

Signed off by
Employee J

Agenda Item #7



Payroll Module —

Draw Process -15- Rev. 3-15-10
Finance
Assistant
Payroll Steps Maintain
Check List & Employees
Procedures Manual
| |
Compute Draw Compute Benefits DRAW DRAW Change
Checks Checks Request Change

Copies of bank
sweep journal entries
to DFD and Fin.

Create Direct
Deposit File

Distribute DRAW
Checks on 15th

* Dep. Fin. Director
Uploads file to bank
(2 days lead) -
Signed off, reviews

journal entries

Print Payroll
Checks, verified

by DFD and
Finance Director

Intermediate
Accountant completes
journal entries for bank
sweep

Director to verify

*signed off (reviewed and verified)F:\SAS112 7-2-08\Organizational Charts\Payroll Draw Process.doc

Finance Assistant
Updates Pay Period,
uploads positive pay, and

updates GL

Agenda Item #7



Payroll Module —
Monthly Process

-16 -

Payroll steps
Check List &
Procedures Manual

Rev. 3-15-10

Finance
Assistant

Maintain
Employee

Records

Timecards
20™ of month

| | | |
CACCrualj. e Checks Creates Direct Prepares ACH
ompute . Deposit File and transmittals and
Checked Printed P

prepares journal
entries

Signed by Pay date is last
Employee/ Dept. workday of the
Head month

Copy to
Finance Dir.
Review & Verify

Verified Copy
to Dept. Head

Register - Dep.
Fin. Dir. - Review
& Verify

Register, ACH, and
Transmittals - Dep.

Fin. Dir. -
Review & Verify

DATA Entry
Computed &
Checked

Benefits
Computed &
Checked

Intermediate

Acct. completes

bank sweep

journal entries

Review/Verify
Deputy Finance
Director

Uploads direct deposit file

to bank (2 day lead), pays

ACH, verifies journal
entries

Review/Verify
Finance Director

Print Payroll
Checks

Finance Dir.

signatures

Distribute Payroll
Checks EOM

prints payroll
benefit checks

City Manager &

Facsimile check

Finance Director
signs
Transfers and

journal entries

Updates Pay Period,
GL, and uploads to
positive pay

Agenda Item #7



Fixed Assets & Inventory, Monthly &

Year-End Process

Pull Construction
in Progress
Invoices -
Spreadsheet

Update Fixed
Asset Module
and General

Ledger

Completed CIP
Assigned Asset
Numbers

-17 -

Rev. 3-15-10

Intermediate Acct

Fixed Asset Maintain
Steps Check Asset

List & Records
Procedures

Setup New

Assets

Calculate
Depreciation —

Dispose of
Assets - sold,

worn or Year End

destroyed

Review 4 Review N Transfer ) 4 Transfer ) ( Checkout )
Invoices Invoices Assets Inventory Files
>/=$5,000 & ™™ <$5,000 & between ™™  between -
Life>5 yrs. Life <5 yrs. Departments Departments
(& VRN / (& J & J

( Copy Invoices N

(Dept. Head\ (Dept. Head ) ( Correct & )

Deputy Finance Director
reviews and verifies
Fixed Asset Module and
General Ledger

G:\Finance\Common\SAS 112\FYE 13-14 Updated Hul

Finance Director
verifies Fixed Asset

General Ledger

Acquisition Form

(Assign Asset #'s\ Assign Inventory

by Dept. & #s. by Dept. &
running - Sequence

Sequence (same)
(same)

Print &
Review
Acquisition

Report

Deputy
Finance
Director
Verifies

Finance
Director

verifies

b
reviews and

anld Enter into Fixed Asset Sign off on Recalculate as
ey Disposition/ Disposition/ necessary
Acquisition Form IS (Ram Transfer
. J - J . J
(Print & Review) (" pPrintand ) 4 Deputy 4 Finance
Disposition Review Finance Director
Report Depreciation P 3
! Schedule D{/fe_gtor Reviews and
\_ J U ) erties verifies
Delete Deputy (Print Asset h
Dispose Finance || Verification
Assets Director Report
Verifies
. J
( print. )
Update Print
General Depreciation
Ledger ™ Schedule
— J
Copyéljvociches & Checkout Files and
put in Fixe sset
ey perform Year
With FA End Update

jxed Assets & Inventory & Year End Processes
Management - Process 3-15-10 Page 17.doc
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Improvement District — Process -18- Rev. 7-20-09

Intermediate
Accountant

Maintain
Districts

Deputy
Finance
Director
Review,
Verify GL

Finance
Director
review,
verify
module
and
General
Ledger

Improv Dist.
Step Check
List &
Procedure
Manual

1 |
Billing Interest Late Fees
Entry and
Principal
Update Data Pymt Create Adjust Period By District Print
from Cash Entry Billings Billings Billings Date Register
Rcpts by District
Date
Print Print Print
Register BILLS Register
Dep. Fin. Acct Tech |
Dir. Mails
Review,
Verifies

Updates
Module to GL

G:\Finance\Common\SAS 112\FYE 13-14 Updated Full Versions\23 Improvement District - Process Page 18 7-20-09.doc
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Internal Controls

-19 -

Rev. 7-20-09

Internal Controls

Compliance with Assertions

Segregation of Duties w
Efficiency & Timeliness
Transactions (For Period) J
PREPARATION PROCESS
Occurrence Completeness
s A
PROCEDURES ( LIMITS
Accuracy Cutoff
N\ J L
( SIGNATURES h
Classification
N\ J
Organizational Structure w
Risk Management
Account Balances (Period End) J
( AUTHORIZATION h ( COUNCIL RESOLUTION )
Existence Rights & Obligations
N\ J N J
( APPROVAL h ( POLICY h
Completeness Valuation & Allocation
N\ J | J
System Management
Posting & Summarization
Presentation & Disclosure )
e B s B
SOFTWARE SECURITY PERIODIC REPORTS
Occurrence & Completeness
Rights & Obligations
N J N\ J
e B e B
MODULE MANAGEMENT FINANCIAL STATEMENTS
Classification & Understandability Accuracy & Valuation
N J N\ J

Agenda ltem #7



Assertions

-20-

Rev. 7-20-09

[ Assertions }

Transactions
(For Period) J

[ Occurrence

Accuracy

Classification

Completeness }

{ Cut Off }

Account Balances W
(Period End) J

Existence

Completeness

[ Rights & Obligations )

G J

(Valuation & AIIocation\

S J

Presentation &
Disclosure

Occurrence &

Completeness

Rights & Obligations
& J

Classification &

- J

rAccuracy & Valuation)

Understandability

& J

- J
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