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MEETING MINUTES

Internal Audit Oversight Committee

Wednesday, October 9, 2024
2:00 p.m. to 3:00 p.m.

Virtual meeting
I Minh Dan [1 Jeff Gibbs, [X WildaParks, [ Tootie Smith, [ Ben West, Vice- [X Gary X Jane Vetto,
Vuong, IAOC Community Community Chair of Board chair of Board Schmidt, County
Chairr, Member Member of County of County County Counsel
Community Commissioners Commissioners Administrator
Member
¥ Brian Nava, X Jodi B4 Kathy Xl Dylan Blaylock, D{ Catherine
County Cochran, Yeung, Senior McMullen,
Treasurer County Senior Community County Clerk
(Non-voting) Internal Internal Relations
Auditor Auditor Specialist, PGA
Issue Presenter/ Staff Issue Description Decision/Action/Assignments
Contact
Welcome and Chair Minh Dan Chair Minh Dan Vuong opened the meeting and welcomed the None
Introductions YVuong Internal Audit Oversight Committee members.

Jodi Cochran performed a roll call. It was noted a committee quorum
was present. Commissioner West, absent during roll call, joined later
in the meeting after the Committee actions.

Internal Audit Oversight Committee
Meeting Minutes — October 9, 2024
Page 10f 3

Page 2 of 107



Issue

Presenter/ Staff
Contact

Issue Description

Decision/Action/Assignments

It was announced that the meeting is a public meeting and is
accessible via ZOOM to any member of the community who would
like to observe. Public comment will not be taken during the meetings
but can be emailed to OCIA@Clackamas.us.

Status Update:
Elections Ballot
Security —
Updated
Processes for
Ballot Security

Kathy Yeung,
Senior Internal
Auditor

Clackamas
County Clerk
McMullen

Kathy Yeung presented the Status Update: Election Ballot Security —
Updated Processes for Ballot Security engagement results.
Clackamas County Clerk Catherine McMullen was present to provide
additional insight. The presentation addressed why the status update
engagement was important, what was observed, and the status of the
recommendations.

Informational — solicit
feedback

Meeting minutes:

June 12, 2024
August 21, 2024

Chair Minh Dan
YVuong

The draft June 12, 2024, and the draft August 21, 2024, Internal Audit
Oversight Committee meeting minutes were presented.

Wilda Parks moved to adopt the June 12, 2024, draft minutes as
written. Gary Schmidt seconded the motion. The motion was
approved unanimously with votes from Minh Dan Vuong, Wilda
Parks, Gary Schmidt, and Jane Vetto.

Wilda Parks moved to adopt the August 21, 2024, draft minutes as
written. Gary Schmidt seconded the motion. Minh Dan Vuong, Wilda
Parks, Gary Schmidt, and Jane Vetto voted yes. The minutes were
approved unanimously and adopted as written.

June 12, 2024, minutes
approved as written.

August 21, 2024, minutes
approved as written.

Quarterly status
updates:
FY25 Audit Plan

Quality
Assurance &

Jodi Cochran,
County Internal
Auditor

Jodi Cochran presented the FY25 Audit Plan status update, providing
a status update of audits and good government hotline calls as of
October 9, 2024.

The Quality Assurance and Improvement Program status report was
provided. Review of the report at the committee meeting is based on
availability of time, and the report is typically provided at a high level.

Informational — solicit
feedback

Internal Audit Oversight Committee
Meeting Minutes — October 9, 2024
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Issue

Presenter/ Staff
Contact

Issue Description

Decision/Action/Assignments

Improvement
Program

To provide context for the Quality Assurance and Improvement
Program Quarterly Status update, a brief overview of auditing
professional standards was presented.

The Office of County Internal Audit complies with the Institute of
Internal Auditors’ Global Internal Audit Standards and is also
informed by the United States Governmental Accountability Office’s
Government Auditing Standards. These are commonly referred to as
the Red Book and Yellow Book, respectively.

The quarterly Quality Assurance and Improvement Program status
report assists in monitoring the activities of the office, progress
toward its strategic goals and its compliance with professional
standards.

Public Meeting
Law

Jodi Cochran,
County Internal
Auditor

Jodi presented a high-level summary of the public meeting law,
including discussion about public notices, quorums, and awareness
of compliance with recent legislation changes.

Informational — Provide
overview of recently updated
Public Meeting Law

Round Table All No additional comments made.
Meeting Chair Minh Dan With no additional comments from the Committee, the meeting
adjournment Vuong adjourned at 2:30 p.m.

Next scheduled meetings:

Wednesday, January 15, 2025
2:00 p.m. to 3:00 p.m.
Location: TBD

Submitted by: Kathy Yeung
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International
Professional Practices
Framework®

(I PP F)

External Quality

Assessment:

The Office of County Internal Audit applies
global professional standards and brings value
to the county

Report by the Office of County Internal Audit
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Why the engagement is important

Auditors get audited!

» The Office of County Internal Audit is committed to
quality and effective internal auditing - and
modeling a culture of continuous improvement

Office of County Internal

» The Institute of Internal Auditors requires an Audit Exemal Qualty
external quality assessment every five years

For the period of
Jan. 2020 to Dec. 2024

» The Office of County Internal Audit has been out of
compliance with this requirement

» Beginning January 2025, newly revised Global
Internal Audit Standards became effective

A Repert by the County Interal Auditor

> Jodi Cochean, CPA, CIA, CGMA, CRMA
County Intemst Auditoe

Kathry Yeung, CPA
Sanior ¥
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What was done

Independent validation of our self-assessment by an external team

» The Office was assessed based on 52 attribute and

performance standards e oo s .......:..,.... "o o

2010 Planning O *]

» The review covered the five-year period after the oo e oo : 2 2

2019 self-assessment (January 2020 to December BO_Pots and ocedrve 3 o 9

2024) 2060 Rsparting 1o Sanior Managemant nd the Board ® Lo} 0

_ ' T o °

» A three-tiered scale was applied - Generally Lo ves e 0 0

conforms is the highest rating e raunen s 2 ]

. 2900  Engagement Planning [ 3 O 0

» The external assessment team consisted of three 201 g conmcentons 3 o 0
. . - 2210 Engagement Objectives.

independent auditors, from three different state 70 e Sepe e o o

. . . 27230  Engagement Resource Allocation O Q

agencies, collectively representing the State of P — ° o o

Oregon Chief Audit Executive Council. T . s .

2320 nalysis and Evaluation [ O 0

2330 Documenting Information [ 3 O Q

International
Professional Practices
Framework®

(IPPF)
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What was found
We passed! 43-8-1!

M. » What is working

» The risk assessment process includes a comprehensive
audit universe, input from a variety of partners and a
detailed, transparent methodology

» The Governance, Risk Management and Control Assessment
is detailed, thorough and adds value

» What is creating barriers/challenges

» An external quality assessment has not been performed in
over five years

» The organizational structure can be perceived as lacking
organizational independence

Page 9 of 107



What was recommended

Five recommendations - Two address conformance gaps and opportunities
to enhance independence and demonstrated value

Obtain an external quality assessment every five years

Elevate the governance structure to reinforce
organizational independence and professionalism
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What was recommended

Five recommendations - Three elevate the Office of County Internal
Audit’s performance through continuous improvement

Enhance the Office of County Internal Audit long-term
strategic plan

Develop tools to support communication with internal
and external partners and interested parties

Expand and revise the Office of County Internal Audit
policies and procedures manual
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What is Being Done

We agree with all recommendations. Strategies to address conformance gaps
will be discussed with the Oversight Committee no later than October 2025.

The results of the next external quality assessment
will be reported by December 2030.

The Oversight Committee will receive the results
of an internal self-assessment no later than
January 2029.

Functional and administrative oversight roles and
responsibilities will be clearly defined and
documented.

Formal review by the Oversight Committee of
organizational independence, and any perceived
impairments, will be documented annually.

The Internal Audit Oversight Committee will discuss
the benefits and obstacles of restructuring the
committee to a five-member committee.

7
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What is Being Done

All recommendations and associated actionable items will be strategically
addressed through target goals and milestones over the next five years.

» The FY26 - FY30 Strategic Plan will be presented to
the Oversight Committee by March 2026 and
reviewed annually. The Quality Assurance and
Improvement Plan status updates will continue to be
provided to the Committee quarterly

Communication checklists will be developed,
dashboards will be created, and all published data will
be reviewed for consistency in terms, messaging and
compliance with standards. Work will begin January
2026.

Resources will be allocated to update Office policies t_o---“"-;l"

incorporate standard practices and templates already i
place, as well as reflect the new Global Internal Audi
Standards. Work will begin by January 2026.
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What is Being Done

Continually improve and keep doing great work!

GLOBAL GUIDANG,

Internal Audit
Standards™
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Office of County Internal
Audit External Quality
Assessment

For the period of

Jan. 2020 to Dec. 2024

A Report by the Office of County Internal Audit

Jodi Cochran, CPA, CIA, CGMA, CRMA
County Internal Auditor

Kathy Yeung, CPA, CIA
Senior Internal Auditor
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Translation Notice

The Office of County Internal Audit is committed to providing meaningful access to users of the report. For accommodations, translations, or
additional information, please contact us via email at ocia@clackamas.us or via phone at 503-742-5983.

La Oficina de Auditoria Interna del se compromete a brindar un acceso significativo a los usuarios del informe. Para obtener adaptaciones,
traducciones o informacidn adicional, contactenos por correo electrénico a ocia@clackamas.us o por teléfono al
503-742-5983.

SEARETHAERNTRHERENAF ZHE R XEHEINER. 5 XEFHHAME R, 5B D B FBHF ocia@clackamas.us 5¢#&$] 503-742-5983 5
BIER,

OMhUC OKPYXKHOTO BHYTPEHHErO ayiMTa CTPEMWUTCA K NPefoCcTaBNeHUIO peanbHOro 4ocTyna Nofb30BaTenam oTdeTa. [ns yenyr no pasMmelleHunio
¥ NepeBofy, a TaKKe 3a AONOJIHUTENBHO ! MHDOPMAaLMeit Bbl MOXETE CBA3ATbCA C© HAMM MO 3MEKTPOHHOM NodTe ocia@clackamas.us unu
TenedoHy 503-742-5983.

Van phong Kiém todn Noi bd Hat cam ké&t cung cdp phuong tién phi hop dé ngudi diing tiép can bao cdo. DEé biét thém théng tin vé, dich thuat, hodc
cac théng tin khac, vui long lién hé ching t6i qua email ocia@clackamas.us hodc sé dién thoai 503-742-5983,

YNpaeniHHA BHYTPILHbOrO KOHTPOMK OKPYry nparde sabesneduTn NOBHOUIHHWIA JOCTYN A0 3BIiTY ANA ocif, AKi 38epTaloTbCA 3a HUM. 3 NUTaHb
UOA0 PO3MIlleHHA, Nepeknaais abo oTpUMaHHA JoaaTkosol iHdopmMauil, 6yab nacka, HaNWLITE HAM Ha eNeKTPoHHY NowTy ocia@clackamas.us
abo zaTenedoHyinTe 3a HoMepom 503-742-5983.

To request this report in large print or to receive descriptive text and narratives for all visuals and graphs in this report, please contact us via email at
ocia(@clackamas.us or via phone at 503-742-5983.
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The Clackamas County Office of Internal Audit generally conforms: to the Institute of
Internal Auditor’s (IIA) International Standards for the Professional Practice of Internal
Auditing (Standards) and Code of Ethicsz With a lens of continuous improvement,
opportunities to continue elevating the function beyond compliance and to improve
performance, effectiveness, and value to the county are identified.

The Clackamas County Office of County Internal Audit (Office) participated in an external quality assessment to evaluate the Office’s conformance
with the IIA's Standards and Code of Ethics; to assess the Office’s effectiveness in carrying out its mission; and to identify opportunities to enhance
management and work processes, as well as to add value to the county.

To maintain compliance with professional standards and to model the leading best practices, it is recommended the Office of County Internal Audit
strategically allocate resources to:

+  Obtain external quality assessments every five years

+ Elevate the governance structure to reinforce organizational independence and professionalism

+ Enhance the Office of County Internal Audit long-term strategic plan

+  Develop tools to support communication with internal and external partners and interested parties

+  Expand and revise the Office of County Internal Audit policies and procedures manual

Management response

The Office of County Internal Audit is committed to continuous improvement and will strategically allocate resources to address the identified
opportunities for future growth and program development. A copy of this report has been provided to the Internal Audit Oversight Committee and
is available online.

1 “Generally conforms” is the best possible rating in assessment scale established by lIA's Quality Assessment Manual for the Internal Audit Activity.

See Exhibit C
2 lIA, International Professional Practices Framework. 2017, Standards. Code of Ethics
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Assessment Scale

Generally Conforms
Standards are met in all
material respects with
opportunities for improvement

Partially Conforms

Good faith efforts to meet
standards with significant
opportunities for improvement

Does Not Conform

Lack of awareness or good
faith effort to meet standards
with significant deficiencies

Quality Assessment Review

The International Standards for the Professional Practice of Internal Auditing require an
external quality assessment of an internal audit activity be conducted at least once every
five years by a qualified, independent assessor from outside the organization. The quality
assessment can be accomplished through a full external assessment or a self-assessment
with independent validation.

In December 2024, the Clackamas County Office of County Internal Audit conducted a
self-assessment of its internal audit activity. The State of Oregon Chief Audit Executive
Council was selected as the qualified, independent external assessment team to validate
the self-assessment.

