Clackamas County
Internal Audit Oversight Committee
Meeting Materials
Wednesday, October 11, 2023

ltem #1
Draft June 14, 2023, Meeting Minutes



X Minh Dan
Yuong, IAOC
Chair,
Community
Member

< Brian Nava,
County
Treasurer
(non-voting)

B4 Jeff Gibbs,
Community
Member

K Jodi

Cochran,
County
Internal
Auditor

MEETING MINUTES

Internal Audit Oversight Committee

[ ] Vacant, B Tootie Smith, [X]
Community Chair of Board
Member of County

Commissioners

B Kathy B4 Scott

Yeung, Anderson,
Senior Video
Internal Production
Auditor Coordinator,

PGA

Mark Shull,
Vice-chair of
Board of County
Commissioners

Wednesday, June 14, 2023
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Schmidt, Madkaour,
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Administrator Counsel

Guest Presenters: Rod Cook, H3S Director; Denise Swanson, H3S Deputy Director; Brenda Durbin, Social Services Director; Teresa
Christopherson, Administrative Services Manager; Linu Parappilly, Technology Services Director; Dave DeVore, Technology Services

Deputy Director

Presenter/ Staff
Contact

Issue Description

Decision/Action/Assignments

Welcome and
Introductions

Chair Minh Dan
Yuong

Chair Minh Dan Vuong opened the meeting and welcomed the
Internal Audit Oversight Committee members. Jodi Cochran, County

Internal Auditor, performed the roll call.

None
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Issue

Presenter/ Staff
Contact

Issue Description

Decision/Action/Assignments

It was announced that the meeting is a public meeting and is
accessible via ZO0OM to any member of the community who would
like to observe Public comment will not be taken during the meeting
but can be emailed to OCIA@Clackamas.us.

March 8, 2023,
meeting minutes

Chair Minh Dan
Vuong

The draft March 8, 2023, Internal Audit Oversight Commitiee meeting
minutes were presented.

Gary Schmidt moved to adopt the March 8, 2023, draft minutes as
written. Commissioner Tootie Smith, the Board of County
Commissioners Chair seconded the motion. The motion was
approved unanimously

March 8, 2023, minutes
approved as written.

Emergency
Rental
Assistance
Program
engagement
results

Kathy Yeung,
Senior Internal
Auditor,

Rod Cook, H35
Director,

Denise Swanson,
H35 Deputy
Director,

Brenda Durbin,
H3S Social
Services Division
Director

Teresa
Christopherson,
Administrative
Services Manager

Kathy Yeung presented the Emergency Rental Assistance Program
engagement results. Health, Housing and Human Services (H35S)
Director Rod Cook, H35 Deputy Director Denise Swanson, Social
Services Director Brenda Durbin, and Administrative Services
Manager Teresa Christopherson were present to answer questions
and provide additional insight. The presentation addressed why the
engagement is important, what was observed and recommended as
a result of the engagement, and how the Social Services
management team has responded to the engagement.

Informational

Internal Audit Oversight Committee
Meeting Minutes — June 14, 2023
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Issue

Presenter/ Staff

Issue Description

Decision/Action/Assignments

Contact

Information Jodi Cochran, Jodi presented the Information Security Program engagement Informational
Security Program | County Internal results. Technology Services Director Linu Parappilly and Technology
engagement Auditor Services Deputy Director Dave DeVore were present to provide
results ) _ additional insight and details. The presentation addressed why the

Linu Parappilly, engagement is important, what was observed and recommended as

Technology a result of the engagement, and how the Technology Services

Services Director management team has responded to the engagement.

Dave DeVore,

Technology

Services Deputy

Director
Executive Jodi Cochran, The Internal Audit Oversight Committee and presenters convened in | Informational
session: County Internal an executive session under ORS 192 660(2)(f) to discuss exempt
Information Auditor records.
Security
Program Linu Parappilly,
engagement Technology
results Services Director

Dave DeVore,

Technology

Services Deputy

Director
Quality Jodi Cochran, The Internal Audit Oversight Committee resumed its public meeting. Informational
Assurance County Internal
Improvement Auditor The 2022 Audit Plan and the Quality Assurance and Improvement

Program (QAIP)

Program Status reporis were provided. The quarterly reports detail
progress toward achieving the annual Audit Plan and specific County
Internal Audit strategies and goals. Additionally, the Quality
Assurance Improvement Program report serves as a method of
addressing specific Standards and ensuring accountability.

Internal Audit Oversight Committee
Meeting Minutes — June 14, 2023
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Issue

Presenter/ Staff
Contact

Issue Description

Decision/Action/Assignments

Review of the reports at the commitiee meeting are based on
availability of time, and reports are typically provided at a high level.
Jodi provided a status update on the in-progress, temporarily paused,
and upcoming audit engagements.

2023 Audit Plan

Jodi Cochran,
County Interal
Auditor

Jodi presented the 2022 Risk Assessment and proposed FY23-24
Audit Plan. The presentation highlighted the Office of County Internal
Audit's roles and responsibilities, risk assessment results, proposed
engagements, and recommended Internal Audit Oversight Committee
action. The Committee was reminded of the evaluation criteria to be
applied when adopting an audit plan. For each proposed
engagement, the risk score, strategic priority, and insight on the
evaluation standards were provided.

The Committee discussed and provided feedback on the proposed
engagements. The County Administrator expressed concerns
regarding the impact of a construction project audit on his Office’s
team. Two Committee members excused themselves due to other
meeting obligations. Without a quorum, the further discussion and the
adoption of the FY23-24 Audit Plan was postponed to a later date.

Adoption of FY23-24 Audit
Plan postponed to later date.

Special meeting to be
scheduled to address FY23-
24 Audit Plan adoption.

Round Table

All

Committee members provided general comments and feedback.

Meeting
adjournment

Chair Minh Dan
Vuong

With no additional comments from the Committee, the meeting
adjourned at 3:56 p.m.

Next scheduled meetings:

Special meeting for audit plan adoption
Date: TBD
Location: TBD

Submitted by: Kathy Yeung

Internal Audit Oversight Committee
Meeting Minutes — June 14, 2023
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MEETING MINUTES
Internal Audit Oversight Committee

Wednesday, July 26, 2023
1:30 p.m. to 2:00 p.m.

Virtual meeting

< Minh Dan ] Jeff Gibbs, [X] Wilda Parks, [X] Tootie Smith, [X] Mark Shull, M Gary < Stephen

Vuong, IAOC Community Community Chair of Board Vice-chair of Schmidt, Madkour,

Chair, Member Member of County Board of County County County

Community Commissioners Commissioners Administrator Counsel

Member
DJ Brian Nava, [X Jodi [ Kathy 4 Scott

County Cochran, Yeung, Anderson,

Treasurer County Senior Video

(non-voting) Internal Internal Production

Auditor Auditor Coordinator,
PGA
Presenter/ Staff o . . .
Issue Contact Issue Description Decision/Action/Assignments

Welcome and Chair Minh Dan Chair Minh Dan Vuong opened the meeting and welcomed the None
Introductions Vuong Internal Audit Oversight Committee members and the newest

committee member, Wilda Parks. Members introduced themselves in
lieu of roll call. All members were present.

It was announced that the meeting is a public meeting and is
accessible via ZO0OM to any member of the community who would

Internal Audit Oversight Committee
Meeting Minutes — July 26, 2023
Page 1 of 2
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Issue

Presenter/ Staff
Contact

Issue Description

Decision/Action/Assignments

like to ocbserve. Public comment will not be taken during the meeting
but can be emailed to OCIA@Clackamas.us.

Fy 2023 - 2024
Audit Plan

Jodi Cochran,
County Internal
Auditor

Jodi presented the 2022 Risk Assessment and the updated FY23-24
Audit Plan proposed for adoption. The presentation highlighted the
Office of County Internal Audit’s roles and responsibilities, risk
assessment results, proposed engagements, recommended Internal
Audit Oversight Committee action. The FY23-24 Audit Plan was
updated to incorporate feedback from the previous committee
meeting. For each proposed engagement, the risk score, strategic
priority, and insight on the evaluation standards were provided.
Committee members provided general comments and feedback.

Jeff Gibbs moved to adopt the FY23-24 Audit Plan as written.
Commissioner Mark Shull seconded the motion. The motion was
approved unanimously.

FY23-24 Audit Plan approved
as written.

Round Table

All

Mo additional comments made.

Meeting
adjournment

Chair Minh Dan
Yuong

With no additional comments from the Committee, the meeting
adjourned at 1:53 p.m.

Next scheduled meetings:

Wednesday, October 11, 2023
2:00 p.m. to 3:00 p.m.
Location: TBD

Submitted by: Kathy Yeung

Internal Audit Oversight Committee
Meeting Minutes — July 26, 2023
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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

» Enables public officials and residents to assess the
county’s financial condition and fiscal sustainability

» 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

L

CLACKAMAS

COUNTY

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

June 2023
Report by the Office of County Internal Auditor

Jodi Cochren, CPA_ CIA, CGMA. CRMA
County nemal Audior

Kathy Yeung, GPA

Sendor internal Auditor

Minh Dan Vuong, Chakr

Internal Audt Oversght Commitise

Brian T. Nava
County Treasurer
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What We Found

Mareh 2020: Beginning 1000 | InFY22, public protection and health and human services
o 800 of COVID-19 g expenses combined decreased by about $280.6 million; general
§ 700 = government expenditures increased by $146 million
s = a0
500
500 500
In FY22, total revenues were greater
300 than total expenses, resulting in
potential savings. Revenues include 400
00 restricted funds that may or may not be
,on | Between F;(21 and s\gﬂénf J available for general expenditures. .
revenues decrease b an
oo expenses decreased b{f 19%
otz soma sms 2oie sobr  smis soie smo aoa1 s0aa 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Total revenues — =—Total expenses m Generalgovernment  m Public protection  m Healthand humen services m Utilities  m All other programs
Revenue: Expense:
» In FY22, revenues were greater than » FY22 total expenditures lowest in most
expenses recent five years
» Grants and contributions and property taxes » A portion of general government

accounted for majority of the county
revenue sources

expenditures increased during FY22
due to change in funding structure and
classifications
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What We Found

Millions
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Long-term debt increased with
issuance of revenue bond in FY21

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

m Full-Faith and Credit Bonds  m Revenue Bonds W General Obligation Bonds

Umemployment
8% | rates peaked
around 8% in 2020
7%
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3%
. Unemployment rates decreased
back to rates prior to the COVID-19
1% outbreak around 4%
0%
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2021

2022

Financial Health:

>

Long-term debt increased with
issuance of revenue bond in FY21

Capital assets continued to decline
in value

Demographic and Economy:

» Average population growth rate at 1.06%

» Peak unemployment rates around 8% in

2020 and have decreased to around 4%

in 2022
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About the Report

The Financial Condition report can be found on the Office
of Internal Audit website under 2023 Audit Reports

Three Financial Condition reports to date

Key trends and indicators were based on the

International City/County Management Association

Number of key indicators provided: 18

- * Full Report

ai Select Language N Jobs

CLACKAMAS
COUNTY COMMUNITY EBUSINESS DEPARTMEN

N DEPARTMENTS INTERNAL AUDIT

AUDIT REPORTS RESOURCES ABOUT COUNTY
- . — INTERNAL AUDITOR

Internal Audit

The County Internal Auditor, the Chief Audit Executive, provides independent assurance, consulting,
investigative services to the public, employees, and departments of Clackamas County so they can

ABOUT COUNTY
AUDIT REPORTS RESOURCES INTERNAL
AUDITOR

2023 Audit Reports

Emergency Rental Assistance Program: Ensuring Program Compliance with the Eligibility
Criteria (Report #2022-03)

- Executive Summary

* Full Report

Information Security Program: Prioritizing cybersecurity resources and mitigation
strategies is vital to ensuring the county's continued ability to serve (Report #2022-05)

= Full Report
Financial Condition: Assessment of Clackamas County's financial health and fiscal

sustainability (Report #2022-06)

= Executive Summary
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NOTICE

The Office of County Intermal Audit is commitied to providing meaningful access to users of the
report. For accommodations, translations, or additional information, please contact us via email
at ociai@clackamas. us or via phone at 503-742-3983.

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

BrilFitnAERATRERENAFPREAE Y AHONE - SREFEMES  #iEd
B FHEfF ocia@clackamas.us BEiEFT 503-742-5983 S#H11E &.

Oidbwic OKPYHHOMD BHYTPEHHEND 8YOWNTa CTPEMMTCH K NPELOCTABNEHWID PEANBHOND A0C Tyna
NONL30BATENAM OTYETA. [INA YEMT N0 DESMELLEHWID W NEPEBOIY, 8 TAIKKE 38 JONONHWTENEHON
MHPOpMALWMER Bbl MOMETE CBASETLER ¢ HAMKW NO 3NEXTPOHHONA NouTe ocia@clackamas.us unu
Tenedowy S03-742-5983.

Van phong Kiém toan N&i bd Hat cam két cung cap phurong tién phi hop 38 ngudi 2ong tiep
cén bao cao. DE biet 2ong théng tin vé, dich thudt, hodic céc théng tin khée, vui 2ong lién hé
ching t5i qua email ocia@clackamas.us hoac so dién thoai 503-742-5983.

¥npasniHHA BHYTRILUHLOND KOHTPONKD OKPYTY NparHe 3afesneynTy NOBHOUIHHWA JocTyn 40 38iTY
AnA ocid, A 3IBEPTAKTLCA 33 HUM. 3 NUTaEHE WON0 POSMILEHHA, nepexknafis abo oTpUMaHHA
AOATHOBOT iIHGhopMaLl, Dyab Nacka, HANWLLITL HaM Ha ENEXTPOHHY NoWTy ociai@clackamas. us
@00 sarenedoHyWTE 38 HoMepoM 503-T42-5983.

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

Report Number 2022-06 June 2023
Clackamas County Financial Conition Page 2
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A

Executive Summary

The county’s financial health is stable. The county has a balanced budget and the county’s debt,
iquidity, fund balance, and credit ratings are strong. Revenue and expense per county resident
indicators continue to increase. The county needs to monitor its aging capital assets and unmet
infrastructure needs.
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Report Number 2022-06 June 2023
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A

Background

What is the Financial Condition?

This report provides residents and public officials information on Clackamas County’s
financial health. The report uses information—pnmarily 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 with 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

Earvang tha Citrams of Oragen

'I'hHsPI:lh'I'l'l'inH -l.'.l!ﬁ'l:ﬂll.i
HUKGEH P’UBLIC HATURAL ERMUE, B
SEAVICES RESCURACES H\'IL'DPHIHT '\'ITIFMN*

COUNTY- Courry Rasd Symen
e Gy oy
Jn.un:-Emrh Sl & Water E:H'H-
Eaarch B Bsces Comervation Surardng
Ehear i Pl ‘Wector Cantral

Cackmer: Pear notw chu ki avne all molveve. | Lo updated Sarary JI25

Source: Azsociafion of Oregon Counties Shared Services Charf

1 i counties.o ublications/chared-senvices!
Report Mumber 2022-06 June 2023
Clackamas Couwnty Financial Condition Page 4
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Clackamas County’s Financial Condition

This report is intended to provide additional analysis and transparency of the counfy’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.

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., 2022 represents June 30, 2022).

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, Multnomah, 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 nvers
and trnbutanes presently named the Clackamas, Molalla, Pudding, Sandy, and
Willamette. Many of the onginal 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.” 2
2 About Clackamas Courty
Report Mumber 2022-06 June 2023
- Clackamas County Financial Condition FPage 5
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Revenues and Expenses

Why are Revenues and Expenses Important?

Revenues are necessary for a government to provide services fo its residents. Diverse
sources of revenues can help the county weather a downtum in the economy. Expenses
are a govemment'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. Actual
revenues may not equal or may not exceed the total costs of services provided.

Total Revenues Greater than Expenses Result in Potential Savings

—— Within the last ten years
March 020: Beginning k (FY13 to FY22), revenues

o of GOVID-19

o i increased approximatelhy

00 19% (adjusted for inflation).
500 When mmpﬂf&d to the

I FY22, tolal revenuas ware greater

Sdillian

00 than iodal expenses, resufting in : Fy2
poetential savings. Revenuas Inchxla prE'ﬂﬂUS }E'ar { 1 L
o O — resticted fands thet may or may nof be revenues and exXpenses
2En & . avallabse for genaral expendiures. -
" revenues decreased by 6% and g e decreased by approximately
1w | expenses decreased by 10% 6% and 19%, respectively
(Figure 1).

013 o B Inas amin =OLT »oa o b IqI0 plirk Imx

Tolnl everum —Tokal axperaaa

Figure {1 Revenues versus expenses (in millions, adjusted for inflation)

Total revenues greater than expenses result in a revenue overage, and total expenses greater
than revenues result in a revenue shortage. In FY22, revenues were approximately $714.2
million and expenses were $603.4 million®. This meant a revenue overage that created a
potential for savings (Figure 2). Between FY17 and FY21, the county fluctuated between having
small revenue overages and shortages,
meaning the amount of funds receved
(revenues) were about the same as the
amount spent (expenses). It should be I

50 55,0 526

T

51108

Filkans

100 55,7

noted that revenues can include funds R _

that are restricted and may not be | E:'ﬁ
H'ul'ﬂil.ahle fﬂr WI'IET'EI expEl'IditLlrES_ FD-I' 1% Mde s 3 ek r;u FL T -
more information about restricted fund saa A
balances, see the *Financial Health”
section.

Ovarags

b

Savings potential
LR increases may indude
revenues thal are restricted

Shortage

Figurz 2 Revenue overages and shortfallz (in millions, adiuvsfed
for infTation)

3 Excludes legally separate, tax-exempt component units of Clackamas County
Report Mumber 2022-06 June 2023
- Clackamas Couwnty Financial Condition Page &

CLaciarial
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BOD | Grants and contributions and proparty taxes
combmed make up 65%. of county revenue
sources in FY22

Millians

600

ma 204 2015 217

WiSeants and eostrtions W PROperty tases

a0
00

o018 213
W Charges for gouarmmant sanvices

Cherpes for business services. @ Other revenues or miscelanecys B Looging o

200

Figure 3 Revenues by source (in millionz, adjusted for inflation)

Where Does the Money Come From?

Diverse sources of revenues can help the county weather a downtumn in the economy.
Combined, grants and contributions and property taxes accounted for 65% of county
revenues sources in FY22. 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, revenue of
discretely presented component units were excluded as the county has no financial
benefit or burden relationship with the these legally separated, tax-exempt component
units®. Grants and contributions decreased by 21% from the prior year and property
taxes decreased by 4%. Revenues in all other categories had an increase from the prior

year (Figure 3).

Grants and contributions were the largest revenue source

al

&
é 30 Health and human services consistently
2 o recalved tha most grants snd contributions
250
il
120
10
50
A0LE A = 2= 2 [
Wb b SEraTRY & Py ey and Facibes & Pyhi: prodaciion

T R T ELOTENTIR teraadegarma il

mCnbure, sdyration snd e creation @ Housing At W A11 e

mUghting m Beoadband aikty

W T Ty, e and srlat wabar

Figure 4 Grantz and contributions (in milions, adjusfed for inflation)

Grants and contributions
were the largest revenue
source for the county {Figure
4). These revenues included
direct federal, state, and
local funding, as well as
federal funding passing
through the state to the
county. Many programs
were supported by these
revenues.

4 Clackamas County Annual Comprehensive Financial Report for the fiscal year ended June 30, 2022

Report Number 2022-08
Clackamas County Financial Condition

Crackaras
reunTY

June 2023
Page 7
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During the last half of FY20, the |~
World Health Organization
declared the novel coronavirus,
COVID-19, a pandemic.
Assistance for state, local, and
tribal governments to provide
cntical relief and continuing
support during the pandemic
included, and not limited to,
funding through the CARES Act |
through the Coronavirus Relief 3 e
Fund and the American Rescue

i
+

3

M
*

In Fr22, public protection grants
and contripuiigns decreased fom
2365 millian 1o $20,000

- | - |

# Haaks ard humansandoas

10i% 02 ]

i Public ways ard Faclibas BPublk protaction (="

Plan Act®.

Figure § Percentage of grants and confnbutions by revenue

source (adjusted for inflatian)

Significant amounts of 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 3). In FY22, public protection grants and contnbutions significantly decreased.
During this period, the county revised its funding structure and reporting classifications.
A portion of this decrease can be attributed to the change in fiscal reporting.

In FY 22, general govemment activities were 16.0%
more reliant on grants and contributions as the

percentage of general Tund inergovemmental

revenues increased

6.2% —
5% = A7 g 0 £,3% A3 5% - g 6 - 7%

201% 2014 2005 2016 FOAT ADOEF A0 2020 2021 2032

Figure & General fund infergovernmental revenues as a percenfage of
tofal general fund revenues

The county’s general government
reliance on grants and
contributions can be represented
as a percentage of general fund
intergovernmental revenues. This
percentage remained steady from
FY13 through FY21. An increase
of $30 million in general fund
intergovernmental revenues
during FY22 resulted in a
percentage increase from 5% of
total general fund revenues to
16% (Figure 6).

Property taxes have grown an annual average of 5% in the last 10 years

General government programs, as well as library services, were primarily supported by
property tax revenues. In FY22, the county received approximately $206.5 million in
county property taxes’. In the last 10 years, the county received just over $1.71 billion in

county related property taxes, with an average increase of 4% per year (unadjusted).
Since FY14, approximately 71% of county property taxes paid for general county

services.

% U.5. Department of the Treasury COVID-12 Economic Relief Agsistance for State Local, and Tribal Govemments

& State of Oregon Executive Order No. 20-03 signed on March &, 2020
7 Property tax revenue from component wunits and service districts excluded
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Figure 8 Property taxes collected per person
{adjusted for inflation)

About 18% of property taxes collected

within Clackamas County went to the

Rt Paup i o M O county, and the remainder of property

tax revenues were passed to schools
Figure 7 Programs funded with property tax revenue aliocated to and community colleges, fire districts,
g’:u?;ns?, ;n g; Y22; dollar bill chart provided by Clackamas service dIStl'ICtS, and moreé. This
means for every dollar of property

taxes, 18¢ goes to the county. Of that 18¢, about 12¢ were used for general purpose,
three cents for public safety, and three cents 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 (Figure 8).

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

100

| Fees, fines, and charges for sarvices for
i government-type activities increased 1o Fees, fines, and charges ol

| $119 million in FY22 from 387 million in servicas for governmentaltype
and businesss.dype aclivites
were reughly ecual

Milons

200 | FYZ21 (or SBO million unadjusted for inflaton) I

1

Lo

0
33 2Ne xas woia

347 2m: J0% M0 W1 @2 M3 k4 20U 2016 2017 AMA IS 20 200 200F

B Govemmen il -ty A vities W Ausres e type activ ey W SOVOMMANE! Sype St ities " BUENEES Tyo acMDes
Figure 9 Government and business fees, fines, and Figure 10 Govermment and buciness fees, fines, and
charges (in millions, adjusfed for inflation) charges percentages of tofal (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 FY22, fees,
fines, and charges for services for governmental-type activities increased from 52% to
58% of the total fees, fines, and charges for services.

# Clackamas County Budget and Assessment & Taxation
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Figure 11 Govemment fees, fines and charges for 2envices (in millions,
adjusted for infiation)
Health and human services were the largest source of revenue for governmental-type
activities through FY21, and general govemment was the largest source of revenue in
FY22 (Figure 11). In FY22, Health and human services fees, fines and charges for
services increased by about 5.7 million and culture, education and recreation fees,
fines and charges for services increased by about $4.0 million.
™ ]
E & '_E i
- g
40 an

a0
20
10

AMdE 2004 EDAS 3OAE 2007 20AE 2019 RO 200E 2022 283 Pl 3085 e AT 2048 2049 2000 RO1 2OED

Ganaral govemiment, iT no redazifications n FYI2 Gl FrTTIENE, writh i classifications

Fublic prokection; if no recl sdfications in Fr22

Fublic protechion, with new chsstications

Figure 12 General government and public protection fees, Figure 13 General government and public profection
fines and charges for zervices if no reclazsifications® were  fees, fines and charges for services using fhe new

made in FY22 {in millionzs, adjusted for inflafion)

claesifications (in milionzs, aduested for inflation)

As a result of the county’s change in funding structure and classifications in FY22, the
presentation of total revenues by function type (i.e., general government, public
protection, health and human services, etc.) may have changed. Figure 12 provides a
visual of what the fees, fines, and charges for services revenue would look like if the
funding structure and classifications did not change (i.e., public protections funds were
not reclassified as general government funds)®. Figure 13 is shown to provide a
comparison of what the FY22 financial statement stated. Both graphs have been
adjusted for inflation.

Due to the reclassification, approximately $12.4 million of FY22 public protection fees,
fines, and charges for services were grouped as part of the general govemment
function. Excluding the $12.4 million reclassification from public protection, general
government fees, fines, and charges for services increased by an additional $29.3
million in FY22.

# The process of regrouping individual function revenue to what it would have been if no reclassifications were made in FY22
mwolved estimations and professional jedgment and therefore were not based on audited amounts
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Figure 14 Busziness fees, finez, and charges for senices (in
millions, adjvsted for inflafion)

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.

Sanitary, sewer, and surface water and

housing assistance programs generated majority of the business-type revenues
(Figure 14). The total increase in business-type revenue for FY22 was about 4%.

Where Does the Money Go?

L0000 In FY22, public protecticn and Rhealth and human tereses
expenses cambined decreased by about $2850.8 million; general
gavernment expanditures ncresssd by $148 million
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Figure 15 Expendifures by program excluding legally separate,
tax-exempf companent units of the County (in milions, adjusted
for inflation)
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Figure 16 FY22 Expenzes by program compared to 10-year
average (in millionz, adjusted for inflation)

Over a 10-year trend, public protection
and health and human services
expenditures combined have
consistently represented the majonty of
total expenditures. In FY22, general
government expenditures represented
35% of total expeditures™, and health
and human services expenditures
represented 25% (Figure 135). A portion
of the general government expenditures
increase during FY22 was due to the
county’s change in funding structure and
classifications.

In addition to these two largest
expenditures programs, the county
expended resources supporting public
protection, utility, public ways and
faciliies, and more (Figure 16). From
FY17 to FY21, total expenditures slowly
increased. In FY22, total expenditures
decreased by approximately $140.6
million. Public protection expenditures
decreased by about $155.5 million, and
health and human services expenditures
decreased by about $125.2 million.

10 Exchudes legally separate, tax-exempt component units of Clackamas County
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Public protection expenditures shift due to reclassification

Prior to the change in funding structure and classifications in FY22, public protection
expenditures included activities to support the Sheriff's Office, Juvenile department,
District Attorney’s Office, Community Corrections, the Law Library, Public Safety Local
Option Lewvy, and more. Public protection expenditures for the Shenff'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 Department of Community Comections provides supervision of adult
offenders in the community, while 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.
.l 1]
Due to the reclassification, approximately $132

00

Millions

million of FY22 public protection program
expenditures were regrouped and reported as

About $132 million raclassed part of the general government category (Figure

100 from public protection to . - . ;
general government 17). Figure 18 provides a continuation of the
- trend analysis within public protection program
Mo reclassification Mew reclassdication Experﬂitures had there bEEﬂ no fund

classification change in FY22"". Expenditures for
these activities have been proportionately

Figure 17 Comparizon of public protection program consi FY2
expendifures for FY22 before and affer sistent lhrﬂugmm 1.

reclassificationz’ were made (in milionzs)
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Figure 18 Public protection program expenditures if no reclazsifications™ were made in FY22 {in millionz, adjusted
for inflation)

" The process of regrouping individual function revenue to what it would have been if no reclassifications were made in FY22
involved estimations and professional judgment and therefore were not based on audited amounts
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Figure 19 Public profecfion expendifures by funds
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Figur= 20 Comparizon of health and human service
program expendifures for FY22 before and affer
reclassifications™ were made (in milions)

Under the new public protection fund structure
and classification, three funds had public
protection expenditures in FY22: Sheriff's
operating levy, enhanced law enforcement district,
and the law library fund (Figure 19).

Health and human services expenditures
reclassified in fiscal year 2022

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, alcohol and drug
treatment services, mental health and addictions
clinics, and Oregon Health Plan information. ™
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.”

Due to the change in funding structure and
classification in FY22, the aforementioned
divisions (1.e., behavioral health, social services,

public health, etc.) were consolidated into the Health, Housing, and Human Services
(H3S) Fund. Approximately $99.9 million were reclassified into the H3S fund (Figure
20)"8. Figure 21 provides a visual of the trend continuation had there been no changes.

12 Clackamas County Heakh Centers
'* Clackamas County Sgcial Services

" Clackamas County Bchayioral Health
15 Clackamas County Public Health

1€ Clackamas County Children, Family & Community Connections

"7 Clackamas County Communite Development

'8 The precess of regrouping individual funciion revenue to what it would have been if no reclassications were made in Fy22
involved estimations and professional jpdgment and therefore were not based on audited amounts.
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for inflation)

HNCFED,
1% million

Hzalth, Housing, snd
Human Senvioe: Fand,

Clackamas Health S117.7 millen

Lertem,

£34, T il bz

In F¥22, health, housing and human
sorvioes represented the fund with the
meest expenditunes within the heakh
and humen =arvices expendiune
category undar the updated fund
atnucliine and clasaificatan

Figure 22 Health and Human Services

expendifures by fundz under the updated fund

strucfure in milions)

CrACAMAS

Lelfinsurance
fund, a¥%

Fa
mansgemenk

Tund, 18%

Self-Insurance
was 43% of all
FY22 Invernal
Service costs

Technalogy
servmoes fund,
da%

Figure 23 Intemal service fund expendiures

majar program percentages in FY22

Report Mumber 2022-06
Clackamas County Financial Condition

Under the new health and human services fund
structure and classification, three funds had health and
human service expenditures in FY22: H3S, Clackamas
health centers, and North Clackamas parks and
recreation (NCPRD) (Figure 22).

Self-insurance strategy has increased internal
service fund expenditures

Internal service funds account for services and activities
provided by the county for other units pnmarily 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 FY22, self-insurance costs were $31 million and
represented 43% of all internal service costs.
Technology services and facilities management were
the two next largest costs (Figure 23). Removing the
impact of the self-insurance fund, intemal service costs
remained relatively proportionate since FY17 with an
averaged 5% increase from FY17 through FY21 (Figure
24). In FY22, self-insurance fund decreased by $1.1
million and all other internal service fund charges
decreased by 514.9 million.
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Figura 24 Intemal zervice fund expenditures {in milions, adjusted

the county maintained an average

for inflation) I'Elﬂtiﬂrlﬁhip of 5.18 EFT‘I[)ID}I'EES to

1,000 county residents since 2012. At the end ot 2021, the county employed ~5.55
employeas per 1,000 County residents (Figure 26). The fluctuations in the number of
full-time equivalent (FTE) employees over the years reflect the county’s response to
changes in economic factors and funding availability, as well as the demand for county
services.
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Figura 25 Number of FTE by area of government (does nof include temporary employees)

Employee wages, benefits, and

CLACKAMAS

- @ | othercosts continued to
e %30 increase
Fam osw P — As the number of employees
5w a3 increased, workforce compensation
- expenses also increased. Since FY13,
annual increase in wages averaged
- 2012 ro i k] 4 iy 2016 an? HILE xa m mil ;?%i Pgisr;mﬁzrr:gsg ?r?b: o
Figura 28 Counfy employees per 1,000 county residents benefits H\I"EE | 2 3% d ! ngal'ld
other benefits were held relatively stable (Figure 27). It should be noted that due to the
change in funding structure and classifications, the tracking of benefit types in the fringe
benefits category has changed. The “taxes” category, as of FY22, reflected the following
three types of taxes: Employer FICA, Trimet Tax, and Workers Benefit fund.
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Figure 27 Wages, benefitz and other costz (in milions, Figure 28 Benefiis and other costs FY13 fo

adjusted for inflabion) FY22 average percentage
In FY22, total wages and benefits costs totaled around $309 million. On average,
benefits and other costs accounted for 38% of total workforce compensation expenses.
PERS cost and fringe benefits represented majority of these costs (Figure 28).