IIA Professional Standards

For the period of the assessment, the Office of County Internal Audit was guided by, and strove
to adhere to, the 2017 revision of the lIA Standards. These Standards are a set of internationally
recognized, principle-based, mandatory requirements. These requirements consist of statements
of core elements for the professional practice of internal auditing and for evaluating the
effectiveness of performance at organizational and individual levels. Nineteen attribute
standards focus on the quality of the internal audit function. Thirty-three performance standards
focus on the quality of the internal audit service provided. Conformance to these Standards was
evaluated and assessed using a three-level scale: generally conforms, partially conforms, and
does not conform?. The evaluation summary for all Standards is included in Exhibit B.

In January 2025, newly revised IIA Standards became effective. The lIA's Global Internal Audit
Standards® are now designed around 15 guiding principles. The essence of the Standards
remains to enable quality and effective internal auditing. Future quality assessments will be
measured against the new Global Internal Audit Standards.

3 Assessment scale established by llA’'s Quality Assessment Manual for the Internal Audit Activity. See
Exhibit C, Rating Definitions, for established llA language and criteria
4 1A Global Internal Audit Standards
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History of the Office of County Internal Audit

Established in December 2014, the Clackamas County internal audit function was designed as a two-year pilot program with an independent internal
auditor position. Brian Nava was the first county internal auditor hired in August 2015. A dual-reporting structure was utilized in which the county
internal auditor reported administratively to the county treasurer and functionally to the Internal Audit Oversight Committee consisting of a county
commissioner, the county administrator, county counsel, and the county treasurer.

In May 2019, Jodi Cochran was appointed as the county internal auditor. Jodi conducted the Office’s first self-assessment for the period August
2015 through December 2019. Recommendations were provided to the Internal Audit Oversight Committee and were used in establishing the first
internal audit strategic plan. In June 2020, the County Code was amended to add Chapter 2.15, County Internal Auditor®. The composition of the
Internal Audit Oversight Committee was revised in County Code 2.15.080 to be comprised of seven members: three members of the community,
board of county commissioners chair, board of county commissioners vice chair, county administrator, county counsel, and the county treasurer as
a non-voting member. The independence of the Office of County Internal Audit continues to be supported by a dual-reporting structure. The Office
strives to provide value-added, professional advisory and assurance services to the county, its residents, partners, and interested parties. With
assurance, insight, and objectivity, these services support the county’s transparent, accountable, and informed decision-making opportunities. A
systematic evaluation of the Office of County Internal Audit’s performance against professional standards identifies opportunities for continuous
improvement in this service delivery.

5 Clackamas County Code Chapter 2.15: County Internal Auditor

August 2015 January 2019 January 2020 July 2021
Brian Nava hired as the County internal auditor A self-assessment was Kathy Yeung hired as the
county internal auditor position vacant conducted for the period senior Internal auditor

Aug. 2015 through Dec. 2019

December 2014 November 2018 May 2019 June 2020 January 2025
Internal audit function Brian Nava elected as Jodi Cochran County Code was amended An external quality
established as a two-year the county treasurer appointed as the to add Chapter 2.15, assessment was conducted
pilot program county internal auditor County Internal Auditor for the period Jan. 2020

through Dec. 2024
8
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Standard 1000

Purpose, Authority,
and Responsibility

Standard 1200

Proficiency and
Due Professional Care

Standard 2000
Managing the Internal Audit Activity

Standard 2010

Planning

Standard 2240

Engagement Work Program

Quality Assessment Review

The Clackamas County Office of Internal Audit generally conforms to the Institute of Internal
Auditor's International Standards for the Professional Practice of Internal Auditing and Code of
Ethics. The Office was assessed based on 52 attribute and performance standards. Successful
internal audit practices have been established and implemented. These demonstrated practices
support both the function and the county. Overall implementation success does not limit the
opportunities for enhanced and elevated practices. Continuing and refining these demonstrated
practices will further model the expectations of the professional standards.

Successful Internal Audit practices
Key internal audit practices successfully implement Standards 1000, 1200, 2000, 2010, and
2240, among others.

Standard 1000

Standard 1000, Purpose, Authority, and Responsibility is about how the Office’s purpose,
authority, and responsibility is defined. The Office has established the Office of County Internal
Audit Charter® and the Internal Audit Oversight Committee Charter”. Both charters are reviewed
and approved by the committee every two years.

Standard 1200

Standard 1200, Proficiency and Due Professional Care requires engagements to be performed
with proficiency and due professional care. County Internal Auditor Jodi Cochran is an
accomplished professional, achieving and maintaining the Certified Public Accountant (CPA),
Certified Internal Auditor (CIA), Chartered Global Management Accountant (CGMA), and
Certification in Risk Management Assurance (CRMA) certifications. Senior Internal Auditor
Kathy Yeung has achieved and maintains the Certified Public Accountant (CPA) and Certified
Internal Auditor (CIA) certifications. Both internal auditors show intentional effort given to
continued personal and professional growth.

6 Office of County Internal Audit Charter

7 Internal Audit Oversight Committee Charter

10
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Standard 2000

Standard 2000, Managing the Internal Audit Activity, requires the Office to consider county
strategies, objectives and risks, and objectively provide assurance. The Governance, Risk
Management, and Control Assessment, a report authored by the county internal auditor,

is detailed, thorough, and adds value in improving county governance, risk management,
and control.

Standard 2010

Standard 2010, Planning, is about establishing a risk-based plan that determines internal
audit priorities consistent with the organization’s goals. In developing the annual audit plan,
the risk assessment process includes a comprehensive audit universe, input from a variety of
stakeholders, and a detailed and transparent methodology.

Standard 2240

Standard 2240, Engagement Work Program requires internal auditors to develop and document
work programs that achieve the engagement objectives. The Office uses work program
templates for assurance and advisory engagements. These templates help establish quality,
consistency, and compliance with the Standards.

Compliance and continuous improvement opportunities
Opportunities to elevate the function beyond compliance and to enhance performance,
effectiveness, and value to the county have been identified.

Compliance

Out of the 52 standards evaluated, one standard received a “does not conform” opinion and
eight standards received “partially conforms” opinions. Six of the assessments were directly
impacted by the timing of this external quality assessment. While actions can be taken by the
Office of County Internal Audit to improve these assessments, the nine individual observations
were not significant enough to lower the Office’s overall assessment from the highest rating of
“generally conforms.”

11
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The Office of County Internal Audit should prioritize efforts to improve compliance with the old
Standards 1010, 1110, 1300s, and 2431, if applicable relative to the new IIA Global Internal Audit
Standards effective on January 9, 2025.

Standard 1010

Standard 1010, Recognizing Mandatory Guidance in the Internal Audit Charter, is about how

the mandatory elements of the Internal Professional Practices Framework are recognized

in the internal audit charter. The Office of County Internal Audit charter, and other governing
documents, address the Standards and the Code of Ethics by reference only and do not include
specific language addressing individual elements. The Office should ensure its governing
documents, charters and county code include all mandatory language established in the new lIA
Global Internal Audit Standards.

Standard 1110

Standard 1110, Organizational Independence, is about how threats to independence are
managed by the county internal auditor and how such interference, real or perceived, is
disclosed and addressed. The county internal auditor reports administratively to the county
treasurer, which is a county function subject to audit. This administrative reporting relationship
could compromise independence. The Office should ensure the organizational independence is
intentionally reviewed and discussed with the Internal Audit Oversight Committee. In a
dual-reporting structure, the effectiveness of mitigating elements should be assessed annually.

Standard 1311

Standard 1311, Internal Assessment, requires ongoing monitoring of the performance of the
internal audit activity and periodic assessments. Since the appointment of the county internal
auditor in 2019, only one internal assessment was conducted for the period August 2015
through August 2019. Additionally, the conformance with the Code of Ethics was not included in
the periodic assessment.

Standard 1312

Standard 1312, External Assessment, requires an external assessment to be conducted at
least once every five years. The county internal audit function was piloted nearly 10 years ago
and formally established in County Code in 2020. This is the first external quality assessment

12
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to be performed. An external assessment supports the ability for an efficient and effective
internal audit function, and impacts the conformance of:

+ Standard 1300, Quality Assurance and Improvement Program
+ Standard 1310, Requirements of the Quality Assurance and Improvement Program
« Standard 1320, Reporting on the Quality Assurance and Improvement Program

+ Standard 1322, Disclosure of Nonconformance

Standard 2431

Standard 2431, Engagement Disclosure of Nonconformance requires disclosure of the standard
or conduct in which there wasn't full conformance, the reason for the nonconformance, and
impact of nonconformance on the engagement and the communicated engagement results.

As this is the first external quality assessment, the Office of County Internal Audit has qualified
the use of the Standards report language to state the Office “does not fully conform to the
Standards to the extent the Office has not yet received an external review.” The statement

did not address the reason or impact of this nonconformance. This 2024 quality assessment
will satisfy the activity requirement and will facilitate removal of the qualifying language in

all audit reports.

The Office of County Internal Audit should ensure it obtains its next external quality assessment
by 2030.

Continuous improvement

IIA Standards ensure that the internal audit function is continuously improving and conforming
to the highest professional standards. Areas exist for the Office of County Internal Audit to
demonstrate this intent.

Updating governance documents and processes
The Office of County Internal Audit Charter, Internal Audit Oversight Committee Charter, and

County Code Chapter 2.15 are key governing documents for the Office and highlight the dual-
reporting structure that promotes the independence and objectivity of Office. Opportunities

13
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exist to clarify and enhance the language in these documents such as roles and responsibilities,
reporting structure, and references to specific elements of the International Professional
Practices Framework.

Formalizing a long-term strategic plan

Formalizing and utilizing a five-year strategic plan with revised performance metrics will
support ongoing monitoring activities. While an annual audit plan is published to support
short-term goals and upcoming audits, publishing a long-term strategic plan will support the
Office’'s mission and vision, uphold professional audit standards, and define critical success
factors. Other areas to be included in the strategic plan are acquiring additional skillsets and
proficiencies, developing certification requirements, and enhancing Office communications
and outreach.

Developing tools to support communication with internal and external partners and
interested parties

Opportunities exist to enhance the level of detail included in items such as Internal Audit
Oversight Committee meeting minutes to demonstrate conformance with auditing standards.
Consistency of documentation supports the ability to look at any Office document and

expect the same messaging and statement. One example is to ensure the mission and vision
statements are consistent in the Office of County Internal Audit Charter, audit reports, strategic
plans, and more. The compilation of documentation supports the Office’s ability to create a
communication checklist with standard required elements to report to partners and interested
parties such as the Internal Audit Oversight Committee, Board of County Commissioners,
leadership teams, and more.

Expanding and revising the internal audit policies and procedures manual

The Office should update its policies and procedures manual to reflect enhanced practices,
performance expectations, and updates to align with new Global Internal Audit Standards. The
manual should include references to existing templates that promote quality, consistency, and
compliance with the Standards. As the Office provides investigative services and manages the
county’s Good Government Hotline, the policies and procedures manual should be updated to
support these activities.

14
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IV. Objectives, Scope
and Methodology
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Objectives

The objectives of this quality assessment were to:

1. Determine if the Clackamas County Office of County Internal Audit conforms to the IIA
Standards and Code of Ethics

2. Evaluate the internal audit function’s effectiveness in carrying out its mission

3. Identify successful internal audit practices

4. Identify continuous improvement opportunities to enhance its management, work
processes, and infrastructure effectiveness and efficiency

5. Add value to the county.

An external independent assessment team validated the results of the Office of County Internal
Audit’s self-assessment, focusing on the conclusion of internal audit related to conformance
with the Standards and the Code of Ethics. They reviewed observations related to successful
internal audit practices, opportunities for continuous improvement, and offered additional
observations as they deemed appropriate. The evidence obtained and communicated in this
report is believed to provide a reasonable basis to achieve these assessment objectives.

Scope

The scgpe of this quality assessment of the Office of County Internal Audit, as set forth in
the Office of County Internal Audit Charter® and as stated in County Code Chapter 2.15° is

all internal audit activity during the period of January 2020 through December 2024. As the
Global Internal Audit Standards are effective January 9, 2025, the Quality Assessment Review

was performed under the Institute of Internal Auditor's 2017 Internal Professional Practices
Framework.

The quality assessment was concluded on March 25, 2025,and provides the Office of County
Internal Audit and the Internal Audit Oversight Committee information about the internal audit
function as of December 31, 2024.

8 Clackamas County Office of County Internal Audit Charter
9 Clackamas County T@ode Chapter 2.15: County Internal Auditor
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Methodology

The Quality Assessment Manual for the Internal Audit Activity, published by the IIA Research
Foundation, defined the assessment methodology. The information collected and completed
included detailed planning guides, identification of issues and opportunities, an evaluation
summary documenting all conclusions and observations, and preparation and communication
of the final report.

To accomplish the objectives, the Office’s conformance with the Standards was assessed and
organized in four focus areas: governance, staff, management, and audit process. The Office’s
risk assessment and audit planning processes, audit tools and methodologies, engagement
and staff management processes, and a representative sample of Office work papers and
reports were reviewed. Key partners and interested parties were identified and sent surveys.
All results were received directly and tabulated by the external assessment team to maintain
confidentiality in responses. Interviews were conducted by the external assessment team

and included key partners and interested parties such as Internal Audit Oversight Committee
members, Office management and staff, and auditees.
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V. About the Office of
County Internal Audit
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Our mission

Provide county leadership objective assurance, advice and insight to optimize county efforts
and achievements.

Our vision
The public:

« engages with an accountable, high performing, and transparent local government

+ is confident that its interests are protected

Our strategic objectives
The Office supports Clackamas County by:

+ focusing on risks to county achievement

+ promoting continuous improvement

+ enhancing accountability and transparency
+ fostering county SPIRIT

«  building public trust

Our professional standards
The Office of County Internal Audit governs itself by adhering to The Institute of Internal
Auditors’ mandatory guidance, including the:

+ Definition of Internal Auditing.