Increasing expense per capita in the last four years narrowed the
savings potential

Revenue per capita measures the
average revenue eamed by the county
per person in the county. Expense per
: _ capita is the average amount of
etwaan e or capts and oxpensa oy capta (1| | govermment spending by the county to
Savings pobential has namowsd since FYAT Fﬂ"ﬂ'ide sanvices to {:ﬂunw residents.
mi omis ome s omes mo ms ows xw o wx | N FY16, expenses per person
W REEn e D CBORE W ENDENSE DET CHOEY Si'g ni‘ﬁ{:antljlr increased due to the Moro
Figure 29 Expenses and revenues per capita (in dollars, adjusted V. State of Oregon decision and the
for infiation) accrual of pension items. Prior to FY16,

these items were not required to be reported in the county’s financials. Earier trends
from FYOT through FY 16 indicated larger gaps between revenue per capita and expense
per capita. In some years such as FY 13 or FY15, there was a savings potential as the
revenue per capita was greater than the expense per capita. In other years such as
FY12 and FY16, there was a savings shortage as expense per capita was greater than
the revenue per capita.

From FY17 to FY21, both revenue per capita and expense per capita averaged an
increase of 5.8% and 5.6%, respectively™. Between FY17 and FY21, a small savings
potential existed every other year. In FY21, revenue per capital was 530 greater than
expense per capita, a shift from the year before in which expense per capita was $35
greater (Figure 29). In the last four years, increase in expense per capita created
narrowing savings potential as per capita nets were nearly zero.

12 Adjusted for inflation
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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, bndges and 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 fo finance major construction
projects. The bonds are backed by the full faith and credit of the county, within the
limitations of Article X1 of the Oregon Constitution, and are to be repaid from existing
revenue Sources.

Revenue bonds — bonds issued 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®®.

Millicn s

B
n
=

H Ful-Faith and Crediit Bonds i Aewvenue Bonds  il@General Obligotion Bancs

The county’s long-term debt had
steadily decreased until the GO Bond
Senes 2016A and 20168 were issued

in FY17 for the replacement of the

Clackamas 800 Radio Groups’

emergency communications system

and existing radio coverage

expansion. Additionally, Revenue

Obligations Senes 2021 was 1ssued in
118

M6 2007 s wzn o o= | EY21 in the amount of 340 million to
finance capital projects and fund a

Lang-term debt increased with
issuance of revenue bond in FY21

M13 14 200

Figure 30 Long-term dabt (in milions, adjusfed for inflation)

debt service reserve (Figure 30).

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 Aa2 by Moody's. Moody's assigned an Aaa
rating, its highest, to the Full Faith and Credit and Refunding Obligations, Senes 2020.
Moody’s also maintained Aaa rating on the county’s general obligation unlimited tax
bonds and the panity Full Faith and Credit obligations, and a Aa2 ratings on the county’s
Multifamily Housing Revenue Bonds, Seres 2013A (Easton Ridge Apartments Project).

20 Other taxes include ad valorem (general) property taxes, which is a district tax upon all of the taxable property within the County
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Total debt per person continued to increase

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 a steady
increase since FY19. With the exception of the increase from FY 15 to FY16, most
increases were associated with bond issuances. The increase in FY 16 was mainly

3,000 Total debi per County residant increesed dus o aftributed to GASB Statem_ent
GASE reporting requirement recognizing net No. 68 and _” ' Whlﬂh TEQUIrEd
2,500 position liability, 36% of fotal FY21 debt the net pension liability be
- reported on the Statement of Net
Position as a noncurrent liability,
L, 500 increasing liabilities in 2016 by
- $111 million. Net pension hability
represented 38% of total FY21
00 I I I I debt (Figure 31). These GASB
) requirements and the Moro v.
010 2003 2004 2008 2008 2007 2ou8 2018 xoo x| State of Oregon decision also
m Dbt per capita michiding net penssan liabidity et pension lisbility per capita ﬂﬂ:ECtEd PEFIEICIH EJ'EPEI'ISE.

Figure 31 Total debt per county resident (in dollars, adjusfed for inflation)

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 frended downward. For each year analyzed, total
spending for debt was below 10%*' of net operating revenues, which is considered
acceptable and well below a 20%% waming threshold {(Figure 32).

Speniing bess than 10% of nel operating In FY23, the county entered into an
resanue tor debt |15 considerad accepiable EIgI'EE.‘mE'I'Tt fﬂr thE EDI"ISiI'I..IE’ﬁUI'I ﬂf a
new courthouse® using a public-private
partnership. The project value is

.
I aew o S
515 1% .
= | approximately $313 million, and

funding is through Oregon Courthouse
Capital Construction Improvement
Fund, the State of Oregon General

Bk iia s rasa .y FLLE ] fan ] =i 2022

we e Fund, the Oregon Judicial Department,
Figure 32 Debt sendce as a percenfage of nef operating revenues and bUdE]ETEd {:ﬂun‘l}f gEI"IEf3| funds.

21 Evaluating Financial Condition - & Handbook for Local Gowemment; International City/County Management Association [ICMA),
Copyright 2003, Page &3

22 Per ICMA, debt service on net direct debt exceeding 20 percent of operating revenues is considered a potential problem

# Clackamas County Replacement Courthouse Project
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Financial Health

Governmental Fund Balance
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The county budgets on
an annual basis.
Accounting standards
require governments to
report fund balances
based upon constraints
on the use of the
resources reported in the
governmental funds
(Figure 33). The five fund
balance classifications
Pz are: nﬂnﬁperdahle,

Figure 323 Govemmental fund balance in FYZ22 (in millions)

restricted, committed,
assigned and

unassigned. Nonspendable balances are things like inventories. Restrnicted 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 resincted,

committed or assigned.
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Unrestricted general fund balances.
Increased by 12% snce FY13
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Figure 24 General fund unresfricted balances (in millions, adjusfed

foir imflation)
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Unrestricted general fund
balances had increased

Unrestricted balances can include
unavailable revenue, which are
considered unavailable at fiscal-
year 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 spending. Since
FY13, unrestrnicted general fund
balances increased by 82%
(Figure 34).
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General fund balance ratio

fuailable general fund balance Fund bﬂlanoe fﬂh_[.‘r?s-
1084 cansistently graater than 16.7% recognize discretionary
- {two-manth reserve) benchmark B4 funds and the county's
e ability to address one-time
funding needs. The GFOA
- recommends a benchmark
of 16.7% (two months) or
- greater of general fund
reserves®. The county has
- B Wid 245 1066 P47 s iy e i 20el [I)ﬂSiStEﬂﬂ'j met and
SV ST S exceeded this standard for
i Unaasignod Fnd balance rebis - General furd sspeazan baoth gEnEfal fund revenue
T e P T L A p— and general fund expense
Figurs 35 General fund unazsigned balances as percenfages of general fund fund balance ratios for the
revenues and expenses last ten years (Figure 35).
What We Own Versus What We Owe
L e Evaluating the short-term and long-
g
-

130 term relationships between what is
N EEEEREEE owned and what is owed is critical
140 [ 1 total debt primarity due to ; - ;
v [l etoasortporsion ity and st o (Figure 36). The significant increase
om W rew bond series m FY17 and FY21 in net pension liability and the

- continued depreciated value of
a0 capital assets reduced the long-term
am assets to debt ratio.
200

K13 ks ds s 017 XNaE AMS 02X 200l 203%

LRl L L W Aiaatyes oy |osal dendl

Figure 36 Tofal assefs (nef of depraciafion) versusz tofal debt (in
millions, adjusted for inflafion)

1.:'.':".]"!1;' |l:|U|Iﬂ|'I:|I' Carinues i excesd e qul'"dlt}‘ remalned pﬂ-SIIW-E
standard of al least 1 of current

t; assels for every 51 of current liaiblity 14 IJ-ql.lidlt"lp’ i5 rrEaEUl’Ed bY a [aiﬂ Df {;|_||'|'E|"|t

- 577 5% 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

a0 months. A low ratio, below $1 of assets to $1
100 of liabilities is a waming trend. It may

indicate a cash flow problem. County liquidity
had stayed above the 1:1 recommended

LG T Tty — T OF 37 ST S ram f{}l’ thE' I I ten rs {F'gum 3?')-
Figure 37 Liguidify ratio
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Debt ratio remained below

0.54
bar warning trend
042 oo nas n.ag

The debt ratio compares total debt to

. total assets, measuring the proportion
M 015 gm of the county’s assets financed through
debt. The credit industry considers a
Debt ratio of 1.0 or less is good debt ratio of 1.0 or less to be
I I . . . . acceptable. With an averaged debt

ratio of 0.46 between FY17 and FY22,
Ixig il bii: LY i1 HiT Eli e ranl ) BI2d 1023 Glﬂmmaﬂ Cﬂunt}f haﬁ Exm&d thE'
Figure 38 Debt rafio industry standard in the last ten years

(Figure 38).
Capital Assets Are Getting Old

[

551 million [39%) of
aniginal capital assed vale
ramains undapreciated

Miliens
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Figure 25 Oniginal value of
capital assets (govemment &
business-fype activilies) being
depreciated in FY22, 51,4190
The county uses physical infrastructure (capital assets), such as streets and buildings, to
provide services. The condifion 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 nsks early asset failure and increased expenditures.

Figurs 40 Capital assets, net of sccumulafed depreciation {in millions, adjusted
for infiation)

Capital assets include land, buildings, equipment, and infrastructure used for county
services. Infrastructure includes roads and bndges. Accounting standards require assets
to be reported in financial statements at their onginal cost. Donated capital assets are
recorded at estimated fair market value at the date of donation. Depreciable assets are
shown net of accumulated depreciation (Figure 40). Nearly all asset categones had a
steady decline in value. Of the onginal cost, $1,419 million (equivalent to 39%) remained
undepreciated (Figure 39).
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Aging county assets put the

Uedining asset vahes impadt county at nsk for significant

il govermmant and

busine ss-type acivitles
both govemment and
business-type activities
(Figure 41).
The County’s Net
Position has been
Fluctuating

23 2020 ] 2032

e 205 G 7 208 20Ls

i Mot prraenmran ial sctivitias i Nai Buwnam-type actredion

replacement or repair costs,
or service disruptions for

Net position is the difference

Figura 41 Capital assets, net of depreciation by aclivity (in millions, adiusfed between what a gmemn‘nent
for infation)

owns and what it owes. A

change in net position indicates if the county’s financial position improved or declined
based on the decisions and actions from the previous year. Between FY 13 and FY21,
the county’s net position for the pnmary 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 (Figure 28). 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 (Figure 40).
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Tofal county nef position
imcreased by 11% in FY'22
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Figura 42 Net pozifion {in millions, wnadjusfed)
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In FY22, the county's net position
increased by 11% to $1,044 million
(Figure 42). One reason for this was
because of increased total assets of
5152.5 million primarily due to cash from
advanced grant funds and capital asssts
while total liabilities decreased by
5109.8 million due to a reduction in the
accounts payable balance, decreased
net pension, and other postemployment
benefit liabilities.

June 2023
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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

i)

- I The county’s population

: increased from 384,241 in

Thiaseaid

R

gE

S 2012, the County has aweraged a 1.06% growih rabe per vaar _
In 2021, 76.7% of the Counfy's residents were whits, 2012 to 422 537 in 2021,
a 10% increase®®_In the

H E = = - .
last five years, the

L

S L 0l5 10k ? HAE bl

u Wi I T—— - o county’s population had
Term oo Frecra rE o u Blacky#irices Armarican w o cithar rece a‘veraged a ﬂ_?% gl‘mﬂ"
ey I el ALk Wpnes B Harive Hovayia e sred Orher Padi i bdmier

per year. According to the

Figure 43 Counfy populafion (in thousands) most recent census

In 2021, 53% of the data®, the top five fastest growing cities®” in Oregon (by

County's population was percent, not count) from 2020 to 2022 are: Estacada

between the ages o125 11 (23 3%), Comelius (13.4%), Redmond (12.9%), Happy
Valley (12.5%), and Madras (8.2%).

In 2021, 81% of the county’s residents were white (Figure
agesstena | 43)% Majority of the county’s population were between
| the ages of 25 and 64 (Figure 44) with an aging
population. In the last ten years, the percent of residents
ages 65 and older had increased by 41% (Figure 45).

Ages Dt 24
119,142

Ages 65 and owe
RO, 758

Figure 44 Counfy populafion by age in 2029

Ceunty populaben has been aging as the Poverty remained low in the county
perceniage of residents ages 65 and over
- increased by 41% since 2012 The poverty percentage indicator
g - measures the number of low-income
- residents who might utilize county human
T 150 services and health programs. The poverty
100 line 15 defined as the minimum level of
y —_— income necessary to achieve an adequate
standard of living.
Hil2 313 I014 1= Ak 30F 201E 101 X3 03
— i OIS I — g 15 0S4 e Aok G5t e

Figure 45 Counfy populafion by age, 2012 to 2021 (in thouzands)

#5115 Cencys Buregy American Community Survey Demographic and Housing Estimates

%8 Portland State University Population Research Center: Population Exfimate Bepor=, April 2023

7 Analysis performed only over cities in Oregon with a population over 5,000. 30 cities were included in this analysis
25 1).5. Census Bureau data for 2020 was based on 3 S-year estimate; all other years were based on 1-year estimates
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Percentage of Clackamas County residents
in poverly has increased (o B.3%
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Figure 46 Percenfage of counfy residenis experiencing powverty

In 2022, a family of four with two
children under two and a gross
yearly income of $29,678 or less
would be considered living in
poverty™. In 2021, Clackamas
County had the second lowest
poverty level in Oregon for families
at 5.5% and lowest poverty level by
population at 8.3% {Figure 46).

The percentage of Tam®
residents ages 65 and
older in poverty had
remained relatively stable
averaging 7.4% in the last | ***
five years. The 6.0%
percentage of residents 2k

1 240

1000%%:

had increased from 5.9% o
in 2019 to 9.7% in 2021 T sms e

- Farcentage of residents in poverty continued 1o increase in all
ages Zero to 17 in pt]"u'EI'l'jI' 2 0% e groups; 2ero to 17 age group most significant
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Figure 47 Percenfage of county residents expenencing poverfy, by age

Residents with less than a high school graduate expedance

— iha grealest percantage of poverty at 20.3% in 2021

i ___———_m-—__,-f
15%
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200 2015 1014 3015 Ml 2047 201E 2009 203 M2l
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Figure 48 Percenfage of counfy residenfs experiencing powverty by
education level
The number of ressdents without
115H = 11.0% healih insurance has been on a
\ downward trend in recent years
B.5%
T.4%
F.0% - N 5.5%
45 e LBE w08 = e

2 2013 a4 xS 2016 B0AY 201E 2019 RDe0 2021

Figurs 43 Percenfage of counfy residenis withou! health insurance

23 .5 Census Bureau Poverty Thresholds, 2022
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The percentage of county residents
in poverty by education level had
remained relatively consistent over
the last ten years with the exception
to residents with less than a high
school graduate (Figure 48). Four
percent of county residents with a
bachelor's degree or higher

expenenced poverty.

Residents without health
insurance began to trend
downwards

The county provides low-cost
healthcare to underserved, low-
income and uninsured residents of
Clackamas County. The percentage
of uninsured county residents
continued to trend downwards
{(Figure 49).
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" Rexsidents with less than 8 kigh sehaal

The age grown with the highest pradunte kaval educaion represan ihe
percantags of unnaured highest percertage af urinsured residents

rasidents was 19 to 64 years
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Figurs 50 Percenfage of residents without health insurance, Figure 51 Percenfage of residentz without heaifh
by age insurance, by education fevel

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
50)*. The percentages of both groups have decreased in the last two years.

County residents with less than a high school graduate education represent the highest
percentage of uninsured residents (Figure 51). Overall, the general trend was a
decrease in percentage of residents without insurance.

* The US Census Bureau changed the age groups categories in 2017. Age groups changed from 0-17 to 0-13, and 12-64 to 10-84,
Figure 50 represents the updated categories.
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Economy

Unemployment rates declined after spike in 2020

| DR ST — RO mn | rbi@ir@ s Comyi iy

= Umemgloyment The unemployment rate _

e rales peaked measures those who are without

% around §% in 2020 employment and are acfively

EE seeking employment. The

™ county's unemployment rate has

a6 i been on a decline since a spike

= in 2020, which corresponded to
Unemployment rates decreased ’

= back o rales prior o e COVID-1¢ | the outbreak of COVID-19.

1% outbreak around 4% GD'I..II'It'j LII'IEI'I'IF]|D'}"H"IE-‘I"It rates

- mi1 i Bl W15 nle W17 2048 Hia 3 Wil mnn ha"l"e ng‘ dﬁwn frDm ?-2% in

2020 to 3.8% in 2022 (Figure

52), which is slightly below the

Figura 52 Unemployment rafe (seasonally adjusted, calendar year ended
December 31) Cregon rate of 4. 2% and below

the United States rate of 3.6%.

As of December 2022, Wheeler and Sheman counties have the lowest rates in Oregon
at 3.2% and 3.4%, respectively. Grant County and Klamath counties have the highest
rates of 6.7% and 6.4%, respectively.*'

Per capita income continued to steadily grow

Per capita income i1s
considered a major indicator
of economic health. Per
capita income measures the
average income eamed per
person in the county. In the
last ten years, the average
annual per capita income in
Clackamas County increased
approximately 22% (adjusted
for inflation). Per capita
income in the county was
higher than in Oregon or the
US (Figure 33).
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average annual per capita

income than Oregon and the US
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Figure 53 Average annual per capita income (in fhousands, sdiusfed
for inflation)

1 Oregon Employmient Department, Local Area Unemployment tool, Gualityinfo.org
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The number of businesses in Clackamas County continued to grow

. 2 Number of businesses increased
518 18% from 2012 to 2022
EER R
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Figure 54 Businesses in Clackamas Counfy 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 43), the
number of businesses has continued to grow. In 2022, the county had a reported 17,946
businesses, an 18% increase from 2018 (Figure 54).

Number of jobs provided by employers in Clackamas County increased

B Mumber of jobz increased 3% from
80 2018 to 2022
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Figure 55 Number of jobs provided by employers in Clackamas Coundy, 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 downturm. However, the indicator also reflected recent improvements with
the addition of almost 12,500 jobs from the calendar year 2020 to 2022 (Figure 53).
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The gap widened between real market value and assessed value

100

Billions
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Assessed property values continued to
provide relatively stable. la3s volatie basis for
properly taxes. Real market value holding
steady may indicate a plateaving economy.

4014 201> s ANT  AdE A9 A0 a1 ZNS

e Matet velue  s—csessed Value

Real market value serves as one of
many indicators of economic health
and will expenence volatility with
the market. Total assessed
property values, which are the
basis for property taxes, will not
experience the same level of
volatility as the real market values
due to limitations established by
several Oregon tax measures™
(e.g., limits on property tax
increases). From FY14 to FY'19,

assessed values increased by 16%

Figure 56 Real markef value wersus assessed value (in billions,
adjusfed for inflafion)

and real market values increased
by 53% (Figure 56).

New construction continued to fluctuate in the last few years

Billiomns

MNew residential construction conlinued to
fluctuzte smce 2017 wilh year-ower-year
changeas ranging from 10% decreases o

4% increases

i a3 A¥L4 DS i1 M7 218 Hig 0l

e

Figure 57 New residenbial construction in the PM3ZA (in bilions,
adjusted for inflation)

%2 Measure 5 (1220), Measure 47 (1985) and Measure 50 (1087}

New construction figures are based
on Pnmary Meftropolitan Statistical
Area (PMSA)® building permits. The
value of new residential construction
has fluctuated from calendar years
2017 to 2021. At the lowest during
this period, the value of new
construction units was $3.05 billion in
2020; at the highest, the value was
$3.77 billion in 2021* (Figure 57).

32 PMSA counties, as Metro: Clackamas, Columbia, Multnomah, Washington, Yamhill (Oregon) Clark and Skamania (Washington)

* Adjusted for inflation
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Objectives, Scope, and Methodology

In accordance with the Clackamas County 2022 amended intemal audit plan, County
Internal Audit evaluated the financial condition of Clackamas County as of June 30,

2022 The financial condition of the county’s component units or service districts were
not included in this evaluation.

This evaluation was designed to provide an update to the 2020 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 2022 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 fransparency 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 Intemational
City/County Management Association (ICMA) and documented in its publication,
Evaluating Financial Condition: A Handbook for Local Government

+ reviewed financial indicators suggested by the Govemment Accounting
Standards Board (GASB)

¢ analyzed results against identified cntena

The data analysis in the report generally covers a ten-year period from fiscal year 2013
through 2022. Unless otherwise indicated, data is presented on a fiscal year basis (e.g.,
fiscal year 2022 represents July 1, 2021, through June 30, 2022). Financial data is
expressed in constant dollars to account for inflation by adjusting dollar amounts from
each prior year to equal the purchasing power of money in 2022. Chart tittes 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 financial information presented were 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 govemment
#* Is confident that its interests are protected

Our Strategic Objectives — The Office supports Clackamas County by:

focusing on risks to county achievement
prometing continuous improvement
enhancing accountability and fransparency
fostering county SPIRIT

building public trust

LU O U U

Our Professional Standards - The Office of County Intemnal Audit governs
itself by adhenng 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 Office does not fully conform to the Standards fo the extent the Office has not yet
received an external review. Obtaining an external peer review is one of the Office’s

performance goals.

Our Independence — The County Intemal 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.

Our Team -

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

*® hitps.ina.theiia.erg’standards-guidance/mandatory-guidance/pages/standards. aspx
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Clackamas County
Internal Audit Oversight Committee
Meeting Materials
Wednesday, October 11, 2023

ltem #5
Civil Rights: Title VI Public Notification
and Complaint Management —
Management Letter Presentation
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Civil Rights:
Title VI Public Notification and Complaint
Management

Management Letter by the Office of County Internal Audit

Page 47 of 108



Why the Audit is Important

Compliance with federal regulation ensures eligibility for current and

future federal funding.

» The county must meet nondiscrimination
requirements to be eligible for federal funding.

» The Department of the Treasury may conduct
reviews with the county to verify compliance with
civil rights regulatory requirements.

» The county’s civil rights complaint processes should
be accessible and recognizable by county residents
and stakeholders.

Jodi Cochran, C?d (‘M CGMA. CRMA
‘ - " hermal Andtor

CLACKAMAS. Office of Coumty Internal Andit
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vkl Gareices Suiing
201 Faur Mnmd. Bt 830 | Sowgon Cay. G 7042

Dam: AU 31, 2023
To: Giary Bchmidt, Counky Adminisiator
Copy:  Clackamas County Boarg of Commissioners
Clackamizs County INemal Ausdit Cversint Comimittce
From:  Jodi Gochran, Gounty nfemal Audior
Subject: il Rights — Titie 41 Putic Notitcalion and Compiaint Management

Results Summary
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What We Found

The county has not fully implemented its Civil Rights Title VI Plan and
lacks countywide civil rights compliance data.

» Current resources and processes within the county do not ensure:

» Easy, countywide public awareness and access to the county’s civil rights complaint
process

» Effective countywide complaint management
» The following items are not readily available or could not be located for review:
» Registry and contact information of department liaisons
» Department accomplishment reports
» Annual department reports of Title VI compliance activities
>

Public signage with reference to the county’s nondiscrimination policy or how to file a
Title VI complaint

» Only one department identified the department civil rights coordinator on their
public-facing website

b Ptjblic users must click through four consecutive links to access the county’s Title VI
Plan
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What We Recommend

Three recommendations made for more robust Title VI compliance efforts.

Review and update the county’s 2017 Title VI Plan.

Implement key governance elements of the county’s Title VI Plan.

~ Clearly identify and provide easy public access to the Title VI Plan.

~ Develop and enhance countywide public notification standards.

~ Clearly identify and provide easy public access to the civil rights complaint process.

~ Consistently collect and report countywide civil rights complaint data.

Develop a plant to fully implement, sustain and monitor the county’s
Title VI Plan countywide.
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What is Being Done

County Administration has agreed with all three recommendations.

» Management has acknowledged the potential risks and agreed to implement
mitigating actions.

» No specific implementation details have been provided for each individual
recommendation.

» The Office of County Internal Audit will revisit the engagement and conduct a
program status update review.
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‘ Jodi Cochran, CPA, CIA, CGMA, CEMA

CLACKAMAS
COLUMTTY

County Internal Anditor

Office of County Internal Audit

Public Services Building
2051 Kaen Road, Suite 460 | Oregon City, OR 87045

Date: August 31, 2023
To: Gary Schmidt, County Administrator
Copy: Clackamas County Board of Commissioners

Clackamas County Internal Audit Oversight Committee
From: Jodi Cochran, County Internal Auditor
Subject: Civil Rights — Title VI Public Notification and Complaint Management

Results Summary

The Office of County Intemal Audit designed an assessment of the county’s compliance
with the public notifications and complaint process requirements of Title VI of the Civil
Rights Act of 1964. The objective of this engagement was to provide residents and
public officials an independent, high-level maturity assessment of the county’s efforts to
ensure compliance in those areas. Through transparent evaluation, county residents,
public officials and stakeholders are provided objective assurance the county is
complying with federal regulations and continues to be eligible for federal funding.

The county has not fully implemented its Civil Rights Title VI Plan’, as published on the
county's internet site, and lacks countywide civil rights compliance data. Focusing on
the federal requirements within Title V1 of the Civil Rights Act of 1964 to notify the public
of the county’s nondiscrimination policy and to manage complaints received, we found
that the current resources and processes within the county do not ensure:

¥ Easy, countywide public awareness and access to the county’s civil rights
complaint process, or
» Effective countywide complaint management.

Three recommendations are made for more robust Title VI compliance efforts. We
recommend the county:

¥ Review and update the county’s 2017 Title VI Plan.
¥ Implement key governance elements of the county’s Title VI Plan.
o Clearly identify and provide easy public access to the Title VI Officer and
department liaisons.

! Clackamas County Civil Rights Title V| Plan, Updated 01.00.2017
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Office of County Internal Audit

o Develop and enhance countywide public notification standards.
o Clearly identify and provide easy public access to the civil ights complaint
process.
o Consistently collect and report countywide civil rights complaint data.
v Develop a plan to fully implement, sustain and monitor the county’s Title VI Plan
countywide.

Detailed recommendations are presented in the attached recommendations table.

Background

There are a number of federal laws addressing
civil ights and prohibiting various types of
discrimination. While not an exhaustive list, the
county's 2017 Civil Rights Title VI Plan identifies
11 federal nondiscrimination statutes? and
seven federal nondiscrimination executive
orders®, as well as two selected Oregon Revised
Statutes®, which impact county operations and > Civil Rights Act of 1964

service delivery. » Mational Environmental
Palicy Act of 1963

The Civil Rights Act of 1964 is among the most » Uniform Relocation

) . - Aszistance & Real
pmmlnent federal EIUH'IDI'I'E";’. To be EIIQIDIE for Property Acquisition

Non-Discrimination

k- Americans with
Dizabilities Act (ADA}

- Faderal-aid Highway
Act & 1973 Act

I Age Discrimination
Act of 1975

federal funding, thg county must meet thfe Policies Act of 1870 » ORS 6594030
requirements of this law and others relating to » EC 113166 » ORS a3
nondiscrimination and nondiscriminatory use of b EO 12698 '

federal funds. Figure 1 Relotionship between Title W and other civil rights lows —

not g complete populotion of lows; Figure designed by the Office of

The Civil RightS Act of 1964 was Signed iNto 1AW county internal Audit based on Federal Highway Administration

to prohibit discrimination on the basis of race, original image.

color, religion, sex, or national origin in public spaces and facilities, and prohibited
employment discrimination. Title VI, as part of the Civil Rights Act of 1964, “prohibits
discrimination on the basis of race, color, and national origin in programs and activities
receiving federal financial assistance™. The term “program or activity” is broadly
defined by the United States Code. To implement Title VI, virtually every executive
agency that grants federal financial assistance has promulgated Title VI compliance
regulations.® The county is potentially subject to various nondiscrimination compliance
regulations, some countywide while others are more isolated to a specific program. The

* Tifle VI of the 12564 Civil Rights Act. Age Discrimination Act of 1875; Uniform Relocation Assistance & Real Property Acquisition
Polices Act of 1970; Federal-aid Highway Act. 1973 Federal-aid Highway Act; Civil Rights Restoration Act of 1287, Uniform
Relocation Act Amendments of 1087. Amernicans with Disabilifes Act, Civil Rights Act of 1921; Title VI of the 1083 Civil Rights Act
Mational Environmental Policy Act of 1068

3 Executive Orders 12250, 12250, 12292, 12893, 13180, 13166, 13175

4 ORS 8594.030, ORS 05984402

® .S, Department of Justice Civll Rights Division

? Federal Register, Notice by the Justice Department, &/ 1&“2EIEIII

Page 2 of 13
Civil Rights Cempliance Program, #2022-04

p. 503.742.5993 | Countv Intemnal Audi
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Office of County Internal Audit

county's Title V1 Plan states, “All programs of Clackamas County are subject to [the]
policy regardless of funding source.”

The United States Department of the Treasury has established implementing
regulations that prohibit recipients of federal financial assistance from the Department of
the Treasury from denying benefits or services, or otherwise disciminate on the basis of
race, color, national origin (including limited English proficiency), disability, age, or sex
(including sexual orientation and gender identity). When receiving federal funds from, or
made available through, the Treasury, the county is required to provide written
assurances of compliance with civil rights requirements.

The United States Department of the Treasury’s “Assurances of Compliance with Civil
Rights Requirements” document defines 10 assurances which “apply to all of the
operations of the Recipient’s program(s) and activity(ies), so long as any portion of the
Recipient's program(s) or activity(ies) is federally assisted. . " Assurance number eight
states:

“Recipient shall maintain a complaint log and inform the Department of the
Treasury of any complaints of discrimination on the grounds of race, color, or
national origin, and limited English proficiency covered by Title VI of the Civil
Rights Act of 1964 and implementing regulations and provide, upon request, a
list of all such reviews or proceedings based on the complaint, pending or
completed, including outcome. Recipient also must inform the Department of the
Treasury if Recipient has received no complaints under Title V1"

The Department of the Treasury conducts compliance reviews of its recipients to verify
compliance with civil rights regulatory requirements. If voluntary compliance cannot be
achieved, the Department can defer action on an application for federal funding
assistance, issue a cautionary letter, deny funding, or refer the matter to the Department
of Justice for other action as authorized by law.”