+ Code of Ethics

+ International Standards for the Professional Practice of Internal Auditing™

19
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Our independence
The county internal auditor reports functionally to the Internal Audit Oversight Committee and
.-y administratively to the elected county treasurer. This authority ensures the Office is free of
) undue influence.

Our team
Jodi Cochran, CPA, CIA, CGMA, CRMA, County Internal Auditor
Kathy Yeung, CPA, CIA, Senior Internal Auditor

Contact Us

Office of County Internal Audit
2051 Kaen Road #460

Oregon City, OR 97045

Phone: 503-742-5983
ocia@clackamas.us

20

Page 35 of 107



Exhibits
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Exhibit A

Independent Validation Statement
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The three signatories noted below were engaged to conduct an independent validation of the Clackamas County’s Office of County Internal Audit
self-assessment. The primary objective of the validation was to verify the assertions and conclusions made in the attached self-assessment report
concerning adequate fulfillment of the organization's basic expectations of internal audit, its conformity to The lIA's International Standards for the
Professional Practice of Internal Auditing published in 2017, and successful internal audit practices and opportunities for continuous im-provement
noted. Other matters that might have been covered in a full external assessment, such as an in-depth analysis of successful practices based on
benchmark data, governance activities, consulting services, and use of advanced technology, were excluded from the scope of this independent
validation by agreement with the chief audit executive.

In acting as the qualified, independent external assessor from outside the organization, we are fully independent of the Office of County Internal
Audit and have the necessary skills to undertake this engagement. The validation, concluded on March 25, 2025, consisted primarily of a review
and a test of the procedures and results of 1A’'s self-assessment. In addition, interviews were conducted with the County Treasurer, audit committee
members, other members of senior management, and internal audit staff.

We concur with the Office of County Internal Audit conclusions and observations documented in the self-assessment report attached.
Implementation of the recommendations contained in the self-assessment report will improve the effectiveness, enhance the value, and support

conformity with the Standards and the Code of Ethics.

April 3, 2025

Darecse folicese cFicole flalose cotasre [PosZicktk

Darrin Hotrum, CIA, CFE, CISA Nicole Pexton, CIA Adam Ristick
Chief Internal Auditor, Chief Audit Executive, Senior Auditor,

Oregon Judicial Department Oregon Liquor and Cannabis Commission Oregon Department of Corrections
Independent External Assessor Independent External Assessor Independent External Assessor
Performing the Validation Performing the Validation Performing the Validation
23
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Exhibit B

International Standards for

the Professional Practice of
Internal Auditing

Evaluation Summary
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Attribute Standards (1000 through 1300)

Overall evaluation

1000
1010

1100
1110
1111
1112
1120
1130
1200
1210
1220
1230
1300
1310
1311
1312
1320
1321

1322

Purpose, Authority, and Responsibility
Recognizing Mandatory Guidance in the Internal Audit Charter

Independence and Objectivity

Organizational Independence

Direct Interaction with the Board

Chief Audit Executive Roles Beyond Internal Auditing
Individual Objectivity

Impairment to Independence or Objectivity
Proficiency and Due Professional Care

Proficiency

Due Professional Care

Continuing Professional Development

Quality Assurance and Improvement Program

Requirements of the Quality Assurance and Improvement Pragram

Internal Assessments
External Assessments

Reporting on the Quality Assurance and Improvement Program

Use of "Conforms with the International Standards for the Profes-

sional Practice of Internal Auditing”

Disclosure of Nonconformance

25

Generally conforms

Partially conforms

Does not conform

009 000000000000 OOO®O
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Performance Standards (2000 through 2600)

Generally conforms

Partially conforms

Does not conform

2000 Managing the Internal Audit Activity . O O
2010  Planning . O O
2020  Communication and Approval . O O
2030  Resource Management . O O
2040  Policies and Procedures . O O
2050  Coordination and Reliance . O O
2060  Reporting to Senior Management and the Board . O O
2070  External Seryi_ce Provider and Organizational Responsibility for . O o)
Internal Auditing
2100  Nature of Work . O O
2110  Governance . C O
2120 Risk Management . O O
2130 Control @ O O
2200 Engagement Planning . O O
2201  Planning Considerations . O O
2210  Engagement Objectives . O O
2220  Engagement Scope . C O
2230 Engagement Resource Allocation ® O O
2240  Engagement Work Program . O O
2300  Performing the Engagement . G O
2310 Identifying Information . O O
2320  Analysis and Evaluation . O O
2330  Documenting Information . O O
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Performance Standards (2000 through 2600)

Generally conforms

Partially conforms

Does not conform

2340  Engagement Supervision . O O
2400 Communicating Results . O O
2410  Criteria for Communicating . G O
2420  Quality of Communications . G O
2421 Errors and Omissions . O O
2430 Useof "Conduc_-ted in Conformance with thellrlnernaﬁonal Standards . O '0)
for the Professional Practice of Internal Auditing”
2431 Engagement Disclosure of Nonconformance O . O
2440  Disseminating Results . O O
2450  Qverall Opinions . O O
2500 Monitoring Progress . O O
2600 Communicating the Acceptance of Risks . O O

Code of Ethics

Generally conforms

Partially conforms

Does not conform

Code of Ethics

Source: Quality Assessment Manual for the Internal Audit Activity
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Exhibit C

International Standards for
the Professional Practice of

Internal Auditing
Rating Definitions
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“Generally Conforms” means that the assessor or the assessment team has concluded that the relevant structures,
GC policies, and procedures of the activity, as well as the processes by which they are applied, comply with the
requirements of the individual standard or elements of the Code of Ethics in all material respects. For the sections and
major categories, this means that there is general conformity to a majority of the individual standards or elements of
the Code of Ethics and at least partial conformity to the others within the section/category. There may be significant
opportunities for improvement, but these should not represent situations where the activity has not implemented
the Standards or the Code of Ethics and has not applied them effectively or has not achieved their stated objectives.
As indicated above, general conformance does not require complete or perfect conformance, the ideal situation, or
successful practice, etc.

“Partially Conforms” means that the assessor or assessment team has concluded that the activity is making

PC good-faith efforts to comply with the requirements of the individual standard or elements of the Code of Ethics,
or a section or major category, but falls short of achieving some major objectives. These will usually represent
significant opportunities for improvement in effectively applying the Standards or the Code of Ethics and/or achieving
their objectives. Some deficiencies may be beyond the control of the internal audit activity and may result in
recommendations to senior management or the board of the organization.

“Does Not Conform” means that the assessor or assessment team has concluded that the internal audit activity is
DNC not aware of, is not making good-faith efforts to comply with, or is failing to achieve many or all of the objectives

of the individual standard or element of the Code of Ethics, or a section or major category. These deficiencies will

usually have a significantly negative impact on the internal audit activity’s effectiveness and its potential to add value

to the organization. These may also represent significant opportunities for improvement, including actions by senior

management or the board.

Source: Quality Assessment Manual for the Internal Audit Activity
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Exhibit D

Summary of Recommendations
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As aresult of the external quality assessment, five recommendations were made to summarize a total of over 40 actionable items. The top items in
each recommendation are listed.

Recommendation 1:
Obtain external quality assessments every five years

Item# Description

1a Report the results of an external quality assessment by December 2030

1b Conduct a self-assessment and report on the status of the 2024 assessment recommendations by January 2029

Auditor Response
The County Internal Auditor agrees with the recommendation.

The results of the next external quality assessment will be reported by December 2030. The Internal Audit Oversight Committee will receive the
results of an internal self-assessment no later than January 2029.

The revised five-year strategic plan will reflect these goals and associated actionable items.
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Recommendation 2:
Elevate the governance structure to reinforce organizational independence and professionalism

Item # Description

2a Restructure the Internal Audit Oversight Committee to a five-member committee
2b Positively affirm the Office’s organizational independence and how potential reporting compromises are addressed
2c Hire a principal internal auditor by 2030

Auditor Response
The County Internal Auditor generally agrees with the recommendation.

The County Internal Auditor will increase documentation and awareness of the independence and objectivity of the Office of County Internal Audit.

The functional and administrative roles and responsibilities of the Internal Audit Oversight Committee and the County Treasurer, respectively, will be
clearly defined and documented.

Annually, starting in June 2025, the County Internal Auditor will positively affirm the independence of the position and function and discuss in

a public meeting the details of the organizational reporting structure with the Internal Audit Oversight Committee. This will enhance current
requirements and attestations included in the Independence section of County Code, 2.15.040, and Oversight Committee-approved audit plan which
state, respectively: "No significant impairments, in fact or appearance, have been noted in the prior year or are anticipated during the coming year;”
and “If the Office conducts an audit of an activity for which the County Treasurer is responsible, the audit scope will state that the auditors are

not organizationally independent with regard to the entity being audited.” Additionally, the Oversight Committee will be asked to provide feedback
regarding the County Internal Auditor's performance. These annual activities will be more intentionally documented in Internal Audit Oversight
Committee meeting minutes and included in communication checklists and templates (See Recommendation 4).

With the goal of reinforcing organizational independence and professionalism, the County Internal Auditor will engage with the Internal Audit
Oversight Committee to discuss its current seven-member structure and the benefits and obstacles of restructuring to a five-member committee.
Additionally, the County Internal Auditor will pursue future opportunities to increase staff resources. These efforts, including the development of an

internship program, will begin in September 2025.

The revised five-year strategic plan will reflect these goals and associated actionable items.
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Recommendation 3:
Enhance the Office of County Internal Audit long-term strategic plan

Item # Description

3a Address recommendations and detailed observations of 2024 external quality assessment
3b Revise and expand Office of County Internal Audit performance metrics
3c Develop a countywide assurance map

Auditor Response:
The County Internal Auditor agrees with the recommendation.

The external quality assessment report for the period of January 2020 through December 2024 forms the basis of the next five-year Office of
County Internal Audit strategic plan. Strategic objectives will be designed to address the report’'s recommendations and associated actionable
items, tying each recommendation or actionable item to a strategic goal or milestone. Actionable items will include revising and expanding
performance measures for the Office of County Internal Audit, as well as developing a countywide assurance map.

The revised strategic plan will be presented to the Internal Audit Oversight Committee by March 2026 and reviewed annually thereafter. The Quality
Assurance and Improvement and Plan status updates will continue to be provided to the Oversight Committee quarterly.
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Recommendation 4:
Develop tools to support communication with internal and external partners and interested parties

Item # Description

4a Review internally and externally published data for consistency in terms and messaging and compliance with standards

4ab Create checklist of annual communication with the Internal Audit Oversight Committee and Board of
County Commissioners

dc Establish internet dashboards

Auditor Response:
The County Internal Auditor agrees with the recommendation.

The Office of County Internal Audit prioritizes curiosity, communication and collaboration. Resources will be allocated to develop and implement

tools which will support enhanced communications with internal and external partners. In addition to creating annual communication checklists

and establishing internet dashboards, all Office of County Internal Audit published data will be reviewed for consistency in terms, messaging and
compliance with standards.

This work will begin no later than January 2026 and will be reflected in the revised strategic plan.
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Recommendation 5:
Expand and revise the Office of County Internal Audit policies and procedures manual

Item # Description

5a Update to reflect new Global Internal Audit Standards
5b Incorporate standard practices and templates already in place
5c Address Good Government Hotline and investigative services

Auditor Response:
The County Internal Auditor agrees with the recommendation.

The Office of County Internal Audit has developed and implemented several successful practices, templates and tools. Resources will be allocated
to update the Office policies and procedures manual to reflect these and to better align with the new Global Internal Audit Standards. In addition to
addressing the assurance and advisory services provided by the Office of County Internal Audit, the manual, and associated countywide policies, will
be updated to reflect investigative services and administration of the county’'s Good Government Hotline.

This work will begin no later than October 2025 and will be reflected in the revised strategic plan.
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Financial Condition:

Assessment of Clackamas County’s financial
health and fiscal sustainability
Report by the Office of County Internal Audit
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What is a Financial Condition?
This report provides users information on Clackamas County’s
financial health

» Identifies favorable and unfavorable trends at a high level

» Provides additional analysis and transparency of the
County’s financial health

What it doesn’t do:

» Provide recommendations on operational processes
» Provide explanations or analysis on the cause of changes

A

CLACKAMAS

COUNTY

Financial Condition:
Assessment of Clackamas County’s financial
heaith and fiscal sustainability

March 2025
Report by the Office of County Internal Audit
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What We Found

Number of indicators with a yellow, “needs more
attention” have been decreasing

Total expenditures continue to trend upwards in the
last three years

In FY24, revenues were greater than expenses
Liquidity is above the benchmark

Debt spending percentage is below the warning
threshold

Population growth has slowed in the last five years

Financial Health

Indicator

Liquidity: Cash resources ts mest immediate nesds

Change from
Previous Year

10-year Trend Interpretation

Debt Ratior Compares total debt to total assets

Fund Balance Ratio: Ressrves for adequate cash
fiow and capacty to withstand financial emerpencies

Capitl Assets Aging: Waintenance and repas of
county's buikings. roads, bridges. machinery, and
equipment

Met Position: What we own versus what we owe

Revenues

Revenus per county resident

Property tawes collectad per county resicent

Percentage o Gener Fund
Revenues: County general fund dollars reoeived
from state and fedesal

Expenditures

Expenses per county resident

County employees per 1.000 county residents.

intemal service expenses

Debt

Percentage of spending on debt- County doliars.
spent on principal and nterest

Cresit Ratings: Independent assessment of County's
et health

Outstanding debt per county resident

Demographics

Per capitaincame

Pouerty

Residents without health insurance

Unempioyment

D[ e[ [

olalanaannnm e
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About the Report

» The Financial Condition report can be found on the Office of Internal Audit
website: Clackamas.us/internalaudit

» Four Financial Condition reports to date; done every other year

» Key trends and indicators were based on the International City/County
Management Association

& select Language w lobs vents | News

CLACKAMAS
- COUNTY COMMUNITY BUSINESS DEPARTME

L] DEPARTMENTS INTERMAL AUDIT

AUDIT REPORTS

Internal Audit

The County Internal Auditor, the Chief Audit Executive, provides independent assurance, cansulting,

ABOUT COUNTY
INTERNAL AUDITOR

RESDURCES

investigative services to the public, employees, and departments of Clackamas County so they can
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CLACKAMAS

COUNTY

Financial Condition:

Assessment of Clackamas County’s financial
health and fiscal sustainability

March 2025
Report by the Office of County Internal Audit

Jodi Cochran, CPA, CIA, CGMA, CRMA
County Internal Auditor

Kathy Yeung, CPA, CIA
Senior Internal Auditor
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NOTICE

The Office of County Internal Audit is committed to providing meaningful access to users of the
report. For accommodations, translations, or additional information, please contact us via email
at ocla@clackamas.us or via phone at 503-742-5983.