Between July 1, 2021, and June 30, 2022, the county expended nearly $139 million in
federally awarded funds and passed over $14 million onto subrecipients. This amount
will increase over the next few years as county expenditures relating to COVID-19
federally funded response, relief and recovery activities continue. The American Rescue
Plan Act (ARPA) federal assistance received by the county in 2021 and 2022
represents only a portion of the COVID-19 federal awards received and anticipated.
According to the audited Schedule of Expenditures of Federal Awards for the fiscal year
ended June 30, 2022, the county had spent only a fraction of the $81.1 million ARPA
assistance received by the county. The United States Department of the Treasury
administers funds allocated by the American Rescue Plan Act.

" U3 Deparrment of the Treasury Civil Rights Toolkit, May 2022

Page 3 of 15
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Scope

The previous image, Figure 1, demonstrates how nondiscrimination laws, regulations,
policies and programs create a broad umbrella. However, only a limited number of
nondiscrimination laws and regulations were included and many more exist which the
county may be subject to. This engagement focused on an auditable subset of these
elements. While narrowly focused, observations and recommendations generated
during this engagement support the county’s ability to meet the nondiscrimination
regulatory and operational expectations, as a whole.

Won -Discrimination
|
| | |
AmaTaEns. with Hafiznal Federal-aid Age |iniam "
g | | Disabiities Act | | Enwronmnial | | Hirway A& | | Discrminaton Redncaiion Lagistang
LAallAy Friicy At of 1873 Act Aot ol 18975 Assisiance &
1969 R Propaty
[ 1 Bomnshion
Policias Ack of
Title W1 Other Tilles 1870
|
Public nofice Complaints Qther
Raquiemarts Ky
| Out af Scope
External Emplayes [ wenin Scope
complainks complants

Figure 2 Nondiscrimingtion elements within the scope of the Office of County internal Audit Chil Rights Complignce assurgnce engagement;
Figure designed by the Office of County internal Awdit

The original scope of this engagement was designed to assess the county’s civil rights
compliance program maturity level with respect to the county’s public notice and
complaint processes. Three engagement questions were posed:

.

¥ Are the county principles of nondiscrimination and its civil rights complaint
process accessible and recognizable by county residents and other
stakeholders?

¥ Does the county’s civil rights complaint process ensure effective complaint
management?

¥# Do the current nondiscrimination principles and complaint processes ensure

equitable access to services or service delivery?

The assessment activities attempted to evaluate:

¥ Public notices made available during the period of January 2022 through
fieldwork (June 2023), and

¥ Title VI of the Civil Rights Act of 1964 complaints received by the county during
the period of January 2018 through January 2023.

The engagement did not attempt to address or validate the specific resolutions of
individual complaints received.

Page 4 of 15
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Office of County Internal Audit

Prior and existing activities were considered in scoping this engagement. An internal
audit was conducted in 2018 that assessed the county’s Human Resources complaint
investigation processes. Cumrent county efforts are assessing and developing the
county's ability to provide services to clients with limited English proficiency. Thus, in
answering the three engagement questions, the engagement also did not:

¥ Address Equal Employment Opportunity complaints or internal civil rights
complaint procedures.

v Review the effectiveness of the county’s approach to providing services to clients
with limited English proficiency.

The scope and methodology of this engagement was refined during our fieldwork due to
the limited implementation of the county’s Title VI Plan and the lack of data
demonstrating the county’s compliance with this Plan. Our recommendations reflect a
need for the county to take the actions previously identified in its 2017 Title VI Plan.
Additionally, due to the significant COVID-19 federal assistance received by the county
from the United States Department of the Treasury, the primary criteria applied as part
of this revised scope was the Department of the Treasury's Title VI implementation
regulations — including, the Department's “Assurances of Compliance with Civil Rights
Requirements” document.

Communication Protocols

As the County Administrator, you are receiving this management letter and are
responsible for any formal response to the engagement results. The Board of County
Commissioners is copied on this document. In accordance with professional auditing
standards, the Clackamas County Internal Audit Oversight Committee will also receive a
copy of the management letter.

Supporting the County's focus on building public trust through good government and of
the Office of County Internal Audit's focus on cultivating a culture of cooperation and
continuous improvement, this management letter may be published on the Clackamas
County Office of County Internal Audit webpage. All formally submitted management
responses to the recommendations made will be included with any published
management letter.

Mext Steps

You are encouraged to take the recommended actions. Recommendations resulting
from management letters are not automatically considerad during routine County
Internal Audit monitoring and reporting activities. If you would like the Office of County
Internal Audit to assist with monitoring your intended responses, please provide formal
written responses to the recommendations by September 30, 2023. Each response
should indicate whether you agree or disagree with the recommendation. Additionally, if
in agreement, each response should indicate:

Page 3of 15
Civil Rights Cempliance Program, #2022-04
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¥ What action will be / has been taken.
¥ Who will be / was responsible for implementation.
¥ When will / was the action completed.

On an annual basis, if not more frequently, the Office of County Internal Audit reviews
and provides assessments of management’s progress toward stated goals and
implementation of recommended actions. The 2023 County Internal Audit monitoring
activities are scheduled to start in November 2023.

I am happy to address questions regarding this engagement process and results.

The Office of County Intemal Audit appreciates the opportunity to support our county
teams through independent assurance and advisory services. Proactively identifying
steps to streamline processes, strengthen controls, and mitigate risks significantly
enhances our ability to achieve our objectives. Through transparent evaluation, county
residents, public officials and stakeholders are provided objective assurance the county
is complying with federal regulations and continues to be eligible for federal funding.

Together, we demonsirate our Clackamas SPIRIT, build trust through good
government, and strive for a collaborative county culture committed to continuous
improvement.

Page 6 of 13
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ATTACHMENT A: RECOMMENDATIONS FOR IMPROVEMENT

CIVIL RIGHTS PROGRAM — RECOMMENDATIONS FOR IMPROVEMENT

Title VI Plan. Clearly establish
position authority for plan
implementation and
management.

old, last updated in January 2017. Demonstrated
implementation of the county's Title VI Plan is
limited.

The Plan objectives and govemance structures
may no longer be adequate; reflective of changes
in federal, state and local nondiscrimination
regulations; or representative of the county's Title
VI compliance approach. This increases the risk
that the county may lose state and federal
funding.

While the Plan states the "administration of the
Clackamas County's Civil Rights Title VI Program
of this plan is housed with the County's Title VI
Officer," a team - "a collaboration of County
Administration, County Legal Counsel and
Finance" - is assigned the authority to conduct
three key prescribed activities:

1. "Approve updates to the County Title V1 Plan
as needed and/or required.”

2. "Ensure coordination of Accomplishment
Reports.”

3. "Review and ensure resolution of Title VI
Complaints received by the County "

Clear position authority and responsibility will
enhance accountability.

Item | Recommendation Observations Management Response
# — To be completed by
management
1 Review and update the county’s | The county's Title VI Plan is more than 6.5 years | Please answer the

following questions:

Does management agree
or disagree with the
recommendation?

If management agrees.

VWhat action will be taken
to address the
recommendation and
resolve the condition?

Who will be responsible for
taking this action?

When will the action be
complete?

Page T of 15
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ATTACHMENT A: RECOMMENDATIONS FOR IMPROVEMENT

CIVIL RIGHTS PROGRAM — RECOMMENDATIONS FORIMPROVEMENT

elements of the county’s Title VI
Compliance Plan.

Item | Recommendation Observations Management Response
# — To be completed by
management
2 Implement key governance

2a

Coordinate with every
department director and elected
official to identify and maintain a
registry of the department
contact and Title VI liaison for
each depariment or elected
office.

The county's Title VI Compliance Plan, last
updated in January 2017, establishes a
governance structure which assigns
responsibilities for ensuring compliance with Title
VI. The defined roles and responsibilities include
a Title V1 Officer and department liaisons.

The county's Title V1 Plan's Policy Statement
indicates all county programs are subject to the
paolicy regardless of funding source.

Mo registry of department liaisons could be
located for review.

Contact information for a department liaison
within every county department or office is not
readily available.

Consistently meeting the expectation of the
county's Title V1 Compliance Plan is unlikely
without consistent and available resources to train
and coordinate with.

Please answer the
following questions:

Does management agree
or disagree with the
recommendation?

If management agrees:

What action will be taken
to address the
recommendation and
resolve the condition?

Who will be responsible for
taking this action?

When will the action be
complete?

Page B of 13
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ATTACHMENT A: RECOMMENDATIONS FOR IMPROVEMENT

CIVIL RIGHTS PROGRAM — RECOMMENDATIONS FORIMPROVEMENT

contact information for the Title
VI Officer and the department
Title VI liaisons on the county's

Civil Rights internet site.

departments and offices indicated one
department, Transportation and Development,
identified the department civil rights coordinator
(liaison) and provided contact information. None
of the department websites reviewed explicithy
provided the county Title V1 Officer contact
information or a link to the county’s Title W1 Plan.

While all county webpages have a footer shortcut,
“Civil Rights, Equity and Workforce Character,” a
public user must follow four consecutive links to
gain access to the county’s Title VI Plan
document. The Title VI Officer's contact
information is on page 3 of the pdf document.
There is no contact information for individual
department liaisons within the county’s Title VI
Plan.

While difficult to locate, the response time to an
inquiry sent to the provided Title V1 Officer contact
email address was commendable. The Equity and
Inclusion Office received the test email and
responded within less than one hour.

Without easily accessible contact information, the
public’'s ability to notify the county of a civil rights
complaint and the county’s ability to respond are
impaired.

Item | Recommendation Observations Management Response
# — To be completed by
management
2b C'Eﬁﬂ'}l’ pDSt and maintain A review of the pLIlJ”E websites for 22 cou nt\;' Please answer the

following questions:

Does management agree
or disagree with the
recommendation?

If management agrees:

What action will be taken
to address the
recommendation and
resolve the condition?

Who will be responsible for
taking this action?

When will the action be
complete?

Page 3 of 13
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ATTACHMENT A: RECOMMENDATIONS FOR IMPROVEMENT

CIVIL RIGHTS PROGEAM — RECOMMENDATIONS FOR IMPROVEMENT

key roles and responsibilities, as

stated in the county’s Title VI
Plan, to all Title VI liaisons.

demonstrated a general lack of familiarity with the
county’s or department's civil rights complaint
process.

The Plan states, "The County will undertake the
following activities.._Conducting or facilitating
training programs on Title V1 issues and
requiations for County employees and ensuring
Title VI training is provided for contractors and
subrecipients.”

Without identified and adequately trained internal
resources, the county's ability to ensure adequate
public notification of the county’s federal
obligations and complaint processes is limited.
Additionally, the county’s ability to provide
consistent and effective complaint intake and
management is weakened.

Item | Recommendation Observations Management Response
# — To be completed by
management
2c Provide overnview training of the Site-visits of publi{:—fa{:ing cou nt'_-,r departments Please answer the

following questions:

Does management agree
or disagree with the
recommendation?

If management agrees:

What action will be taken
to address the
recommendation and
resolve the condition?

Who will be responsible for
taking this action?

When will the action be
complete?

2d

Establish, and implement
countywide, minimum public
notice standards to support
departments and ensure
adequate public notification of

the county's federal obligations

and complaint processes,
including posting of written

A review of the public websites for 22 county
departments and offices indicated one division of
one department, Transportation and
Development's Code Enforcement, included a
nondiscrimination statement or a reference to the
county’s nondiscrimination policy statement on its
public meeting notices or agendas.

Please answer the
following questions:

Does management agree
or disagree with the
recommendation?

If management agrees:

FPage 10 of 15
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ATTACHMENT A: RECOMMENDATIONS FORIMPROVEMENT

CIVIL RIGHTS PROGEANM — RECOMMENDATIONS FORIMPROVEMENT

Item | Recommendation Observations Management Response
# — To be completed by
management

notices in county public facilities
and on websites.

Informal site-visits of public spaces throughout
county facilities noted no public signage with
reference to the county’s nondiscrimination policy
or how to file a Title VI complaint.

Mo evidence the county's Title VI Policy
Statement being published annually in
newspapers or informational brochures could be
located for review.

Without implementation of minimum
communication standards, defining criteria and
roles, the county's ability to ensure consistent and
adequate public notification of the county’'s
federal obligations and complaint processes, and
its support of individual departments, is limited.

The county’s Title VI Compliance Plan states,
“The county will use nondiscrimination notices to
notify the public of the protections provided by
Title V1 and related statutes.” “Title Y1
nondiscrimination notices should be included in
all applicable Departiment or project documents
and public meeting materials.”

Appendix 5. Sample Nondiscrimination Notices of
the county’s Title VI Compliance Plan provides
sample verbiage for general public and email
notices.

What action will be taken
to address the
recommendation and
resolve the condition?

Who will be responsible for
taking this action?

When will the action be
completa?

Page 11 of 13
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ATTACHMENT A: RECOMMENDATIONS FOR IMPROVEMENT

CIVIL RIGHTS PROGREAM — RECOMMENDATIONS FOR IMPROVEMENT

management processes to

include a standardized complaint

form and a standardized
complaint log.

review.

A complete and accurate countywide complaint
log would serve as documentary evidence should
the Department of the Treasury, or other
agencies, request the county to venfy compliance
with Title 1.

Incomplete or inaccurate complaint data limits the
county’s ability to respond to and analyze
countywide complaint activity or its performance
in addressing Title VI complaints.

Appendix 6: Title VI Complaint Procedure and
Form of the county’s Title V1 Compliance Plan
addresses filing, processing, dismissing,
investigating and tracking, and appealing a Title
VI complaint. The Plan establishes “clear
procedures for filing, investigating, and
successfully resolving complaints on a timely
basis and at the lowest level possible.” While both
are referenced in the Plan, no standard tracking
procedure is established nor is a standard
complaint form provided.

The United States Department of the Treasury's
“Assurances of Compliance with Civil Rights
Requirements” document, required to receive the

Item | Recommendation Observations Management Response
# — To be completed by
management
2e Enhance the {:omplaint Mo EGUHWME cﬂmplaint |Dg could be located for | Please answer the

following questions:

Does management agree
or disagree with the
recommendation?

If management agrees:

What action will be taken
to address the
recommendation and
resolve the condition?

Whio will be responsible for
taking this action?

When will the action be
complete?

FPage 12 of 13
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ATTACHMENT A: RECOMMENDATIONS FOR IMPROVEMENT

CIVIL RIGHTS PROGEAM — RECOMMENDATIONS FOR IMPROVEMENT

Item

Recommendation

Observations

Management Response
— To be completed by
management

Treasury’s federal assistance distributions,
defines 10 assurances. Assurance #8 states:

“Recipient shall maintain a complaint log
and inform the Department of the Treasury
of any complaints of discrimination on the
grounds of race, color, or national origin,
and limited English proficiency covered by
Title VI of the Civil Rights Act of 1964 and
implementing regulations and provide,
upon request, a list of all such reviews or
proceedings based on the complaint,
pending or completed, including outcome.
Recipient also must inform the Department
of the Treasury if Recipient has received
no complaints under Title WVI1."

Coordinate annual reporting of
department and countywide
compliance with the county’s
Title VI Plan, including, among
other data points, confirming
liaison contact information and
training, adequacy of public
notices, and submittal of
complaint log.

Mo department Accomplishment Reports, or
annual department reports of Title V1 compliance
activities, could be located for review.

A complete and accurate annual reporting of
department compliance activity would serve as
documentary evidence should the Department of
the Treasury, or other agencies, request the
county verify compliance with Title VI.

The county may lose state and federal funding.

Please answer the
following questions:

Does management agree
or disagree with the
recommendation?

If management agrees:

What action will be taken
to address the

Page 13 of 13
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ATTACHMENT A: RECOMMENDATIONS FOR IMPROVEMENT

CIVIL RIGHTS PROGRAM — RECOMMENDATIONS FORIMPROVEMENT
Item | Recommendation Observations Management Response
# — To be completed by
management
Incomplete or inaccurate compliance activity data | recommendation and
limits the county’s ability to respond to and resolve the condition?
analyze countywide Title VI compliance.
Who will be responsible for
The county's Title V1 Plan states the county is taking this action?
responsible for the "coordinating Accomplishment
Reports as required by federal agencies and When will the action be
desired by the county." Additionally, the Plan complete?
states: "To comply with Title VI, departments are
responsible for submitting an annual review to the
Governance Team of department compliance
including complaint, environmental justice, LEP,
and public involvement activities "
The Governance Team "ensures coordination of
Accomplishment Reports.”
Mo records or evidence of official Govemance
Team activity (meetings, document reviews,
decisions) could be located for review.

3 Develop a strateqic plan, The county's 2017 Title VI Plan defines Please answer the
including milestones and "Implementation and Next Steps.” Three of the following questions:
timelines, to fully implement, activities, specifically related to the engagement
sustain and monitor the Title VI | scope (public notices, staff training, and Does management agree
Plan countywide - specifically reporting), have not been fully implemented. or disagree with the
addressing public notices, staff recommendation?
training and reporting. ¥ "Inform the public about the rights provided

in this Title V1 Plan. Post nondiscrimination | If management agrees:

Page 14 of 13

Civ Rights Compliance Program, #2022-04

p. 503.742. 5883 | County Intemal Audit

Page 66 of 108



ATTACHMENT A: RECOMMENDATIONS FOR IMPROVEMENT

CIVIL RIGHTS PROGRAM — RECOMMENDATIONS FOR IMPROVEMENT

Item | Recommendation Observations Management Response
# — To be completed by
management

policy and notices prominently so the
public has adequate information about the
civil rights protections. Disseminate
information about civil rights complaint
process.

¥" Train county staff on the requirements and
expectations of this Title V1 Plan.

v" Develop a system of reporting to meet
federal and any other reporting
requirements.”

Without intentional effort and accountability
measures, the county's Title V1 Plan will not be
fully implemented or adequately serve the county
in meeting its legal requirements and overall civil
rights goals.

The county may lose state and federal funding.

What action will be taken
to address the
recommendation and
resolve the condition?

Who will be responsible for
taking this action?

When will the action be
complete?
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Clackamas County
Internal Audit Oversight Committee
Meeting Materials
Wednesday, October 11, 2023

ltem #7

FY23-24 Budget Committee Advisory Motion:

Request for Advice —
Management Letter presentation
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FY23-24 Budget Committee
Advisory Motion — Request for
independent and objective advice:

Initial assessment suggests continued effort to address
long-standing root causes

Management Letter by the Office of County Internal Audit
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Why the advice is being offered

The Office of County Internal Audit is an independent county resource
established in County Code to provide objective assurance, advice and
insight.

» May 24, 2023 - Budget Committee made an advisory
motion

“initiate a full financial performance audit of the
financial systems of the Sheriff’s Office and bring in a
mediator to get going on this process.”

» May 24, 2023 - County Administrator suggested
seeking the advice of the County Internal Auditor

“I recommend we ask our Internal Auditor first. What
her recommendation is. Whether that is a function of
her office.”

» June 27, 2023 - County Internal Auditor formally
offered advisory services designed to provide
objective observations and recommendations
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What We Heard

The perception of, or potential for, barriers to the budget development
process reduced the level of assurance and trust in the Sheriff’s Office’s
budget details.

» Lack of alignment - Conflicting philosophies and strategies

» Lack of cooperation - Communication gaps and political
environment

» Need for clarity on standards and authority - Limited
documentation and enforcement of policies and procedures

» Existence of different systems - Limited reconciling data
between PeopleSoft (primary financial system) and subsidiary
financial systems
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What We Found

Root causes noted in 2018 & 2019 independent countywide organizational
enhancement and business process improvement studies remain relevant

> What is working? “Without defined
» Enhanced inter-departmental financial communications processes or policies,
» Implemented new Chart of Accounts setting expectations for
» Employed OpenGov software outcomes is difficult and
holding stakeholders
» Revised internal services charges methodology accountable becomes
» Developed and published 10 new Finance policies almost impossible.” -
» Established monthly financial close processes GFOA FInanceiteusess
Process Assessment
Report, November 2018
» What is missing or challenging? \

» Defined role and authority of Finance
» Comprehensive Finance administrative policies and procedures

» Standardized and enforced Finance administrative policies and
procedures
4
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What We Recommend

We recommend seven actions to address countywide root causes and
specific Budget Committee advisory motion concerns

Clarify and document in countywide policy the roles, authority
and responsibilities of county offices and departments for
budget development and monthly financial transactions and
closing processes.

Clarify and document ELED legal restrictions and allowable uses

Clarify and document Levy legal restrictions and allowable uses

Develop, document and communicate definitions, methodologies
and expectations for cost allocation, administrative overhead,
program recovery, vacancy savings, etc.
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What We Recommend

We recommend seven actions to address countywide root causes and
specific Budget Committee advisory motion concerns

Document current state process workflows, data sources,
Erimary and subsidiary system applications, and reports for the
udget process and monthly financial transactions and closing

processes. ldentify internal control gaps and inefficiencies.

Provide and communicate timely, complete, and accurate static
filnancial monthly reports through fully implemented month-end
closes.

Review the two external consulting reports - 2018 Government
Finance Officers Association’s “Organizational Assessment” and
2019 HRPMO Inc’s “Finance Needs Assessment” - for relevant
observations and recommendations.
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What is Being Done

The Office of County Internal Audit offered its observations and
recommendations in response to a request for advice. Formal responses
received from County Administration will accompany the published
management letter.

» Resources have been identified to conduct an
independent workflow analysis (#5) - To be
facilitated by the Office of County Internal Audit
if supported by both the Sheriff’s Office and
County Administration

» Results of observations and analysis, including the
seven recommendations, will inform future county
risk assessments and allocation of County Internal
Audit resources
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Clackamas County
Internal Audit Oversight Committee
Meeting Materials
Wednesday, October 11, 2023

ltem #8

FY23-24 Budget Committee Advisory Motion:

Request for Advice —
Management Letter #2023-03
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Jodi Cochran, CPA, CIA, CGMA., CEMA

CLACIKAMAS
COUNTTY

County Internal Anditor

Office of County Internal Andit

Public Services Building
2051 Kaen Road, Suite 460 | Oregon City, OR 87045

Date: September 28, 2023

To: Gary Schmidt, County Administrator

Copied: Clackamas County Board of County Commissioners
Sheriff Angela Brandenburg
Elizabeth Comfort, Finance Director
Clackamas County Internal Audit Oversight Committee

From: Jodi Cochran, County Internal Auditor

Subject:  FY23-24 Budget Committee Advisory Motion — Assessment of root causes
and recommended next steps

Results summary

In recognition of differing opinicns and perspectives presented during the fiscal year
2023-2024 Budget Committee meetings, the Budget Committee passed an advisory
motion. The Budget Committee’s May 24, 2023, budget advisory motion® is general and
broad in nature. The motion's language indicates a desire to acquire a clear
understanding and reconciliation of data and testimony presented by the Sheriff's
Office. The fiscal year 2023-2024 budget process demonstrated a lack of clarity and
consistency with regard to the requested Clackamas County fiscal year 2023-2024
budget and its impact on the Clackamas County Sheriff's Office’s operations. The
motion addresses the Budget Committee’s concern with the cohesiveness and
adequacy of the financial systems and financial teams supporting the county and the
Sheriff's Office. The Budget Committee’s actions and issued advisory motion points to a
reduced level of assurance and trust in the financial details supporting the county’s
budget development, as it relates to the Sheriffs Office. While the Budget Committee’s
advisory motion specifically identified the Sheriff's Office financial systems as a focus of
review, interviews with the Budget Committee members and other stakeholders,

! Budget Committee May 24, 2023, advisory motion: *To initiate a full financial performance audit of the financial systems of the
Sheriffs Office and bring in @ mediator to get going on this process.”
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Office of County Internal Aundit

including the county’s and Sheriff's Office’s financial teams, described broader areas of
concem.

The lack of alignment — in the processes and in the information —was a common theme
during our interviews and review of the fiscal year 2023-2024 budget process. Our initial
assessment suggests four main root causes:

< Documented and implemented intemnal controls

< Documented data govemance standards and rule-based processes
< Workflow management and accountability

< Systems and resources

Several of the themes and underlying issues recognized

during our assessment of the fiscal year 2023-2024 budget Shifting from a siloed

process were also identified in two prior consultant studies autonomous
contracted for by the county in 2018 and 2019. The organization to a
November 2018 Government Finance Officers more cohesive
Association’s (GFOA) “Finance Business Process
| pose a
Assessment” report and the 2019 HRPMO's “Clackamas culure B change
management

County Finance Needs Assessment” report both
recommended significant process improvements. Both challenges when
highlighted the change management challenges the county implementing revised
would face in implementing revised business processes — business processes.
primarily in shifting from a siloed, autonomous organization

to a more cohesive enterprise.

In response to the 2018 and 2019 reports, the Finance department has completed key
process improvement projects. While some of the recommendations made in the 2018
and 2019 reports have been implemented, additional efforts and process improvements
are needed to fully address the issues identified at that time and which continue today.
All of the county’s internal services and operational departments and offices will benefit
from the county’s continued, collaborative focus on:

¥ Enhanced inter-organizational communications

¥ Consistent intemal service business processes and documented policies and
procedures

¥ Coordinated organizational culture and demonstrated transparency

¥" Clearly defined authority and role of internal service departments and operational
departments and offices?

Without defined and communicated authority, roles, processes or policies, setting
expectations for outcomes is difficult, supporting stakeholder ability to meet

* Gowemment Finance Officers Association, September 2018 Clackamas County, OR Organizational Assessment — Finance report
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expectations is challenged and transparently holding stakeholders accountable

becomes almost impossible 2

Our assessment of the root causes leading to the May
2023 Budget Committee advisory motion has resulted
in seven recommendations for management's
consideration. We believe taking these actions will
address key root causes which contributed to the lack
of alignment and differing perspectives noted during
the fiscal year 2023-2024 budget process. Once these
business process issues are resolved, additional data
gathering and process improvement efforts,
specifically focusing on financial systems and
practices, may prove to be more effective and provide
greater value to the county, the Sheriffs Office and the

“Without defined
processes or policies,
setting expectations for
outcomes is difficult and
holding stakeholders
accountable becomes
almost impossible.” —
GFOA Finance Business
Process Assessment
report, November 2018

county's budget process.

The recommendations are narrowly focused and respond to specific areas of concemn
highlighted during the fiscal year 2023-2024 budget process. Details are provided in
Attachment D. We recommend the County Administrator, through the Finance
department and in collaboration with the Sheriffs Office and other departments and
offices:

¥ Clarfy and document in countywide policy the roles, authority, and
responsibilities of county offices and departments for budget development and
monthly financial transactions and closing processes.

¥ Clarfy and document Enhanced Law Enforcement District (ELED) legal
restrictions and allowable uses.

¥" Clarfy and document Public Safety Levy legal restrictions and allowable uses.

v" Develop, document, and communicate definitions, methodologies, and
expectations for cost allocation, administrative overhead, program recovery,
vacancy savings, etc.

v Document current state process workflows, data sources, primary and subsidiary
system applications, and reports for the budget process and monthly financial
transactions and closing processes. Identify internal control gaps and
inefficiencies.

¥ Provide and communicate timely, complete, and accurate static financial monthly
reports through fully implemented month-end closes.

v Review the two external consulting reports — 2018 Government Finance Officers
Association’s “Organizational Assessment” and 2019 HRPMO Inc’s “Finance
Meeds Assessment” — for relevant observations and recommendations.

3 Based on comments within Gowernment Finance Officers Association in conpunction with Cownty Finance., November 2018
Clackamas County “Finance Business Process Assessment Report”, page 11
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Pursuing an independent, external resource to document and conduct a current state
workflow analysis of the annual budget and monthly reporting processes, engaging the
Sheriff's Office along with other county departments and offices, should be prioritized.

These recommendations are offered in an advisory role in response to your request for
independent feedback. Detailed recommendations are presented in the attached
Recommendations Table (Attachment D).

Background and scope of work

Why the Office of County Internal Audit offered and is providing advisory
services

On June 22, 2023, the Clackamas County Board of County Commissioners formally
adopted the fiscal year 2023-2024 budget for the county's general operations, and the
service districts overseen by the Board of County Commissioners. During the fiscal year
2023-2024 Clackamas County budget hearings, the Budget Committee addressed a
need for additional information and clarity in supporting the budget process. During the
May 24, 2023, Budget Committee meeting, an advisory motion was passed “to initiate a
full financial performance audit of the financial systems of the Sheriffs Office and bring
in a mediator to get going on this process.” In your role as both the County
Administrator and County Budget Officer, you suggested the Office of County Intemnal
Audit could provide value through advice and counsel; “l recommend we ask our
Internal Auditor first. What her recommendation is. Whether that is a function of her
office.”

The Office of County Internal Audit is an independent county resource established in
County Code Chapter 2.15: County Intermnal Auditor. its mission is to enhance and
protect Clackamas County's organizational value by providing risk-based and objective
assurance, advice, and insight. The Office of County Internal Audit operates with
independence and objectivity: independence meaning freedom from undue influence
and objectivity meaning impartial, unbiased aftitudes. The Office of County Internal
Audit resources are allocated through a systematic, risk-based approach, addressing
areas of county government which are, by nature, high priority activities with high-risk
potential. In addition to high-risk engagements, the Office allocates a portion of its
resources to proactive, independent advisory services. These advisory services may, at
times, address lower-risk county activities.

As the County Internal Auditor, | strive to:

4 Support continuous improvement of the county’s governance, risk management,
and control processes through collaborative, advisory services.

4 Promote accountability through transparent communication and informative
results.
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After reviewing the fiscal year 2023-2024 budget hearings materials and videos, and
briefly visiting with each County Commissioner, Sheriff Brandenburg, the county
Finance team, and you, | acknowledged that there was an opportunity for clarity and a
common understanding of the information developed and discussed during the fiscal
year 2023-2024 budget process. As communicated in an email to the Clackamas
County Commissioners, Sheriff Brandenburg, the Clackamas County Budget
Committee members and you, | offered the following advisory services to address the
Budget Committee’s request.

As an independent resource, the Office of County Internal Audit offered fo:

+ Conduct individual interviews with all Budget Committee members, the
Clackamas County Sheriff, the County Administrator, any team members
requested by these primary stakeholders, and any team members determined
necessary and appropriate by the County Internal Auditor.

» |dentify and summarize the areas of concem, requests for clarity and desired
outcomes expressed by all interviewed stakeholders.

+ Analyze interview results and propose to all primary stakeholders next step
strategies to achieve greater transparent communication and accountability.

= \With the collective support of the primary stakeholders, facilitate the
implementation of initial strategies with Office of County Internal Audit resources,
either existing intermnal or contracted external resources.

The planned timeline for these activities was as follows:

Interviews scheduled and conducted — July 2023 & August 2023
Data collected, summarized, and analyzed — July 2023 & August 2023
* Proposed next steps provided to the Board of County Commissioners, the
Clackamas County Sheriff, and the County Administrator — September 2023
+ Facilitate next steps — September 2023

Considering the Budget Committee’s request, this strategy was proposed to support the
independent and objective scoping and design of a potential audit or formal
engagement, if such an activity was to be pursued by the county and its leadership.

Observations

Summary of interviews — Common themes and concerns

In our conversations with 21 different individuals through 14 interviews held to further
understand areas of concern related to, but not limited to, the budget motion, several
common themes and concems were noted. The four most common concems were the
potential or perceived:

¥ lack of alignment,
v" lack of cooperation,
¥ need for clarity on standards, and
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v existence of different systems.

Figure 1 provides a complete display of concerns noted from the interviews. The four
most common themes were expressed as follows.

Lack of alignment and lack of cooperation
The county’s Finance

department and .