La Oficina de Auditoria Interna del se compromete a brindar un acceso significativo a los
usuarios del informe. Para obtener adaptaciones, traducciones o informacion adicional,
contactenos por correo electronico a ocia@clackamas.us o por teléfono al 503-742-5983.

ERTFEH D AZRH N T RZRENAFEEERE YAHENE - B2EZTEMER  FBT
B8 FHEHF ocia@clackamas_us 8 35F] 503-742-5083 5#H {18 %,

Odouc OKPYHHOIO BHYTREHHErD ayauTa CTPeMUTCA K NpeocTaBNeHuio peankHoro aoctyna
nonkaoeaTenAM oTdeTa. [INA yenyr No pasmelleHlo W NepeBoay, a Takke 3a NoNoNHUTENBHOR
MHopMaUMen Bel MOXETE CBA3ATLCA C HAMMW MO 3NEKTPOHHOW noyTe ocia@clackamas. us unm
TenedpoHy 503-742-5983.

Van phong Kiém toan Noi bé Hat cam két cung cap phwrong tién phia hop dé nguei 2ong tiép
can bao céo. Dé biét 2ong théng tin vé&, dich thuét, hodc cac théng tin khac, vui 2ong lién hé
chung tdi qua email ocia@clackamas.us hoac so dién thoai 503-742-5983.

YNpaBniHHA BHYTPRIWHBONO KOHTROIMK OKPYTY Nparde 3abesneynTi NoBHOLIHHKWIA Oo0CTyN 00 3BITY
OnA ocid, AK 3BepPTAKTLCA 38 HUM. 3 NWTaHe WOoO0 po3MiLEHHA, Nepeknanie abo oTpMMaHHA
Aoaartkoeoi iHhopmadii, Oyas nacka, HanuLWITe HAM Ha enekTPoHHY NowTy ocia@clackamas. us
abo sarenedoHyiTe 3a HoMepom 503-742-5983.

To request this report in large print or to receive descriptive text and narratives for all
visuals and graphs in this report, please contact us via email at ocia@clackamas.us or
via phone at 503-742-5983.

Report Number 2025-01 March 2025
- Clackamas County Financial Condition Page 2

nnnnnn

Page 58 of 107



9
ClLACHAHAS

EQuUNTT

Executive Summary

The county’s financial health is stable. The county has a balanced budget and the county’s debt
liquidity, fund balance, and credit ratings are strong. Revenue and expense per county resident
indicators continue to increase. The county needs to continue to monitor its aging capital assets,

unmet infrastructure needs, and increasing expenditures.

Indicator

Change from
Previous Year

10-year Trend

Interpretation

Liquidity: Cash resources to meet immediate nesds ' ' oK
Aborva standard singe 2007
= _ '
= Debt Ratio: Compares fotal deli to total assets oK
E Abowe standard since 2007
I
= Fund Balance Rafio: Reserves for adequate cash ‘ o
a2 fiow and capacity to withstand financial emergencies
E Abcve standard since 2010
o Capital Assets Aging: Maintenance and repair of —
= county's buildings, roads, bridges, machinery, and v‘ v.v secs mare
[ . attention
equipment
Met Position: What we own versus what we owe t ' oK
Revenus per county resident f f oK
A
=5
E Property taxes collected per county resident t f oK
=1
a
=4 Percentage of General Fund Intergovemmental
Revenues: County general fund dollars received ’ f oK
from state and federal government
. Meads more
o Expenses per county resident t f e
1
2
'E County employess per 1,000 county residents t t oK
Q
=N
=
w Internal senvice expenses * ‘ oK
Percentage of spending on debt: County dollars f ‘ oK
spent on principal and interest
ey
-1 Credit Ratings: Independent assessment of County's| f f oK
8 debt health
Cutstanding debt per courty resident f f oK
Per capita income t t OK
"
-
=
3 Povery $ . ok
]
®
E Residents without health insurance ' ’ oK
1]
o
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Background

What is the Financial Condition?

This report provides residents and public officials information on Clackamas County’'s
financial health. The report uses information—primarily from the county’s audited Annual
Comprehensive Financial Report—and identifies favorable and unfavorable trends at a high
level. Monitoring county finances over time enables public officials and residents to assess
the county’s financial condition and fiscal sustainability, and to identify problem areas that
may need attention.

A financially sustainable county can meet its obligations and provide services on an ongoing
basis. It can address the effects of fiscal interdependency between governments, withstand
economic disruptions, and respond to changes in the environment. A financially stable
county collects enough revenue to pay its short and long-term bills and finance major needs
without shifting disproportionate costs to future generations.

County Services

The county provides direct services to both urban and rural residents of Clackamas County.
Some of these services are supported by local taxes. Others rely in part on state and federal
revenue. The Association of Oregon Counties’ identified major services provided by the
state, counties, and by both entities.

SHARED STATE-COUNTY SERVICES

GOVERMANCE, TRAMSPORTATION &
REVEMNUE. & PUBLIC SAFETY & MATURAL COMMUNITY HEALTH B HUMAM
ECONOMIC DEV. YETERAMS RESCURCES SERVICES

Dincloimer: Plemye note this fst is not ollnclaeive. | Lot updetod kem. 23, 2025 ADC spssimpuer

Source: Association of Oregon Counties Shared Services Chart
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Clackamas County’s Financial Condition

This report is intended to provide additional analysis and transparency of the county’s
financial health. It is not intended to provide explanations or analysis on the cause of
changes, nor provide recommendations on operational processes.

In the fiscal year beginning July 1, 2021, the county changed the chart of accounts to tie to
county strategic goals and streamline processes and fund management. In changing the
chart of accounts, some funds were consolidated and reclassified.

In FY23, the county entered into an agreement for the construction of a new courthouse?
using a public-private partnership. The project value is approximately $313 million, and
funding is through the Oregon Courthouse Capital Construction Improvement Fund, the
State of Oregon General Fund, the Oregon Judicial Department, and budgeted county
general funds. The county’s share will be paid over 30 years, averaging $15 million
annually, and is expected to start May 2025. The $130 million milestone payment due in
May 2025 will be paid with the state funding. The FY24 financial condition analysis does not
reflect the impact of these funding obligations as the payments have not occurred and are
not reflected in the annual comprehensive financial reports supporting this analysis. Future
financial condition analyses will incorporate these future transactions.

Unless otherwise indicated, data is presented on a fiscal year basis. Years on the graphs
represent data as of the fiscal year ended (e.g., 2024 represents June 30, 2024).

About Clackamas County

Clackamas County was established on July 5, 1843 It is governed by an elected Board of
Commissioners. The county encompasses 1,883 square miles of urban, suburban, rural,
and wild geographic areas.

The county’s Land Acknowledgement states: “What we now call Clackamas County is the
traditional lands and waterways of the Clackamas, Chinook Bands, Kalapuya, Kathlamet,
Molalla, Multhnomah, Tualatin, Tumwater, Wasco and many other tribes of the Willamette
Valley and Western Oregon. We will never be able to name every tribe that visited or lived
upon this land because these communities frequently traveled for trade and other reasons.
The Indigenous people lived, traded and navigated along great rivers and tributaries
presently named the Clackamas, Molalla, Pudding, Sandy, and Willamette. Many of the
original inhabitants of this land died from disease, war and other conflicts. Those that
survived these tragedies were forcibly removed and relocated by European settlers and the
United States Government because of the land’s value. Today, their descendants live on,
still carrying on the traditions and cultures of their ancestors.

“We honor the Native American people of Clackamas County as a vibrant, foundational and
integral part of our community here today. We respectfully acknowledge Wy'east, also
known as Mount Hood, and Hyas Tyee Tumwater, also known as Willamette Falls, as
sacred sites for many Native Americans. We thank those who have connection to this land
and serve as stewards, working to ensure our ecosystem stays balanced and healthy.” 3

2 Clackamas County Courthouse Project

3 About Clackamas County
Report Number 2025-01 March 2025
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Revenues and Expenses

Why are Revenues and Expenses Important?

Revenues are necessary for a government to provide services to its residents. Diverse
sources of revenue can help the county weather a downturn in the economy. Expenses are
the government’s cost of providing public services, not just what the government spent
(expenditures) during the year. Some common expenses are salaries and wages, pension
obligations, and asset depreciation. The county can have a balanced budget each year
based on its anticipated resources and budgeted expenditures.

Total Revenues Greater than Expenses Result in Potential Savings

Potential savings represent

e the intentional efforts in

o f,aé%' \ﬁgﬂ% Beginning creating capacity and ensuring
B future financial stability. Within

the last ten years (FY15 to

FY?24), revenues increased by

Rl lions

a0

200 In FY¥24, total revenues were grealer . .
than total expenses, resuling in approximately $381.2 million*
In Fy24 . cerl by 4.6% potential savings. Revenues include . H 7
B E‘P-Er:;:;‘:‘“ '“g;aby oy restricted funds that may or may not be (adjusted for inflation). When
avallable for general expendilures. compared to the previous year
215 2016 2017 Falibil 2019 2020 221 2022 A3 s (FYES); revenues and
Tl revanUes  =—T0ral experses e}(peﬁSQS IﬁCfeaSe-d bY

approximately 4 6% and

Figure 1 Revenues versus expenses (in millions, adjusted for inflation) ] )
16.7%, respectively (Figure 7).

Total revenues greater than expenses result in a revenue overage, and total expenses
greater than revenues result in a revenue shortage. In FY24, revenues were approximately
$998.4 million and expenses were $900.8 million (Figure 2). This resulted in a revenue
overage that created capacity and supported intentional planning for the county’s 30-year
courthouse obligation. It should be noted that revenues can include funds that are restricted
and may not be available

- 200 51831
for general expenditures. £
For more information about £ 150 51202
restricted fund balances, o o 5930 ' 597.6
see the “Financial Health” g
section. E 50
§5.4 528 L6
— — [ |
" 11 2016 2007 ols #9 2020 2021 202F 033
T oo Si6.9) $115.7)
v (100 Savings potential
5(00.6) increases may include
(150 revenues that are restricted

Figure 2 Revenue overages and shortfalls (in millions, adjusted for inflation)

4 Excludes legally separate, tax-exempt component units of Clackamas County
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Where Does the Money Come From?

Diverse sources of revenue can help the county weather a downturn in the economy.
Combined, grants and contributions and property taxes accounted for 74 2% of county
revenue sources in FY24. In addition to these two largest revenue sources, the county
receives revenues from charges for government services, charges for business services,
lodging tax, and other miscellaneous sources. For the purposes of this report, revenues of
discretely presented component units were excluded as the county has no financial benefit
or burden relationship with the legally separated, tax-exempt component units®. Grants and
contributions increased by 6.2% from the prior year and property taxes increased by 0.8%.
Revenues in all other categories had an increase from the prior year (Figure 3).

W 1200 Grants and contributions and property taxes
8 combined were 74.2% of the county's revenue
Z 1o 30UrCes In Y24

[ |
]
—
— —
— ]

Em —
400
200
L] 2015 2017 2018 2019 20z0 Fiikal 2022 RS 2024

B Grants and concributions B Property taxes B Charges for govemment senvices B Charges for business services B Other revenues or miscellaneous B Ledging tax

Figure 3 Revenues by source (in millions, adjusted for inflation)
Grants and contributions were the largest revenue source

Grants and contributions
were the largest revenue
source for the county
(Figure 4). These revenues

a
B - B = included direct federal,
= - = = state, and local funding, as
well as federal funding
e I I I I I passing through the state
- to the county. Many

2015 16 i pivik] 2019 2020 021 2z 2023 024

g

Health and human services conzistently
recaived the most grants and contributions .

Milllons

g

programs were supported
by these revenues.

B Health and human ==rvices W Puhlic ways and fadlities m Pubilic protection

B General govermment E v i dheve kopmnent: W Sanitary, sewaer and surface water
B Cubure, education and recreation B Housing assistance m 911 center
W Lighting W Broadband utility

Figure 4 Grants and coniributions (in millions, adjusted for inflation)

5 Clackamas County Annual Comprehensive Financial Report for the fiscal year ended June 30, 2024
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COVID-19 assistance and relief
funds received as a result of the
state of emergency?® led to an
increase in health and human
services grants and contributions in
FY21. Health and human services,
public ways and facilities, and public
protection combined consistently
represent more than half of all
grants and contributions (Figure 5).