Sh‘:iﬁ's Office Month-End Reporting Cost Allocation
appear to be Different Systems Avoiding Layoffs
S Future Collaboration R"f‘r"f?::;':j 2 Lewy
conilicting : Acco g Expertise
philosophies and CProci:s ?verwew Redundancy paiitics Recorziiation
Strategles. Omf'TlUl:lI. 1on Gap .

Additionally, Definitions Lack of A“gnment

challenges exist Administrative Overhead Budgeting to Actuals
inherently in a political LaCk Of Cooperati O Authority Best Practices

environment. :
Communication gaps ~ Documented Policies and Procedures Siloed Transparency

and | Data Accuracy Clarity of Standards
:::?s‘{"f;';t:g"fé"gs Spending of General Funds ELED Trust
deercmad it Timeliness  Accountability  Misinformation

cooperation. The )
lona-term al is for Figure 1 Word cloud showing common themes and concerns. Larger text represents @ topic more

g- gO frequently discussed. Figure generated by the Office of County internal Audit from interview resuits.
the county Finance See Attachment A.

team and the Sheriff's
Office to develop mutual understanding, collaboration, and for both parties to be in
agreement on the budgeting and monthly financial transaction processes.

Need for clarity of standards

The county’s financial strategies appear to be evolving. Budget elements and
practices—such as cost allocation methodology, administrative overhead, vacancy
savings—are and will continue to be a point of contention without further
documentation, communication, and clarification of standards and authority.
Additionally, confusion exists regarding legal restrictions, allowable costs, cost
allocation methodology, and carryover of restricted funds for both the Enhanced Law
Enforcement District and the Levy. Strategic differences exist in addressing how general
funds and restricted funds should be spent and prioritized. Strategic differences exist in
addressing how the budget should be developed, such as basing the budget on actuals
instead of prior year budgets. Differing opinions exist addressing how offices and
departments are responding to the expectation that adequate and timely data be
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provided to the Finance department in the development of timely and complete monthly
financial reports.

Existence of different systems

Confusion about the financial systems used countywide and within departments and
offices led to concemns of duplication of effort, wasted resources, and inaccurate results.
While PeopleSoft is the county’s primary financial system, more than one subsidiary
financial system exists to support day-to-day actions, such as Excel and other
operational applications, within departments and offices. There is limited clarity on the
level of integration between PeopleSoft and these subsidiary financial systems.

Root causes

Observations noted during the interviews suggest operational disagreements between
the Finance department and the Sheriff's Office. While improvements have been made
over the years, further review and analysis suggest the concems may stem from four
remaining areas of root cause:

# Internal controls

# Data govemance and rule-based processing
# Workflow management

» Systems and resources

Prior assessments — Similar themes and root causes

Several years ago, the county identified the potential for organizational enhancement
and business process improvement within its Finance department. The county
contracted with the Government Finance Officers Association (GFOA) in 2018 for high-
level organizational assessment and in 2019 for a more detailed financial business
process analysis through HEPMO.

Government Finance Officers Association’s Organizational Assessment

The Government Finance Officers Association is a professional association
representing state, provincial, and local government finance officers in the United States
and Canada. The association provides professional support to its members including
identifying “specific policies and procedures that contribute to improved government
management.™

The Government Finance Officers Association’s “Organizational Assessment — Finance”
report identified five areas of major issue and improvement:

¥ Inter-Organizational Communications
= Business Processes & Documented Policies and Procedures
= Organizational Culture and Transparency

1 GFOA, Best Practices website Diftgs erarey afpg ors'best-pragices
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¥* Lack of Clearly Defined Role of Finance
» Technology

Among the specific recommendations made by the Government Finance Officers
Association in its “Plan of Action” report were:

Develop financial policies

Adopt a monthly financial close process

Re-design the chart of accounts

Review existing procedures regarding intemal service charges
Review and document purchasing approvals

LSRN

<,

Quotes from the Government Finance Officers Association reports include:

“The Department of Finance has a defined mission statement on the county’s
website, although there are many undefined roles, duties, tasks and
responsibilities that are necessary to support financial management of the
county.. Because of undefined roles and responsibilities, there is evident
contention between Finance and most departments.

“GFOA recommends County Administration, in partnership with Finance and
other departments, clearly define, document and communicate Finance’s role,
services that are needed by departments, and finance-related responsibiiities of
Finance and county operating departments. Direction from County Administration
will help to clarify the undefined roles and help minimize areas where ambiguity
results in tasks not being performed or performed by the appropriate parties. ™

“The vast majority of the county’s financial policies and procedures are not
documented. The Procurement and Grants units are updating or starting to
develop and document policies and procedures. However, (o0 many processes
remain informal or inconsistent among departments and agencies. Without
defined processes or policies, setting expectations for outcomes /s difficult and
holding stakeholders accountable becomes almost impossible. As a result,
finance staff and service departments often spend a considerable amount of fime
on redundant processing or inefficient re-processing, compromising the integrity
of financial data.™

HRPMO Finance Business Process Analysis

HRPMO, Inc. is a consulting firm which “provides operational assessments, business
analysis, technical gap analysis and project management for transformation initiatives.™

® Gowvernment Finance Officers Association, September 2018 Clackamas County, OR “Organizational Assessment — Finance™
report, pages 15 - 16

# Gowemment Finance Officers Association in conjuncture with County Finance, Movember 2018 Clackamas County “Finance
Business Process Assessment Report”, page 11 — Note: Report is an executive summary “prepared by County Finance combining
key concepts from the GFOA reports with additional analysis complied by County Finance.”

" HRPMO Linkedin profile hitps: Sy linkegincom  'comps mv /hrgmeing’
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The HRPMO “Finance Needs Assessment” report offered 11 strategic
recommendations and 120 operational recommendations within ten identified root
cause areas of concem:

System of Record

Data Governance
Integration

Automation

Program Management
Business Processes
Decentralization
Workforce Sophistication
Security

Internal Controls

¥ Y ¥ Y Y Y Y Yy w

Among the strategic recommendations made by HRPMO were:

v" Define the role and authority of Finance. Build a vision of an integrated
organization.

¥" Design and implement a change management framework in Finance using cross
functional process improvement teams. Work consistently across functional
borders to respect various stakeholders’ needs but drive toward a
comprehensive integrated framework.

v Develop comprehensive Finance Administrative Policies and Procedures and
standardize and enforce governance of those policies and procedures.

¥" Design the Chart of Accounts to achieve data integnity and produce relevant,
reliable and replicable data and reporting.

¥ Design monthly closing and reconciliation schedules to reinforce accountability
and new processes —working within organizational constraints imposed by need
—to improve data integrity and reduce reconciliation processes.

¥" Engage in change management and training to support stakeholders throughout
the county in the transformation project.

Quotes from the HRPMO report include:

“The county has been operating on a fragmented, decentralized structure for
decades while the legisiative structure has become more and more tightly
controfied and centralized in State and Federal legisliation that requires validation
and reporting. Today, the two paradigms are almost 180 degrees apart creating
excessive manual work to manage data and translate between them.™®

“It is important to identify the root causes because they are embedded in the
culture of an organization. Root causes begin as logical compromises or
shortcuts, but eventually become the way business decisions are made. If an

? HRPMO “Finance Needs Assessment Project Report”, August 2018, page 13
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organization has reached a point where change is necessary — and the root
causes are not addressed — they will replicate inefficiencies into the new system
through redesigned processes that don't really change the process or behawvior
that continues to rely on the legacy process.™

Finance business process evolution

The Finance Business Process timeline (Aftachment B) depicts the evolution of the
Clackamas County Finance department and some of its key accomplishments in the
last five years, including many activities which directly respond to the observations of
both the Government Finance Officers Association and the HRPMO reports. The
Finance department, among other activities, has:

* Enhanced inter-departmental communications with monthly newsletters and a
Finance Liaison Group — July 2020
Implemented a new Chart of Accounts — July 2021
Employed OpenGov software to enhance budgeting, forecasting, and reporting
transparency — July 2021

+ Revised internal service charges methodology — July 2023
Developed and published 10 new Finance policies — 2020 to July 2023
Established monthly financial close process — August 2023

Future projects enhancing accounts receivable and billing, customer and supplier
contracts, and payroll processes are included on the department’s “Projects Timeline: 3
Year Plan,” currently idenfifying projects into fiscal year 2024-2025 and beyond_12

As noted by HRPMO, unresolved root causes can be barriers to long-term process
improvements. While enhancing specific business processes, key strategies can be
used to ensure long-term sustainability and impact. Among the relevant HRPMO
strategic recommendations to be considered and incorporated into Finance's
implementation strategy as the department continues along its Projects Timeline are:

v" Define the role and authority of Finance. Build a vision of an integrated
organization.

¥" Design and implement a change management framework in Finance using cross
functional process improvement teams. Work consistently across functional
borders to respect various stakeholders’ needs but drive toward a
comprehensive integrated framework.

¥ Develop comprehensive Finance Administrative Policies and Procedures and
standardize and enforce governance of those policies and procedures.

¥ Engage in change management and training to support stakeholders throughout
the county in the transformation project.

# HRPMO “Finance Needs Assessment Project Report”. August 2019, page 268
12 Clackamas County's Finance department intranet site, hitps:ifweb 1. clackamas us/projects/chart-accounts-coa-project
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Continuing with these efforts, the county

will be able to address root causes which Clackamas County Finance
contributed to the May 24, 2023, Budget Business Process Timeline  clicearas
Committee advisory motion. If

recommendations and activities to further  county atass syt pey o |
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deliberations are likely to replicate and be | [ fpree nosim e '
noted in other financial or business | uaiean Groep ) : [T r———
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will remain apparent. | ey e e

syshan
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The attached Recommendations Table PO o Ay, S ——
:Aﬂachment :l ': ' mppied g FY2A puiget
| i Buiget Commities
= - Ak ity Wil
+  summarizes our observations, L ! —rr—e.
« links all observations to potential | & Sepu s oost
root causes,
+ connects our observations with Figure 2 General Clackamas County Finance Business Process Timeline -
obsenvations and Developed by the Office of County internal Audit based on obhservotions; See
recommendations from prior Attachment &

external assessments, and
* recommends next steps in response to the May 24, 2023, Budget Committee
advisory motion.

As depicted in the Recommendations Timeline (Attachment C), we believe taking these
actions will address key root causes which contributed to the lack of alignment and
differing perspectives noted during the fiscal year 2023-2024 budget process. Once
these business process issues are resolved, additional data gathering and process
improvement efforts, specifically focusing on financial practices, may prove to be more
effective and provide greater value to county, the Sheriff's Office and the county's
budget process.

Such future activities may:

« Enhance accountability by developing and implementing process measures to
address key process controls (i.e., processing time, number of entries, number of
cormrecting entries, timeliness and completeness of monthly and annual entries).
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Enhance effectiveness
and efficiency by
expanding process flow
analyses to other financial
and countywide

Recommendations Timeline
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steps

As the C'CILI['IIY Administrator and
o Figure 3 Proposed recommendation implementation timeline. Figure generated by the
BUdgEt Ofﬁcer, Yyou are recewing Office of County Internal Audit. See Attachment C.

this management letter and are

responsible for any formal response to these advisory engagement results. The Board
of County Commissioners, Sheriff Brandenburg and Finance Director Elizabeth Comfort
are copied on this document. In accordance with professional auditing standards, the
Clackamas County Internal Audit Oversight Committee will also receive a copy of the
management letter.

Supporting the County’s focus on building public trust through good government and of
the Office of County Internal Audit’s focus transparency and accountability, this
management letter may be published on the Clackamas County Office of County
Internal Audit webpage. All formally submitted management responses to the
recommendations made will be included with any published material.

I am happy to address questions regarding the advisory engagement process and
results.

The Office of County Internal Audit appreciates the opportunity to support our county
teams through independent assurance and advisory services. Proactively identifying
steps to streamline processes, strengthen controls, and mitigate risks significantly
enhances our ability to achieve our objectives. Through transparent assessment, county
residents, public officials and stakeholders are provided objective assurance the county
is acting as a good steward of public funds.

Together, we demonstrate our Clackamas SPIRIT, build trust through good
government, and strive for a collaborative county culfure committed to continuous
improvement.
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Attachment A — Results Summary

FY23-24 Budget Committee Advisory Motion

Observations & Analysis

During the May 24, 2023, Clackamas County Budget Committee meeting, an advisory metion was
passad to better understand the Sheriff's Offica’s financizl envronment. In response, the Office
of County Internal Audit offerad saven recommendations as 3 resu't of indepencent odservations
and analysis.

Observations

administrativ verhead
budgeting to actuals reconciliaton
documented policies and pmcedwes restricted fU’_‘d"
ELED deta accuracy ost allocatic misinformation

wacnsmors neers clarity of standards
lack of allgnment S

e
communication gap Process overview mumab"'fy I Vy

stoes [aCk Of cooperation = poltes
accounting expertise future colleboraton venth-and reporting

timeliess different systems best pratices

authority transparoncy trUSt

{}

Without defined processes or policies, setting expectations for outcomes is
difficult and holding stakeholders accountable becomes almost impossible.
Source: GFOA Finance Business Process Assessment Repart. November 2018

Root Causes Recommendations
Internal Controls - Clarify roles & responsibilities
Data Govemance & Rule-Based Processing < Clanty ELED
Workflow Management - Clarify Levy
Systems & Resources «  Document budget expectations

Document and analyze (rocess flows

Provide timely and complete monthly
financial reports

Review extemnal consuiting repors
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Attachment B — Business Process Timeline

Clackamas County Finance

Business Process Timeline
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-
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Attachment C — Recommendations Timeline

Recommendations Timeline

To address oot causes, seven recommendations were made by
the Office of County Internal Audit as summarized below:

1. Clarify and document in countywide policies roles, authority,
and responsibilities for financial process flows

2. Clarify Enhanced Law Enforcement District (ELED)
3. Clarify the Public Safety Levy

-
4. Document budget definitions, process expectations and To further address remaining concerns, the
methods following activities could be considered:
3. Document and analyze financial process flows = Developing process measures
6. Provide timely and complete monthly financial reports * Expanding process flow analysis
7. Review the two external consulting reports *  Conducting financial condition analyses
>y 'y
Focus: Focus:
Countywide root causes Sheriff's Office and other county

departments and offices
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Attachment D — Recommendations Table

BUDGET COMMITTEE ADVISORY MOTION — RECOMMENDATIONS FOR IMPROVEMENT

roles, authority, and responsibilities of county
offices and departments for budget
development and monthly financial transactions
and closing processes.

#» Root Cause Category: Internal Controls —
Financial Policies and Procedures

= Responsible Resource: Finance
Department

Administrator's authorty to “serve as the Budget Officer for
the county and its service districts™ and to “administer the
provisions of the budget as adopted by the Board.”

The Clackamas County Sheriffs Office policy manual
published in the Shenff's Office policy directory,
PowerDMS, contains Policy #10, Budget. This policy
states:
¢ “Annually the Shenff's Office receives direction from
the County Budget Officer in the form of overall
county budget priorities as well as amounts to
budget for personnel costs for existing positions,
allocated cost amounts and general fund support
levels”

¢ The CCS0 Administration and Finance Section
“shall establish procedures, which are compliant
with the County’s Budgeting and Financial
accounting requirements and policies. . .”

The Finance department has 14 policies published via the
county’s policy directory, PowerDMS: one budget policy,
FIN-1.102 Debt Management Policy (July 21, 2022), and
one financial/GL/reporting policy, FIN-1.205 Capital Asset
Policy (June 30, 2022).

The county Finance and Budget intranet sites provide
process documents and resources to support engagement
with both functions.