In FY22, the county revised its
funding structure and reporting
classifications of public protection

1D

B

0%

0%
Public protection grants and contnbubions decreased

- from 538 million in FY21 to $22,000 in FY22 and $0 in

' F¥23. In FY24, public pratednon grants and contributions

increased o $715,000

0% || - H B = = -

25

16 2017 i ] HI1E 2030 2021 2082

m Health and human services m Publc weys and faciibes m Publc protection Other

Figure 5 Percentage of grants and contributions by revente
source (adjusted for inflation)

and general government funds. A portion of the public protection decrease can be attributed
to the change in funding structure and classifications. Public protection grants and
contributions were $38.1 million in FY21 and decreased to $22 thousand in FY22 and then
$0in FY23. Revenues increased to $0.7 million in FY24.

The county’s general government
reliance on grants and
contributions can be represented
by intergovernmental revenues as
a percentage of total general fund
revenues’. Intergovernmental
revenues include all revenues
from federal, state, and other local
government sources and can
come in the form of grants and
contributions, shared revenues,
etc. This percentage remained
steady from FY 15 through FY21. An

Beginning FY22 general government
actrities were more reliant on grants
and contnbutions as the percentage of
general fund intergovernmental
revenues increased

16.0%
= 15.1% o 19.2%

6.2%

-
£.1% s 3.3% mm 3.3% 7 5 1% w63 e 4.7%

2015 2016 017 2018

2018 M20 2021 2022 023 2023

Figure 6 General fund intergovernmental revenues as a percentage
of total general fund revenues

increase of $29.7 million in general fund

intergovernmental revenues during FY22 resulted in a percentage increase from 4.7% of
total general fund revenues to 16.0% before decreasing to 14.2% in FY24 (Figure 6).

Property taxes average an annual 5.2% growth in the last 10 years

General government programs, as well as library services, were primarily supported by
property tax revenues. In FY24, the county received approximately $234.8 million in county

property taxes®. In the last 10 years,

the county received just over $1.9 billion in county

related property taxes. Since FY 15, approximately 68.8% to 7.3.5% of county property taxes

paid for general county services.

9 State of Oregon Executive Order No. 20-03 signed on March 8, 2020
T Total general fund revenues include property taxes, intergovernmental, charges for services, licenses and permits, fines,

forfeitures and penalties, and miscellaneous.

8 Property tax revenue from component units and service districts excluded
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/ f (adjusted for inflation)

Of the county's 17.8¢...
_ About 17.8% of property taxes collected
F“h @ @& within Clackamas County went to the
General Pupase  Public Safety  Ofher county, and the remainder of property tax
13.5¢ 2.3 30¢
revenues were passed to schools and

Figure 7 Programs funded with property tax revenue allocated ~ cOmmunity colleges, fire districts, service
to the county in FY24; dolfar bill chart provided by Clackamas districts, and more® This meant for every

County Assessment & Taxation dollar of property taxes, 17 8¢ went to the
county. Of that 17_8¢, about 13.5¢ were used for general purpose, 2.3¢ for public safety,
and 3.0¢ for other services such as the library, parks and recreation, education outreach,
and more (Figure 7). Property taxes collected per person'® averaged a two percent annual
increase from FY15 though FY19 and had since held relatively steady at around $510 per
person since FY 19 with the exception of a drop in FY22 (Figure 8).

hr-mhlfﬁulqn
408c

Third largest revenue source was fees, fines and charges for services

50
g Gavernmental-type fees, fines,
15} .
E and charges for services
= increased from 51.7% in FY21 1o
G 3% i FY2d
150
100
501 Fees, fines, and charges for services for government-
type activities increased by $4.5 million in Fv24
iS5 016 A7 2018 M9 MM WM 02F M1 20M 15 2mE a7 2038 dOMe A0 0@ 2003 2035 2024
W Gourmmensa-type activitics B Ausines-type activities WS VeI N En T2l-TYD & 3 00 Wl es W Busines-ype activities
Figure 9 Government and business fees, fines, and Figure 10 Government and business fees, fines, and
charges (in miliions, adjusted for inflation) charges percentages of total {adjusted for inflation)

Fees, fines and charges for services can be broken down into two categories: government-
type and business-type activities. Each category accounts for roughly fifty percent of this
revenue source though FY21 (Figure 9 and Figure 10). In FY24, fees, fines, and charges for
services for governmental-type activities increased to 66.3% of the total.

2 Clackamas County Assessment & Taxation
10 population per LS. Census Bureay American Community Survey Demographic and Housing Estimates
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150 In FY24, general government and public
protection fees, fines, and charges for
services revenue was 5421 million and
30.5 million, respechvely

Millions

0720

s 2016 IR 2019 roival mr 1023 ML
W GENEral EovEmiment W Pulbiic protection W Public way's and fadities

L
=]

Health and human serdces W Cufure, education and recreation B Economic develo pment

uuuuuu

Figure 11 Government fees, fines and charges for services {in millions,
adjusted for infiation)

Governmental-type activities
generally occur when no
“exchange” relationship exists
between resources provided and
services received. For example,
most individual property taxes do
not pay for a specific service,
even though individual taxes or
portions of taxes are sometimes
dedicated to particular activities.

Health and human services were
the largest source of revenue for
governmental-type activities in
the last ten years with the

exception of FY22 in which general government was the largest source of revenue (Figure
71). In FY22, a significant portion of the public protection revenue and expenditure was
unintentionally regrouped and reported as part of the general government category. In
FY24, general government increased by 26.2% from the prior year; all other categories had

less than a 10.0% change.

Business-type activities are generally characterized by an exchange relationship manifested
by user charges that may be based on the costs of providing a particular service. Some
business-type activities receive significant operating subsidies, capital grants, or taxes from
the general government, diminishing the role of costs in establishing users’ charges.

100

Millions

eo

]
E =
&0
40
Z0

M7

]
[ ]
Sanitary, sewer, and surface water
services provided the largest source
of business-type revenue

2015 2013 2049 2020 2021 20232 2023 2024

W Santany, sewer,and curface water M Houwsing assistancs

M 911 center colf

m Lighting W Eroadband ity

Figure 12 Business fees, fines, and charges for services {in millions,
adjusted for infiation)

Where Does the Money Go?

The total increase in business-
type fees, fines, and charges for
services revenue for FY24 was
about 1.9%. Sanitary, sewer, and
surface water and housing
assistance programs generated
T3.5% of total business-type fees,
fines, and charges for services
revenue (Figure 12). Housing
assistance fees, fines, and
charges revenue decreased from
$26 4 million in FY22 to $3.2
million in FY24 (adjusted for
inflation).

Ower a 10-year trend, health and human services and public protection expenditures
combined have consistently represented the majority of total expenditures. The average
annual increase for total expenditure was 6.2% from FY17 to FY21 and 17.3% from FY23 to
FY24; in FY22, total expenditure decreased by about 18.9%, or approximately $152.6
million. General government expenditure was $70.1 million in FY21, $228.7 million in FY22,
$83.3 million in FY23, and $90.5 million in FY24 (adjusted for inflation). Public protection
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- expenditure was reported as $192.0
o0 fﬁéshﬂ'al‘é'éﬂiﬁé‘;ﬁn - million in FY21, $23.3 million in FY22,
- $167.7 million in FY23, and $179.0
I million in FY24" (Figure 13). In FY22, a
800 I I significant portion of the public

protection expenditure was
unintentionally regrouped and reported
as part of the general government
category.

M4 015 Hde 2047 A& M1 2020 EE1 R0RF 20 2024 - .
u GE'}E'&IEWET'II‘NEF'. W Pubdic pratection m Health and human senices Of the tﬂtal expendlture-{;“z In FY24,
Viitiss = fil other programs health and human services represented

Figure 13 Expenditures by function excluding legally separate, 39.9% ($359.3 million), public protection
tax-exempt component units of the County (in millions, adjusted  represented 19.9% ($179.0 million), and

Willlcms

A

2

2

E

for infiation) aeneral government represented 10.0%
400 ($90.5 million). Health and human
S w50 services expenditures continue to
=

represent the largest spending function
(Figure 14).

00
50

200

Public protection expenditures
were relatively consistent with

150

1o el e £ £ . .
" 3 B E = the exception of a reporting
O EE R i S issue in FY22
General Public Health and Utlities Allother
Sovemmment - Freledion  human sendces progrems Public protection expenditures included
e E e activities to support the Sheriff's Office,
Figure 14 F¥Y24 Expenses by function compared to 10-year Juvenile department, District Attorney’s

average (in millions, adjusted for inflation .
age ( » ad ) Office, Disaster Management, the Law

Library, Public Safety Local Option Levy, and more. Public protection expenditures for the
Sheriff's Office are for operating the county’s jail and providing patrol, investigation, and civil
processing services to incorporated and unincorporated areas of Clackamas County. The
Public Safety Local Option Levy, renewed in May 2021, helps fund additional jail beds and
deputies. The Juvenile Department provides supervision of juvenile offenders in the
community. The District Attorney’s Office prosecutes offenders and protects crime victims.
The county’s Justice Court generally has jurisdiction over misdemeanors and violations sited
to its court.

Beginning FY22, several funds were grouped into the General Fund: Sheriff Fund, District
Attorney, Juvenile, Justice Court, and Disaster Management. Under the new public
protection fund structure and classification, FY23 and FYZ24 public protection expenditures
were reported in the following funds: general fund, sheriff's operating levy, enhanced law

1 Expenditures by function as detailed in Figure 13 were based on govemment-wide financial statements (i.e., Statement of
Activities) that use the accrual basis of accounting. Public protection expenditures detailed in Figure 15 and Figure 16 were based
on fund financial statements that uses the modified accrual basis of accounting. As such, noted expenditure values are different.

11 Clackamas County Health Centers
2 Excludes legally separate, tax-exempt component units of Clackamas County
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Figure 15 Public protection expenditures by fund (in millions, adjusted

for infiation)

20 enforcement district, law library
é 17 fund, inmate welfare special fund,
e and the Clackamas County
= Sheriff's Office forfeitures fund.
100 In FY22 asignificant portion of
75 the public protection expenditure ] :
N was unintentionally regrouped Total reported public protection
and rergortad as par: E;EE expenditure was $177.4 million in
.5 Ene CVETTINTIEDN [ J— -
_ e o o FY21, $22.1 million in FY22,
mi oas oams o s s xm zom uwzr mes x| $163.4 million FY23, and $174.9
mGenaral Fund B Furkis Regased Into General Fung million in FY2413 InFY22 a
Sheriff' s Oparating Lewy m Entanced Law Enforcement Destrict ~ . R ) ! .
momers significant portion of the public

protection expenditure was
unintentionally regrouped and

reported as part of the general government category (Figure 15). As shown in Figure 13, the
total general government and public protection expenditures remain relatively consistent
with a combined total of $262.1 million in FY21, $252.0 million in FY22, $251.0 million in
FY23, and $269.5 million in FY24.

Health and human services expenditure continued to trend upwards

County Health Centers include medical and dental clinics, public health services, school-
based clinics, and other health care and education services for the community. The Social
Services division provides assistance to seniors, people with disabilities, veterans, and low-
income residents of the county. Behavioral Health provides mental health and addiction
treatment services. Public Health handles infectious disease control and prevention, healthy
places, access to care, environmental health, and more. Children, Family & Community
Connections promotes wellness and positive outcomes for county children and families. The
mission of the Community Development division is to strengthen and improve
neighborhoods throughout the county through the use of federal grants.

g

Millioms

In FY24, Haalth, Housing, and Human
Services Fund represent 73% of all Health

o and Human Seivices Expendilures

Zma i e} moLa LT Wls Ul

m runds eedassed ino Ass rund
B Clack=m as =esith Cereart

= gzreral Fund

FLiELe) 20E1 ar il Fatld

mR=a T, mousing, 3nd Ruman senvices (ees) rund
Clackam € W antal Hazlth ﬂ'giﬂl!;ﬂ:lﬂ Fund
mHoAD

Figure 16 Health and Human Services expenditures by funds (in

millions, adjusted for inflation)

Due to the change in funding
structure and classification
beginning in FY22, the
aforementioned divisions (i.e.,
behavioral health, social services,
public health, etc.) were
consolidated into the Health,
Housing, and Human Services
(H3S) Fund. Total health and
human services expenditures
continued to trend upward with
$161.4 million in FY21, $177.8
million in FY22, $171.5 million in
FY23, and $216.3 million in FY24
(Figure 16).

2 Public protection expenditures detailed in Figure 15 and Figure 16 were based on fund financial statements that uses the
modified accrual basis of accounting. Expenditures by function as detailed in Figure 13 were based on govemment-wide financial
statements (i.e_, Statement of Activities) that use the accrual basis of accounting. As such, noted expenditure values are different.

Report Number 2025-01 March 2025
Clackamas County Financial Condition Page 12

uuuuuu

Page 68 of 107



Internal service fund expenditures have steadied

The DROpOMSn of Seif-insurance i Wal iIntermal
120 service fund expenditures was consistenly 42.9%

Trom Fr22 rough Fy 24,
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Other, 17.4%

Iillisns

Self-insurance
Tumd, 43.2%

Facilities
management
fund, 18.2%

Technology
services fund,
21.2%

F.r'gure 17 Infernal service fund expendﬁures = Al internal service funds excudng sef-nsurnce W SeFircurancefund
major program percentages in FY24 Figure 18 Internal service fund expenditures (in millions, adjusted
for inflation)

Internal service funds account for services and activities provided by the county for other
units primarily within the county (e.g., Human Resources, Finance, etc.). Self-insurance cost
accounted for the dental and short-term disability self-insured programs, employee
assistance and wellness activities, and flexible spending accounts for health care and
dependent care expenses.

In FY24, self-insurance costs were $35.2 million and represented 43.2% of all internal
service costs. Technology services and facilities management were the next two largest
costs (Figure 17). Removing the impact of the self-insurance fund, internal service costs
remained relatively proportionate since FY 17 with an average 4.7% increase from FY18
through FY21 and then steadied beginning FY22 (Figure 18).

Number of county employees remained near five per 1,000 residents

Public protection, health and housing, and

a0 peneral government had overall gradual Increases
in number of employees from FY15 through F¥22

= With & small decrease Trom FY23 10 Fy24

ama

l 1 mm 1 ‘'HN

Public protection Health and housing General govemment Econom ic development, Public ways andfacilites Zolid waste
educat on, Culturs end
reareation

W20i5 W26 W07 WI0IE WI019 W00 EO0YI B2007 E20RS EI0ZA

Figure 19 Number of FTE by area of government (does notf include femporary employees)

The number of county employees and the county overall population both increased, on
average, 2.2% annually for the last 10 years. While the distribution of employees among
county programs and areas of government fluctuated (Figure 19), the county maintained an
average relationship of 5.3 employees to 1,000 county residents since 2014. At the end of
2023, the county employed about 5.9 employees per 1,000 County residents (Figure 20).
The fluctuations in the number of full-time equivalent employees over the years reflect the
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county’'s response to changes in economic
factors, funding availability, and the demand
for county services.

5.E7
5.76
5.50
5.41
520 oo T Employee wages, benefits, and other
5. = costs continued to increase
4.
a0 I As the number of employees increased,
aa0 workforce compensation expenses also

e S GOE EATOGmE ams ame mEOmEOEEjncreased. Since FY13, annual increase in
Figure 20 County employees per 1,000 county wages averaged 1.8%, PERS increase
averaged 6.4%, taxes averaged 1.9% increase, fringe benefits averaged a 0.7% increase,
and other benefits were held relatively stable with a 5.8% increase in FY24 (Figure 21). In
FY24, wages and benefits costs totaled approximately $359.7 million. On average, benefits
and other costs accounted for 38.2% of total workforce compensation expenses. PERS cost
and fringe benefits represented majority of these costs (Figure 22).

o.00

5.BD

560

E B

B

n B0 PERS and
,E were majority of the benefit
E . — " cosls on average
—
150 In FY24, Wages and increased by
about 5.0%, Taxes increased by 5.9%, and PER S PERS, 42.3%
— increased by 9.1%
—
S0 —
Taxes, 13.6%
2015 2016 2017 2048 2010 2020 2021 2022 2023 2024 Qmer, 0.6% WOTKET COMPENSATIon
insurance, 1.5%
—\ApEs =——PERS =—TanEs Fringe Benefits = Other
Figure 21 Wages, benefits and other costs (in millions, adjusted Figure 22 Benefits and other costs FY15 to

for inflation) FY24 average percentage

Savings potential has increased since FY21

Potential savings represent the intentional
efforts in creating capacity and ensuring
future financial stability. Revenue per
capita measures the average revenue
earmned by the county per person in the

Savings potential has increased since
FY21 with a8 greater ravenue per capita

county. Expense per capita is the average than expence per capita.

amount of government spending by the

county to provide services to county ;4 =ms DS 2017 IME A0 W0 2L w22
residents. Since FY21, revenue per capita ®Eevenuz per cpita  ® Expenze per capita

was greater than expense per capita Figure 23 Expenses and revenues per capita (in doliars,
which led to an increased capacity to adjusted for infiation)

intentionally plan for future obligations. From FY22 to FY23, the revenue per capita
increased by 23.2% aand the expense per capita increased by 17.9% (Figure 2.3).
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Long-Term Debt

Long-Term Debt Structure

The issuance of long-term debt allows a county to acquire major assets and finance large
projects such as buildings, bridges, roads, and jails. The increase in the amount of debt to
repay, however, limits the county’s ability to react to current economic conditions. Individual
state agencies may issue debt for specific purposes pursuant to law, but the total amount of
debt a county may incur is generally limited by Oregon state law.

The county’s outstanding debt falls into three broad categories

Full Faith and Credit bonds (FFCB) — bonds issued to finance major construction projects.
The bonds are backed by the full faith and credit of the county, within the limitations of
Article Xl of the Oregon Constitution, and are to be repaid from existing revenue sources.

Revenue bonds — bonds issued to finance major construction projects in business-type
activities and to pay for projects with specific revenue sources for repayment.

General Obligation (GO) bonds — bonds issued to finance major construction projects in
governmental activities. These bonds are general obligations of the county and are also
backed by the full faith and credit of the county. Annually, the county will levy to repay these
general obligations in addition to other taxes'.

Long-term debt steadily decreasing since The county’s long-term debt had
oo tne ISsuance of revenue bond In FY 21 steadily decreased until the GO Bond
5 0 Series 2016A and 20168 were issued in
s 00 FY 17 for the replacement of the
20 Clackamas 800 Radio Groups’
200 emergency communications system and
= existing radio coverage expansion. In
2; FY21, Water Environment Services
] Revenue Obligations Series 2021 were
2015 2016 2017 201B 2018 2020 2021 2022 2023 2004 issued in the amount of $4D million to
® Full-Faithand CreditBonds M Revenus Bonds M General Dbligstion Bonds finance capital projects and fund a debt
Figure 24 Long-term debt (in millions, adjusted for inflation) service reserve for the obligations.

{Figure 24).

Independent assessments of the county’s debt health are regularly performed by credit
agencies prior to a bond issuance. The county’s credit rating continued to improve since the
FFCB issue in 2012 when the rating was AaZ2 by Moody's. Moody’s assigned an Aaa rating,
its highest, to the Full Faith and Credit and Refunding Obligations, Series 2020. Moody's
also maintained Aaa rating on the county’s general obligation unlimited tax bonds and the
parity Full Faith and Credit obligations, and a AaZ2 ratings on the county’s Multifamily
Housing Revenue Bonds, Series 2013A (Easton Ridge Apartments Project).

4 Other taxes include ad valorem (general) property taxes, which is a district tax upon all of the taxable property within the County

Report Number 2025-01 March 2025
- Clackamas County Financial Condition Page 15

uuuuuu

Page 71 of 107



Total debt per capita has decreased since FY21

In F¥21, tolal debt per county
rasident increasad due to the new
reporting requirement of
recognizing net position liability

044

205
N Debt per cepita exduding net pension liability
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Figure 25 Total debt per county resident (in doflars, adjusted
for infiation)

Total debt per capita is the amount of total
debt the county has per person living in the
county. The amount of debt per county
resident fluctuated over the years. With the
exception of the increase from FY15 to
FY16, most increases were associated
with bond issuances. The increase in FY16
was mainly attributed to GASB'®
Statement No. 68 and 71, which required
the net pension liability be reported on the
Statement of Net Position as a noncurrent
liability, increasing liabilities in 2016 by
$111 million. Net pension liability
represented 31.6% of total FY23 debt

(Figure 25). These GASB requirements and the Moro v. Stafe of Oregon decision also

affected pension expense.

Percentage of spending used for debt below benchmark

The amount of total county spending used for debt principal and interest payments as
compared to net operating revenues trended downward through FY23 with an increase in
FY24. Each year, total spending on debt was below 10%'® of net operating revenues, which

is considered acceptable and well below a 20% "7

warning threshold (Figure 26).

Spending less than 10% of net operating
revenue for gebl s considered acceplable

37%
=5% 6% EX-:
.25 3.1%
2.8%
25%
I I I z“ I
2013 023

3.0%
2015 016 2007 201E 2020 2021 202z 2024

Figure 26 Debt service as a percentage of net operating revenues

15 Government Accounting Standards Board

18 Eyaluating Financial Condition - A Handbook for Local Government: In
Copynght 2003, Page 83

ternational City/County Management Association (ICMA),

7 per ICMA, debt service on net direct debt exceeding 20 percent of operating revenues is considered a potential problem
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Financial Health

Governmental Fund Balance

Menspen dabis - Brepaid The county budgets an
Bssigned o - Public woys and woeies ([ an annual basis

Asmgned ta - O ure, ucation and recreation -
3 d'k :' i e i — Accounting standards
Assigned to - Health, housing, and humen services _ .
require governments to

Restricted for - General Government |

Restricted for - Detn sendce [N repﬂr‘t fund balances
Restricted for - Putlic grotection [ based upon constraints
Reswricred for - Economic cevetopment | TN on the use of the
Reestricted for - Culre, education and recreasion || resources reported in

ResTricten for - Pubiic ways and aoares |

Restc for-Heoln, Housing, d Huran services [ the governmental funds

urasignes (Figure 27). The five
2z E 75 100 ] fund balance
"= | classifications are
Figure 27 Governmental fund balance in FY24 (in millions) nonspendable,

restricted, committed, assigned and unassigned. Nonspendable balances are things like
inventories. Restricted fund balances identify constraints imposed by state or federal law,
the Oregon Constitution, or external parties such as creditors or grantors. Committed
balances are constrained through the legislative process. Assigned balances reflect the
county’s intent to use the funds for specific purposes. Unassigned balances are amounts not
otherwise restricted, committed or assigned.

In FY23, the county entered into an agreement for the construction of a new courthouse'®
using a public-private partnership. The project value is approximately $313 million, and the
county’s share will be paid over 30 years averaging $15 million annually; payments are
expected to start in FY25. Future financial condition analyses will incorporate these future
transactions.

Unrestricted general fund balances had increased

Unrestricted balances can include
Unrostricted general fund balances unavailable revenue, which are
increased 12 2% in FY24 considered unavailable at fiscal-year

a end and are classified as a
receivable due to a delay of when
cash is received. Excluded from the
balances are items that are
considered restricted, assigned,
committed, or nonspendable as they
are not available for discretionary

i ol 2015 a7 1=z n1s 1020 MIF 022 14

021 spending. Since FY 15, unrestricted
W Unresiced but motavailable atyear end  m Uunassigned general fund balances have

Figure 28 General fund unrestricted balances (in millions, adjusted increased by 66.0% (Figure 28).
for inflation)
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18 Clackamas County Courthouse Project
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' Available general fund balance consistently greater than 16.7%
|two-month reserve) benchmark
100%
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mmmm Linazsigned fund balance reto - General fund revenuss
mem Linazsigned fund balance reto - General fund expenses

Recommended two months of genersl fund reserves

Figure 29 General fund unassigned balances as percentages of
general fund revenues and expenses

Total debt increased in FY1T and FY21 primarily due to
increased penszion lizbility and issuance of new bond series
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Figure 30 Total assets (net of depreciation) versus total debt (in
millions, adjusfed for inflation)

County liquidity continued to exceed the standard of at least
%1 of current assets for every $1 of current liaiblity
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Figure 31 Liguidity ratio

General fund balance ratio

Fund balance ratios recognize
discretionary funds and the county’s
ability to address one-time funding
needs. The Government Finance
Officers Association recommends a
benchmark of 16.7% (two months)
or greater of general fund
reserves'®. The county has
consistently met and exceeded this
standard for both general fund
revenue and general fund expense
fund balance ratios for the last ten
years (Figure 29).

What We Own Versus
What We Owe

Evaluating the short-term and long-
term relationships between what is
owned and what is owed is critical
(Figure 30). The long-term assets to
debt ratio remains relatively stable
since FY22.

Liquidity remained positive

Liguidity is measured by a ratio of
current assets to current liabilities.
Current assets are those that can be
converted into cash or used within
12 months. Current liabilities are bills
the county intends to pay within 12
months. A low ratio, below $1 of
assets to $1 of liabilities is a warning
trend. It may indicate a cash flow
problem. County liquidity had stayed
above the 1:1 recommended ratio
for the last ten years (Figure 37).
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0.54 Debt ratio remained below
warning trend

The debt ratio compares total debt to
total assets, measuring the proportion of
the county’s assets financed through

044 042
031
0.23
deIEJt. The credit industry considers a d(?:‘bt
ratio of 1.0 or less to be acceptable. With
an averaged debt ratio of 0 46 between
2015 2016 2007 2048 2019 2020 2021 2022 2023 2024 F¥Y17 and FY22, Clackamas County has

Figure 32 Debt ratio exceeded the industry standard in the
last ten years (Figure 32).

Capital Assets Are Getting Old

$552.8 million {36.T%) of
onginal capital asset value

remalned undepreciated =0

Millions

s00

400
]

w0

100 _/_/_/_/M

—

4 015 iy 3 017 013 ok ] 20 Elikal e 2023 4

m—land and RO e INFrastruccure (Roads, pridges, plants and Ine systemi
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Figure 33 Original value of e e e

capital assets (government & - - - .
business-type activities) being Figure 34 Depreciable capital assets, net of accumulated depreciation, and non-

depreciated in FY24: $1.5 billion depreciable capital assets (in millions, adjusted for inflation)

The county uses physical infrastructure (capital assets), such as streets and buildings, to
provide services. The condition of these assets impacts the quality of services residents
receive. Good asset management requires investment in regular, preventive maintenance.
This increases the life of the asset and reduces costs. Lack of preventative maintenance
risks early asset failure and increased expenditures.

Capital assets include land, buildings, equipment, and infrastructure used for county
services. Infrastructure includes roads and bridges. Accounting standards require assets to
be reported in financial statements at their original cost. Donated capital assets are recorded
at estimated fair market value at the date of donation. Depreciable assets are shown net of
accumulated depreciation (FHgure 34). Non-depreciable assets include land, right-of-way,
and construction in progress. Nearly all asset categories had a steady decline in value. The
original cost of the county’s capital assets is $1,506.3 million. Approximately 36.7% remains
undepreciated (Figure 33).
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Aging county assets put the
county at risk for significant
replacement or repair costs,
or service disruptions for
both government and
business-type activities
(Figure 358).

Figure 35 Depreciable capital assets, net of depreciation by activity, and non-
depreciable capital assets (in millions, adjusted for infiatior)

The County’s Net Position has been Fluctuating
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Total county net position
increased by B.0% in FY24

2024

Figure 36 Net position (in miflions, unadjusted)

Met position is the difference between
what a government owns and what it
owes. A change in net position
indicates whether the county’s
financial position improved or declined
based on the decisions and actions
from the previous year. Between
FY15 and FY21, the county’s net
position for the primary government
was slowly decreasing. Some of the
reasons for the decline in net position
were outside of the county’s control.

For example, part of the decline was because of changes in policy and assumptions for the
state retirement system, PERS. Factors that were the county’s responsibility include the
inability to make repairs faster than the decline of assets, such as streets, buildings, and

other infrastructure.

From FY21 to FY24, the county's net position increased by 41.3%, or $933.6 million to
$1,319.2 million (Figure 36). One reason for this was because total revenues continued to
be greater than expenses since FY21, which contributed to the net position slowly

increasing after a decline from FY 16 through FY20.
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Demographics
Why are Demographics Important?

Economic and demographic information highlights community needs and resources. Federal
and state governments can use some of these indicators as the basis to allocate funding
for services.

Population increased in recent years

T BB B lati
- population
£ increased from
= 392 997 in 2014
300 .
= Since 2019, the County h d & 0.3% growih rat to 423,173 in
ince e County has averaged a growih rale per year.
10 In 2023, 75.9% of the County’s residents were white. 2023,a7.7%
” [ H = = increase?®_ In the
nwr ;18 2019 2020 a0z 2022 wz last five years, the
m Whits m Hisparicflatinag m Axian county:ls
Tl OF IMOFe [2Ces m Blacky Alrican Amenicn B S0 oher rece .
= Amarican Indian and Alaska Mative m Mafivebawaiian and Dther Pacific ldandar population had
averaged 0.3%

Figure 37 County population (in thousands) growth per year

According to the most recent census data?!, the top five fastest growing cities? in Oregon
(by percent, not count) from 2020 to 2023 are: Estacada (32.0%), Wood Village (14.8%),
Redmond (14.8%), Cornelius (13.3%), and Happy Valley (12 9%).

In 2023, 75.9% of the county’s residents were white (Figure 37)%. Maijority of the county’s
population were between the ages of 25 and 64 (Figure 38). From 2014 to 2023, the percent
of residents ages 65 and older had increased by 35.6% (Figure 39).

In 2023, 51.9% of the County population has been aging as the
County’s population was percentage of residents ages 65 and over

batween the ages of 25 increased by 35.6% since 2014

Ages 0To 24
and 64 0

116,930

00
Ages 25 1o 64
219,459 150

Thousands

Ages 65 and over 100

B, T2

50

Figure 38 County population by age in 2023 2014 2015 2016 2017 2018 2019 2000 2021 2022 2023
— ArEcOtn 24 e ArecI5tn 64 = Ares65and over

Figure 39 County population by age, 2014 to 2023 (in thousands)

20 y 5. census Bureau American Community Survey Demographic and Housing Estimates

21 portland State University Population Research Center: Population Estimate Reports, April 2024

22 analysis performed only over cities in Oregon with a population over 5,000. 81 cities were included in this analysis
23 U 5. Census Bureau data for 2020 was based on a H-year estimate; all other years were based on 1-year estimates
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Poverty remained low in the county

The poverty percentage indicator measures the number of low-income residents who might
utilize county human services and health programs. The poverty line is defined as the
minimum level of income necessary to achieve an adequate standard of living.

In 2024, a family of four with two
= p.3% B.3% e 2% children under two and a gross
~ o 7.5% = ~, .
7.0% we 7.0% 5.6% yearly income of $31,812 or less

. | | | | would be considered living in

Percentage of Clackamas County residents poverty?. In 2023, Clackamas

in poverty has decreased to 6.6% in 2023 County had the lowest poverty

| | | | | | | level in Oregon for families at
2014 2015 2016 2017 2018 2018 2020 2021 2022 2023 | 4-3% and lowest poverty level by
population at 6.6% (Figure 40).

9.2% == 0.3% u, 8.8%

Figure 40 Percentage of county residents experiencing poverty

The percentage of residents in 14.0%
poverty for the age category 65 12.0%
and older remained relatively 10.0%
stable, averaging 7.5% in the a.0%
last five years. The percentage -

of residents in poverty for the
age category zero to 17 had
decreased from 9.9% in 2022 to -

5.7% in 2023 (Figure 417). 2014 2015 2016 2007 2018 2019 2020 2021 2022 2023

—gpc0-17 =——fpes 18 - 64 =——Agas 65+

a0 Fercentage of residents in poverty for the zero to 17 age

2.0% group decreased signiticantly in 2023

Figure 41 Percentage of county residents expeniencing poverty,
by age

: : ) The percentage of county
Residents with less than a high school graduate experience ) B .
the greatest percentage of poverty at 12.8% in 2023 residents in poverty by education

- level remained relatively

consistent over the last ten years
200 . . .
o \/\/\/\ with the exception to residents
with less than a high school

10% ,,..-'"‘-""*-..________..-'—-—._.—----..________..-

. ——— — graduate with a rate dropping from
_ 23.4% in 2022 to 12.8% in 2023
0% i
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 (Figure 42).
= ass than high school graduate == High school graduate or equivalency)
—come college, assodate's dagree Bachelor's degrae or highar

Figure 42 Percentage of county residents experiencing poverty by
education level

24 J.5. Census Bureau Eoverly Thresholds, 2024
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8.5%
7.4%
5.6% 5.5%
=
4.5% == 4.8% = 4.8% ~ 4.3% == 4.2% == g 3%
| |
The percentage of residents without health insurance
has steadied in recent years
[ | | [ | | I |

2014 2015 2016 2047 2016 2019 2020 2021 2022

The percentage of residents
without health insurance has
steadied beginning 2021

The county provides low-cost
healthcare to underserved, low-
income and uninsured residents of
Clackamas County. The percentage

- of uninsured county residents

Figure 43 Percentage of county residents without health insurance

continued to trend downwards
(Figure 43).

The ags group wilh the highest
percentage of uninsured
residents was 12 to 64 years

i5h

Ap14 XS 2046 2T 30dE oi0 2020 2001

—— o D18 ee——foog 0 -] ss——jpar £S5
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graduate level sducation reprecent the
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Figure 44 Percentage of residents without heaith
insurance, by age

increased in the last two years.

Figure 45 Percentage of residents without heaith
insurance, by education level

Residents between the ages of 19 and 64 represent the age group with the highest
percentage of uninsured residents, followed by children under the age of 18 (Figure 44)%.
The percentages of both residents under the age of 18 and above the age of 65 have

County residents with less than a high school graduate education represent the highest
percentage of uninsured residents with an increase from 14.6% in 2022 to 20.4% in 2023
(Figure 435). All other categories had a general trend of a percentage of residents without

insurance.

25 The US Census Bureau changed the age groups categories in 2017. Age groups changed from 0-17 to 0-18, and 18-64 to 19-64.

Figure 44 represents the updated categories.
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Economy

Unemployment rates declined after peaking in 2020

According to the Oregon Office of Economic Analysis?®, the outlook on the state’s economy

appears to have lost momentum relative to the nation. At the start of 2024, economic growth
decelerated more sharply at the state level resulting from weak population growth and other
microeconomic factors. In some areas, the county is doing relatively better compared to the

state or nation such as the unemployment rates and per capita income.

o Umemployment rates The unemployment rate measures

- peaked around 7.2% o those who are without employment
8.1% in 2020

and are actively seeking
employment. The county’s
unemployment rate has been on a
decline since a spike in 2020, which

T
6%
5%
4%

3%

Unemployment rates decreased corresponded to the outbreak of
% back to rates prior to the COVID-19 COVID-19. County unemployment
1% outbreak around 3.8% to 4.1%

rates have gone down from 7.2% in
2015 2016 2017 2018 2019 2020 2021 22 Z 2023 2024 202D tD 38@6 In 2[}24 (ngure 46}:
which is slightly below the Oregon

Figure 46 U P t rate ( v adiusied. calend rate of 4.1% and below the United
igure nemployment rate (seasonally adjusted, calendar year
ended December 31) States rate of 4.0%.

0%

| nited States  =————0regon  =———Clakamas County

As of December 2024, Wheeler and Hood River counties have the lowest rates in Oregon at
3.1% and 3.3%, respectively. Grant County, Grants Pass County, and Josephine County
have the highest rates of 6.1%, 5.6%, and 5.6%, respectively.?’

Per capita income continued to steadily grow

s ® Per capita income is considered a
5 @ major indicator of economic health.
g ™ /; Per capita income measures the
= average income eamed per person
= in the county. From 2014 to 2023,
4 Clackamas County hag a higher the average annual per capita
:” :‘I‘Lir;ieﬂ?gs'ge'gncggﬁhe Us income in Clackamas County

increased by 23.8%. Per capita
income in the county was higher
than Oregon and the US (Figure 47).

2014 2045 2046 2017 2018 2019 2020 2021 2022 2023

w— ) nited States  =———=Qregon ==Clackamas Coumty

Figure 47 Average annual per capita income (in thousands, adjusted
for infiation)

26 Oregon Department of Administrative Services, Office of Economic Analysis, Economic and Revenue Forecasts (March 2025)
e Cregon Employment Department, Local Area Unemployment tool, Qualityinfo.org
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The number of businesses in Clackamas County continued to grow

Thousands

uuuuuu

0 Number of businesses increased

13 17.0% from 2019 to 2023
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Figure 48 Businesses in Clackamas Gounty by industry

Another indicator of economic health related to the county’s revenue base is the number of
businesses within the county. In line with the county’'s population (Figure 37), the number of
businesses has continued to grow. In 2023, the county had a reported 18,199 businesses, a
1.4% increase from 2022 (Figure 48).

Number of jobs provided by employers in Clackamas County increased

Thousands

200 Number of jobs increased 2.4%
180 from 2019 to 2022
160 . - [ ] ) [ | [ |
140
170
100
BO
60
40
20
2014 2015 2018 2017 2018 2019 2021 2022 2023
= Trade, Transportation & Utiities ™ Financal & Professional Services ™ Education & Health Services
W Manufacturing W Leisure & Hospitality m Al Government
Construction HOther

Figure 49 Number of jobs provided by employers in Glackamas County, by industry

The number of jobs (including full-time, part-time, and temporary positions) provided by
employers in the county is also an indicator of economic health. From the calendar year
2019 to 2020, the number of jobs decreased with the loss of nearly 10,500 jobs due to the
economic downturn. However, the indicator also reflected recent improvements with the
addition of about 14,200 jobs from the calendar year 2020 to 2023 (Figure 48).

Report Number 2025-01 March 2025
Clackamas County Financial Condition Page 25

Page 81 of 107



The gap widened between real market value and assessed value

o Real market value serves as one of many

g indicators of economic health and will

z experience volatility with the market.
e Total assessed property values, which
B are the basis for property taxes, will not
60— — experience the same level of volatility as
“ Assessed property values continued to provide the real market values due to limitations
20 | relatively stable, less valatile basis for praperty taxes established by several Oregon tax

measures? (e_g., limits on property tax
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 |ncreases} From FY“|5 tD FY24
e me st Ve e Assoned Vel assessed values increased by 9. 5% and

Figure 50 Real market value versus assessed value (in billions, re{'?“ market values increased by 67.6%
adjusted for inflation) (Figure 50).

New construction continued to fluctuate in the last few years

MNew construction figures are based on
Primary Metropolitan Statistical Area

an (PMSA)Z building permits. The value
of new residential construction has

Billions

o g fluctuated since the calendar year 2017
2W resMienial consimucton contiinueg - - .
10 fluctuate with year-overyear changes ranging with 2024 being the lowest during the
from 17.1% decreases o 23.6% increases last ten years. The value of new
= construction units at the highest point

was $4 4 billion in 2021 and at the
el IME T IR 018 10100 1021 012 w3 04 |0we5t pOint was $32 b"“Dn in 20243[]
(Figure 51).

Figure 51 New residential construction in the PMSA (in billions,
adjusted for inflation)

22 peasure 5 (1990), Measure 47 (1996) and Measure 50 (1997)
2% PMSA counties, as Metro: Clackamas, Columbia, Multnomah, Washington, Yamhill (Oregon); Clark and Skamania (Washington)
30 Adjusted for inflation
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Objectives, Scope, and Methodology

In accordance with the Clackamas County FY24-25 audit plan, County Internal Audit
evaluated the financial condition of Clackamas County as of June 30, 2024. The financial
condition of the county’'s component units or service districts were nof included in this
evaluation.

This evaluation was designed to provide an update to the 2024 financial condition report
issued by the Office of County Internal Audit and to support the county’s strategic decision-
making abilities through enhanced financial trend analysis. General objectives for the 2024
Financial Condition Assurance Engagement were to:

* [Independently evaluate the current financial condition of Clackamas County.
* Provide continuity through an update of the prior financial condition report.
» Create transparency for the county.

To achieve engagement objectives, the Office of County Internal Audit, among other
potential engagement activities:

 Used the financial trend monitoring system developed by the International
City/County Management Association (ICMA) and documented in its publication,
Evaluating Financial Condition: A Handbook for Local Government.

» Reviewed financial indicators suggested by the Government Accounting Standards
Board (GASB).

» Analyzed results against identified criteria.

The data analysis in the report generally covers a ten-year period from fiscal year 2015
through 2024. Unless otherwise indicated, data is presented on a fiscal year basis (e.qQ.,
fiscal year 2024 represents July 1, 2023, through June 30, 2024). Financial data is
expressed Iin constant dollars to account for inflation by adjusting dollar amounts from each
prior year to equal the purchasing power of money in 2024 Chart titles indicate if amounts
have been adjusted for inflation.

Information was reviewed for reasonableness and consistency. Data that was not
reasonable or needed additional explanation was questioned and researched. The accuracy
of the source documents or the reliability of the data in computer-based systems was not
audited. The review of data was not intended to give absolute assurance that all information
is free from error. Rather, the intent was to provide reasonable assurance that the reported
information presented a fair picture of the county’s financial condition. As nearly all the
financial information presented was from the county’s Annual Comprehensive Financial
Reports, reliance was placed on the work performed by the county’s external financial
auditors. Unmodified (clean) opinions were given on all reviewed Annual Comprehensive
Financial Reports. While the report offers financial highlights, it does not thoroughly
determine the reasons for negative or positive performance. More analysis may be needed
to provide such explanations.
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About the Office of County Internal Audit

Our Mission — Provide county leadership objective assurance, advice and insight to
optimize county efforts and achievements.

Our Vision — The public:

» engages with an accountable, high performing, and transparent local government
# Is confident that its interests are protected

Our Strategic Objectives - The Office supports Clackamas County by:

focusing on risks to county achievement
promoting continuous improvement
enhancing accountability and transparency
fostering county SPIRIT

building public trust

A G S

Y

Our Professional Standards — The Office of County Internal Audit governs itself by
adhering to The Institute of Internal Auditors’ mandatory guidance, including the:

# Definition of internal auditing
# Code of Ethics
» [International Standards for the Professional Practice of Internal Auditing'

The engagement was conducted in conformance with the Infernational Standards for the
Professional Practice of Internal Auditing.

Our Independence - The County Internal Auditor reports functionally to the Internal

Audit Oversight Committee and administratively to the elected County Treasurer. This
authority ensures the Office is free of undue influence.

QOur Team -

Jodi Cochran, CPA, CIA, CGMA, CRMA, County Internal Auditor
Kathy Yeung, CPA, CIA, Senior Internal Auditor

Contact Us -

Office of County Internal Audit
2051 Kaen Road #460
Oregon City, OR 97045
Office: 503-742-5983

ocia@clackamas.us

31 ptineiina theiia ora/standards-quidance/mandatory-guidance/pages/standards aso
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Clackamas County
Internal Audit Oversight Committee
Meeting Materials
Wednesday, April 9, 2025

ltem #6
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County Internal Audit

Recommendation Monitoring
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Introduction

Audit recommendations
draw attention to conditions
of potential risk to the
county. These risks may be
barrners to the county’s
ability to achieve its strategic
priorities. Supporting the
county’s enterprise risk
management process, the
Office of County Internal
Audit monitors the status of
outstanding audit
recommendations, and the
progress management is
making toward its intended
resolutions.
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Opportunities are being identified — and changes are being implemented

120

audit recommendations
made, drawing attention
to potential risks and
offering ways to avoid
them, ...

...an impressive

5%

have resulted in
improved controls,
processes and county
services...

_..within

24

months or less of initial
implementation effort by
county teams.
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Departments are engaged — and impacting county structures and services

...highlighting

20 18 3

audit reports and different county offices, county teams actively
management letters have departments and engaging in value-add
been published ... programs... recommendation efforts.
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Teams have seen value — and are focused on continuous improvement
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Civil Rights

Updating Title VI Plan
Implementing Plan
elements

Sustaining and
monitoring the Plan

Cybersecurity

v Increasing
capabilities and
capacity
Developing
strategies, policies
and procedures

Information Technology
<

Human Resources

Complaints

v" Reviewing and
enhancing personnel
rules and updating
County Code
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Summary

The Office of County Internal Audit supports the county’s efforts

toward good government. Audit reports support county
transparency. Audit recommendations and status monitoring

support county accountability.
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Thank you

Office of County Internal Audit
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Clackamas County
Internal Audit Oversight Committee
Meeting Materials
Wednesday, April 9, 2025

ltem #7
Risk Assessment & Audit Planning
— Preview Presentation
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Clackamas County Risk
Assessment — 2024 Preview

Facilitated by the Office of County Internal Audit
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You and the county’s risk assessment

LCEssErarai: T ®» Today — Risk assessment 101: Why, How and
consideration of the probable What
material effects of uncertain = April/May — 1:1 Committee member
events. It is the identification, interviews focused on perceived county risks
measurement, and prioritization
of risks ’ > » June 11 — Review of draft results and

' informed development of FY26 Audit Plan

= June 25 — Allocation of Office of County
Internal Audit resources through approval of
FY26 Audit Plan
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Why conduct a risk assessment?

® |dentify, analyze and evaluate potential risks

Professional standards require to the county’s ability to achieve its objectives

us to establish a systemaitic,

risk-based approach to = Provide insight to county leadership and

determine the priorities for inform its decision-making processes

internal audit activities. = Enhance the county’s risk culture and support
a countywide approach to resource allocation

= Support the allocation of the Office of County
Internal Audit limited resources
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How do we assess risk?

Arisk is the potential of an
event happening that could
impact the county’s ability to
achieve its objectives.

Establish a methodology
|dentify auditable units
Define criteria

Calculate risk score

Sort results
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What are the criteria?

Success is dependent on broad
engagement with the risk
assessment process and
strategic consideration of the
results — from top leadership
and throughout all county
employee teams

Survey — Input from key stakeholders via
interviews; # risk claims, # Good Government
Hotline reports, # personnel complaints, results of
litigation

Complexity — Evaluation of the complexity of

processes overseen by the unit; 6 evaluation areas
scored

Financial Impact — Calculation of the value of
expenditure and revenue transactions

Audit Frequency — Recognition of past internal
audits and lapse of time between audits

Strategic Impact — Recognition of formal
participation in Board of Commissioners’ Strategic
Initiative implementation processes
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What does the score mean?

= A general indication that if something were to
go wrong it could have a significant impact

A high-risk score does not mean = An indication that the services or functions a

an auditable unit is being unit is responsible for are, by nature, high
managed ineffectively or internal priority activities with high-risk potential
controls are inadequate. because of factors as:

= having a large amount of revenue or
expenditure;

® having a high level of sensitive assets, such as
cash, election ballots, protected or secured
data;

= management’'s assessment of the control
environment; or

= 3 high degree of public interest.

Page 99 of 107



What happens after?

» The identified potential risks are presented to

Success is dependent on broad county leadership and management teams

engagement with the risk = The county’s strategic decision-making
assessment process and processes are informed by additional data
strategic consideration of the points

results — from top leadership
and throughout all county
employee teams

= An enhanced county risk culture continues to
support transparent countywide resource
allocation

= The Office of County Internal Audit’s limited
resources are allocated through the
committee-approved Audit Plan
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Now & next steps

» The Office will conduct interviews, gather
Wednesday, June 11 information and process data (April / May)

2:00 PM = The Committee meets June 11 to review the
draft results and inform the development of

The Oversight Committee the EY26 Audit Plan

reviews the draft results and risk
scores ®» The Committee holds a special meeting, June
25, to allocate the Office of County Internal
Audit’s limited resources through Committee
approval of the FY26 Audit Plan
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Clackamas County
Internal Audit Oversight Committee
Meeting Materials
Wednesday, April 9, 2025

ltem #8
FY24-25 Audit Plan — 04.09.2025 Status
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FY24-25 Audit Plan

Assurance & Advisory Engagements — Status update
April 9, 2025

(] Complete
[C] In Progress
[[] Planned — Not yet started

Engagements Status

Engagement letter issued January 11, 2024. Fieldwork and testing substantially
complete. Report development in progress. Engagement work paused to accommodate
Financial Condition Analysis and External Quality Assessment engagements. Target

Finance — Asset Management In Progress

report date May 2025.
Courthouse Capital Construction In Progress Engagement letter issued January 10, 2024. Fieldwork and analysis are nearing
Project completion. Report development in progress. Resource allocation to this engagement

has been paused multiple times due to multiple Good Government Hotline investigations
and advisory and administrative activities. Target draft report date May 2025.
Clackamas County Sheriff's Office — Jail In Progress Planning and survey work in progress. Target engagement letter date June 2025. Target

Operations report draft date November/December 2025.

Annual Risk Assessment In Progress Data collection and analysis scheduled for April/lMay 2025. Results to be presented fo
the Internal Audit Oversight Committee on June 11, 2025

Juvenile Department — Youth Services Planned Anticipated timeframe — Begin in June 2025
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Clackamas County
Internal Audit Oversight Committee
Meeting Materials
Wednesday, April 9, 2025
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Quality Assurance and

Improvement Program

Status update
April 09, 2025

QAIP Goals & Activity Status Notes

County Code Complete County Ordinance #05-2020 - September 23, 2020

IAOC Handbook* Complete Oversight Committee onboarding tool; updated March 2025

OCIA Webpage — Public internet Complete Maintenance ongeing; Good Government Hotline updates

Post-engagement customer survey*® Complete Post-engagement survey process fully implemented and
incorporated into ongoing activity.

IAOC Composition Compete Composition includes community membership — New members
(Board Chair and Vice-chair) assigned January 2025.

#*

OCIA Classification Series and Resources Complete Two FTE; Development of County Internal Audit professional
classification series completed December 2022; Preliminary
alignment with industry standards and Oregon market. Continued

monitoring and review of adeguate governance.

OCIA Charter Complete Next annual review — Target October 2025
IAOC Charter Complete Next annual review — Target October 2025
Hotline governance Complete Annual summary reports published; Governance and control

processes being reviewed and revised to reflect new structure
adopted in 2021.

External Quality Assessment Review - Peer COMPLETE An External Quality Assessment Team, facilitated by the Oregon

review™* State Chief Audit Executive Council and the Oregon Department of
Administrative Services, issued a Validation Statement March 31,
2025, concluding the Office of County Internal Audit “Generally
Conforms,” with [|A Standards - the highest rating.

OCIA Policy and procedure manual® In progress Continued development and refinement; substantial
enhancements made in preparing for peer review.
OCIA Webpage — Intranet Not yet started

*QAIP goal & activity included in Performance Clackamas — Strategic Business Plan
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IPPF 1000.C1 The Office of County Internal Audit charter is reviewed with the IAOC to ensure its adequacy and compliance with Standards.

IPPF 1010 The CAE discusses with the JAOC the Definition of Internal Auditing, the Code of Ethics, and the Standards — as documented
within the Office of County Internal Audit charter.

IPPF 1010 The CAE discusses with senior management the Definition of Internal Auditing, the Code of Ethics, and the Standards — as
documented within the Office of County Internal Audit charter.

IPPF 1110 The CAE confirms to the 1AQC annually the organizational independence of the Office of County Internal Audit. FY24-25

IPPE 1111 The CAE communicates and interacts directly with the Board — providing annual activity updates.

IPPF 1130.A1&A2 | The CAE confirms to the IAOC annually the objectivity of the Office of County Internal Audit staff.

IPPF1300 The CAE discusses the results of the Quality Assurance and Improvement Program, including ongoing monitoring of individual FY24-25
engagements, self-assessment results and recommendations, and external peer reviews.

IPPF 2200 through | The CAE discusses with the I[AOC the results of individual engagement quality assurance reviews when presenting engagement

IPPF 2450 results.

IPPF 1312 The CAE discusses with the IAOC the form (full or validation) and frequency of external assessments, including the FY24.95
independence and qualifications of the external reviewer.

IPPF 1320 The CAE communicates the results of the external assessment to the IAOC and the status of recommendations. FY24-25

IPPF 1320 The CAE communicates the results of the external assessment to senior management. FY24-25

IPPF 1321 & IPPF | The CAE addresses with the IAOC the Office of County Internal Audit's use of statements of Standard conformity or FY24.25

1322 nonconformity in engagement communications.

IPPF 2040 The CAE confirms to the IAOC the adequacy of the Office of County Internal Audit policies and procedures, including the IAOC
Member Handbook.

IPPF 2050 The CAE reviews coordination of combined assurance functions within the county.

IPPF 2500 The CAE monitors the status of all management recommendations (internal and external) and communicates the results to the FY24-25
IAQC to ensure that management actions have been effectively implemented or that senior management has accepted the risk of
not acting.

IPPF 2600 The CAE communicates to the [AQC all circumstances in which the CAE has determined that senior management has accepted FY24-25
a level of risk that may be unacceptable to the county organization.

IPPF 2010.A1 The CAE performs and documents an annual countywide risk assessment, incorporating input from the IAOC, Board, and senior

IPPF 2010. C1 management.

IPPF 1210 & The CAE demonstrates to the IAOC how the Office of Internal Audit collectively possesses or obtains the knowledge, skills, and

IPPF1230 other competencies needed to perform its responsibilities. CAE annually confirms compliance with all continuing professional FY24-25
education requirements.

IPPF 1210 A2 The CAE addresses with the IAOC the sufficiency of fraud detection and investigation resources within the Qffice of County
Internal Audit. FY24-25

IPPF 1210 A3 ;rhe CJ&Iiag_dresses with the IAQC the sufficiency of information technology auditing resources within the Office of County FY24-25
nternal Audit.

IPPF 2000 & IPPF | The CAE prepares and presents to the IAOC and senior management an audit plan which adds value to the county organization

2010 and represents a risk-based prioritization of Office of County Internal Audit resources.

IPPF 2020 The IAQC reviews and approves the audit plan, considering resources limitations as communicated by the CAE.

IPPF 2100 through | The CAE formally assesses and contributes to the improvement of county governance, risk management, and control processes.

IPPF 2130.C1 Fy24-25
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