Prior
# Recommendation Observations Assessments
2018 2019
GFOA | HRPMO
1 | Clanfy and document in countywide policies the | County Code 2.09.060(F)(3) establishes the County X X
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BUDGET COMMITTEE ADVISORY MOTION — RECOMMENDATIONS FOR IMPROVEMENT

Prior
Recommendation Observations —_

2018 2019
GFOA [ HRPMO

By establishing clear policies which brndge county code

and county process documents and by strengthening

communication channels and pathways, the county would

institutionalize good financial management practices,

clanfy strateqgic intent, and define responsibilities and

boundaries.

a. For the budget process: The fiscal year 2023-2024 budget manual, posted X x

Develop, document, and communicate
budget standards and clear process
expectations. Revisit budget policies
adopted by Board resolution in
1993/2004 and update to reflect current
philosophy and practice.
# Responsible Resource: Finance
Department

Consistently implement budgeat

processes in alignment with

expectations.

# FResponsible Resource: Shenff's
Office /| Operating Departments &
Offices

Consistently hold departments and

offices accountable for performance in

alignment with expectations.

#» Responsible Resource: Finance
Department

February 02, 2023, provides process guidance and

includes four policy documents:

+ A general Budget Policy narrative describing the
budget policies adopted by Board resolution in 1993,
1996, 2004 and 2012. Note: The document includes an
old Debt Issuance and Management Policy dated
Movember 7, 1996. A newer Debt Management policy,
FIM-1.102, dated July 21, 2022, is published in the
county’s PowerDMS policy directory.

* Two Board resolutions supporting the 1996 Debt
Issuance policy and the 2012 Reserve and
Contingency policy included in the budget manual.

+ The county's Cost Recovery policy, FIN-1.100, dated
June 1, 2020, and presented in the new countywide
policy format.

The Clackamas County PowerDMS policy software and the
Finance intranet site provide access to one budget policy,
FIN-1.102 Debt Management, July 21, 2022.
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BUDGET COMMITTEE ADVISORY MOTION — RECOMMENDATIONS FOR IMPROVEMENT

Recommendation

Observations

Prior

Assessments

2018
GFOA

2019
HEPMO

The fiscal year 2023-2024 budget manual provides
detailed process guidance and support. It addresses the
essential features of the budget development process and
form. It includes a list of principles that guide budgetary
decision making. One of the Budget Principles states,
“Departments must seek to maximize revenue to reduce
the need for General Fund Support.” The manual does
provide guidance addressing cost allocations and position
vacancies. Department administrative overhead is not
directly addressed in the budget manual.

The manual does not state whether or not the term
“department” refers to the offices of elected officials. When
referring to Budget Committee presentations, the manual
states, "Elected officials will present their department's
budget presentation before the Budget Committee.”

By establishing a clear budget governance policy that
identifies the budget manual as the approved guidance and
the Finance department as the authonty to establish and
enforce the budget manual, the county would
institutionalize good financial management practices,
clanfy strategic intent, and define responsibilities and
boundarnes.

Such established govemance will support process
implementation and solidify the ability to hold participants
accountable for process compliance.
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BUDGET COMMITTEE ADVISORY MOTION — RECOMMENDATIONS FOR IMPROVEMENT

Prior
Recommendation Observations Lo e
2018 2019
GFOA | HRPMO
b. For the monthly financial transactions and The county Finance intranet site provides process X X

closing processes:

Develop, document, and communicate
financial transaction and month-end
standards and clear process
expectations.

# HResponsible Resource: Finance

Department

Consistently implement financial

transaction and month-end processes in

alignment with expectations.

# Responsible Resource: Shenff's
Office / Operating Departments &
Offices

Consistently hold departments and
offices accountable for performance in
alignment with expectations.

# FResponsible Resource: Finance

Department

documents and resources to support aspects of monthly
financial transactions and closing processes. These
“guides, instructions and procedures” serve as training
“How To" materials. Additionally, matenals and videos from
Finance Q&A presentations for varous processes are
available for viewing, as well as Finance Liaison Group
meeting materials.

Process workflow diagrams, addressing vanous financial
processes including general ledger transactions, are
posted on the Finance intranet site on its Central Finance
Business Process Analysis page. These diagrams were
created in 2018 to support the process analysis project
which led to both the GFOA and the HRFMO reports.
These process workflow diagrams have not been updated.

By creating a monthly financial transaction and closing
process manual, or a “Process Manual” document similar
to the budget manual, clear performance expectations will
be communicated to participants and the Finance
department’s ability to enforce the processing standards
will be enhanced.

By establishing a clear financial transaction and reporting
governance policy that identifies the “Process Manual” as
the approved guidance and the Finance department as the
authority to establish and enforce the “Frocess Manual,”
the county would institutionalize good financial
management practices, clarify strategic intent, and define
responsibilities and boundarnes.
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BUDGET COMMITTEE ADVISORY MOTION — RECOMMENDATIONS FOR IMPROVEMENT

Prior
Recommendation Observations Assessments
2018 2019
GF0OA | HRPMO
Clanfy and document Enhanced Law The Clackamas County Enhanced Law Enforcement NA MNA

Enforcement District (ELED) legal restrictions
and allowable uses.

= Root Cause Category: Data Govemance &
Rule-basad Processing

a. Clanfy and document the allowable cost
allocation of administrative overhead for
both the county and Shenff's Office.

* Responsible Resource: County Counsel

or extemal contracted resource

b. Define and document methodology for
allowable cost allocation of administrative
overhead for both the county and Shenff's
Office.
¥ Responsible Resource: Finance

Department

District (ELED) was approved by voters on November 8,
1994. Clackamas County Board Order #94-1320 was
signed on December 21, 1994, creating the district to
“provide enhanced law enforcement services by contract
with the Clackamas County Shenff."

The five Clackamas County Commissioners serve as the
district's governing body. The governing body is supported
by an advisory board established by Board Order #35-433
in 1995,

County Code 2.09.060(F)(3) establishes the County
Administrator's authorty to “serve as the Budget Officer for
the county and its service districts™ and to “administer the
provisions of the budget as adopted by the Board.”
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BUDGET COMMITTEE ADVISORY MOTION — RECOMMENDATIONS FOR IMPROVEMENT

Prior
Recommendation Observations Lol e
2018 2019
GFOA | HRPMO
Clanfy and document Public Safety Levy legal | Clackamas County voters approved the first Clackamas NA MNA

restrictions and allowable uses.

= Root Cause Category: Data Governance &
Rule-based Processing

a. Clanfy and document the allowable cost
allocation of administrative overhead for
both the county and Shenff's Office.

# Responsible Resource: County Counsel

or extemal contracted resource

b. Define and document methodology for
allowable cost allocation of administrative
overhead for both the county and Sheriff's
Office.

# Responsible Resource: Finance
Department

c. Clanfy the legal restrictions on levy
lifecycle, specifically fund balances.

# Responsible Resource: County Counsel

or extemal contracted resource

d. Define and document authority and
responsibilities to determine methodology
and strategy of levy spending.

# Responsible Resource: Finance
Department

County Public Safety Local Option Lewvy in 2006,
reapproving levies in 2011 and 2016.

On May 18, 2021, Ballot Measure 3-566, Five-Year County
Sheriff Public Safety Local Option Lewvy, was passed by
voters. The passed FPublic Safety Levy replaced the 2016
expinng levy and is limited to a five-year fiscal perod from
2022 to 2027

According to the voters’ pamphlet explanatory statement:
“The levy is limited to the five-year fiscal period from 2022
through 2027. Future renewals of this levy would not occur
without voter approval. The money raisad by this measure
must be used exclusively for the law enforcement purposes
stated in this Ballot Title.”
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BUDGET COMMITTEE ADVISORY MOTION — RECOMMENDATIONS FOR IMPROVEMENT

Prior
Recommendation Observations Assessments
2018 2019
GF0OA | HRPMO
Develop, document, and communicate The fiscal year 2023-2024 budget manual provides NA X

definitions, methodologies, and expectations
for cost allocation, administrative overhead,
program recovery, vacancy savings, etc.
Enhance the budget manual with a definitions
section addressing key terms and roles.

¥ Root Cause Category: Data Governance &
Rule-basad Processing

a. Consistently implement methodologies in
alignment with expectations for
departments and offices.
¥ Responsible Resource: Shenff's Office /

Operating Departments & Offices

b. Consistently hold departments and offices
accountable for performance in alignment
with expectations.

* Responsible Resource: Finance
Department

detailed process guidance and support. It addresses the
essential features of the budget development process and
form. It includes a list of principles that guide budgetary
decision making. One of the Budget Principles states,
“Departments must seek to maximize revenue to reduce
the need for General Fund Support.” The manual does
pravide guidance addressing cost allocations and position
vacancies. Department administrative overhead is not
directly addressed in the budget manual.

The manual does not state whether or not the term
“‘department” refers to the offices of elected officials. With
regard to budget committee presentations, the manual
states, “Elected officials will present their department's
budget presentation before the Budget Committee”

By establishing a clear budget governance policy that
identifies the budget manual as the approved guidance and
the Finance department as the authorty to establish and

enforce the budget manual, the county would
institutionalize good financial management practices,

clanfy strategic intent, and define responsibilities and
boundanes.

Such established govemance will support process
implementation and solidify the ability to hold participants
accountable for process compliance.
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BUDGET COMMITTEE ADVISORY MOTION — RECOMMENDATIONS FOR IMPROVEMENT

Prior
Recommendation Observations Ll e
2018 2019
GFOA | HRPMO
Document current state process workflows, Process workflow diagrams, addressing various financial X X

data sources, primary and subsidiary system
applications, and reports for the budget
process and monthly financial transactions and
closing processes. ldentify intemal control gaps
and inefficiencies.

#* Root Cause Category: Workflow
Management and Accountability

#» Responsible Resource: Independent,
external contracted resource — working with
Finance, the Shenff's Office and additional
county departments and offices —
Recommend engagement be facilitated by
the Office of County Internal Audit to ensure
independent effort.

processas including general ledger transactions and
budget, are posted on the Finance intranet site on its
Central Finance Business Process Analysis page. These
diagrams were created in 2018 to support the process
analysis project which led to both the GFOA and the
HRFMO reports. These process workflow diagrams have
not been updated.

Documenting and analyzing the budget processes and
monthly financial fransaction and closing processes — as
they function today — will help the county:

Improve quality,

Eliminate waste,

Minimize cost,

Reduce time, and

Improve service.

The results of an independent assessment and facilitated
business process workflow analyses will clarify what work
is being done, how the work is being done, and where the
gaps are between current and desired state. Clearly
identifying the primary and subsidiary financial systems
and supporting processes would validate accuracy and
completeness of county financial data. This will inform the
county’s ongoing business process and policy design
efforts.
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BUDGET COMMITTEE ADVISORY MOTION — RECOMMENDATIONS FOR IMPROVEMENT

Prior
Recommendation Observations Assessments
2018 2019
GF0OA | HRPMO
As a result of fully implemented month-end The Finance Project Timeline provides an overview of the X x

closing, provide and communicate timely,
complete and accurate static monthly financial
reports.

=

Root Cause Cateqgory: Workflow
Management and Accountability

Provide division-level details.
# Responsible Resource: Finance
Department

Provide budget-to-actual comparisons.

L

¥ Responsible Resource: Finance
Depariment

Analyze significant variances between
budget and actuals

b

* Responsible Resource: Sheriff's Office [
Operating Departments & Offices

department’s 3-year plan and defines key projects. As
projects evolve, timelines are adjusted and revised.

The Finance Project Timeline presented on February 24,
2021, identified the “New Monthly Financial Report” project
with tentative start and completion targets of January 2021
and September 2021, respectively. This onginal project
proposal was adjusted. The cumrent Timeline, updated May
17, 2023, includes the “Accounting Peried Close” project,
shown as beginning in January 2023 and tentatively
concluding in December 2024.

In August 2023, Finance expressad its gratitude to county
departments and offices for supporting the “Penod Close”
project and celebrating the countywide effort to achieve the
July 2023 period close.

Fully implementing the monthly financial reporting process
will help embed the county’s changing financial
managemeant approach within the county’s culture. Monthly
reports create accessible data and the opportunity for
collaborative data integnty controls — frequently reviewing
the data for timeliness and accuracy. Aligning financial
practices with the county's financial management approach
will enhance overall decision-making and service delivery.
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BUDGET COMMITTEE ADVISORY MOTION — RECOMMENDATIONS FOR IMPROVEMENT

Prior
Recommendation Observations e
20183 201G
GFOA | HRPMO
Review the two external consulting reports - The county contracted with the Government Finance NA NA

2018 Govemment Finance Officers
Association's "Organizational Assessment” and
2019 HRPMO Inc.'s “Finance Needs
Assessment” report — for relevant observations
and recommendafions.

#* Root Cause Category: Workflow
Management

= Responsible Resource: Finance
Department

a. Establish status of all recommendations
from both reports.

b. Implement applicable outstanding
recommendations.

Officers Association (GFOA) in 2018 for a high-level
organizational assessment and in 2019 a more detailed
financial business process analysis through HRPMO, Inc.

The Government Finance Officers Association’s
“Organizational Assessment — Finance” report identified
five areas of major issue and improvement and made
recommendations within its “Plan of Action” report.

The HRPMO “Finance Needs Assessment” report offered
11 strategic recommendations and 120 operational
recommendations within ten identified root cause areas of
COoncermn.

In the last five years, the Finance depariment has

implemented activities which directly respond to the

observations of both the Government Finance Officers

Association and the HRPMO reports. The Finance

department, among other activities, has:

s enhanced inter-departmental communications with
monthly newsletters and a Finance Liaison Group.

« implemented a new Chart of Accounts.

s employed OpenGov software to enhance budgeting,
forecasting, and reporting transparency.

« revised intemal service charges methodology.
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BUDGET COMMITTEE ADVISORY MOTION — RECOMMENDATIONS FOR IMPROVEMENT

Recommendation

Observations

Prior

Assessments

2018
GFOA

2019
HEPMO

« established monthly financial close process.
s developed and published ten new Finance policies.

Future projects enhancing accounts receivable and billing,
customer and supplier contracts, and payroll processes are
included on the department's “Projects Timeline: 3 Year
Plan.” The timeline documents potential process
improvement projects into fiscal year 2024-2025 and
beyond.

Reviewing the status and relevancy of these 20138 and

2019 business process assessment reports will:

» add value to current Finance projects by ensunng
project scopes address previously identified
improvement opportunities.

+ maximize the impact of the assessment reports by
holding the county accountable to its process
improvement commitment.

X

- Similar

observation /
recommendation
noted in final report
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Clackamas County
Internal Audit Oversight Committee
Meeting Materials
Wednesday, October 11, 2023

ltem #9
FY23-24 Audit Plan — 10.11.2023 Status
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Engagements

2022 County Financial Condition Analysis

Status
Complete

FY23-24 Audit Plan

Assurance & Advisory Engagements — Status update
October 11, 2023

Notes

2022 Audit Plan activity completed after last Committee meeting. Report issued -
June 16, 2023 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.

Civil Rights — Title %I Public Notification Complete Management Letter issued — August 31, 2023. Management agreed with 3/3

and Complaint Management recommendations offered.

FY 23-24 Budget Commitiee Advisory Complete Advisory engagement requested by County Administrator/County Budget Officer;

Maotion scope designed to address May 24, 2023, Budget Committee meeting comments
and communicated on June 27, 2023, email to the county Budget Officer, Budget
Committee and Sheriff. Management Letter issued — September 31, 2023. Seven
recommendations were offered.

Clackamas County Clerk — Elections In Progress Planning and survey work underway; observation of Special Elections scheduled

Audit: Status Update for November 7, 2023 Anticipated scope will encompass 2024 election activity.
Engagement timed for maximum efficiency.

Courthouse Capital Construction Project  In Progress Planning and survey work underway; Entrance conference anticipated in October.

Finance — Asset Management In Progress Initial planning and survey work underway.

Clackamas County Sheriff's Office — Jail Not yet started

Operations

Housing Authority — Affordable Housing Mot yet started

Bond Program

2023 Audit Recommendation Monitoring Not yet started  Monitoring activity scheduled for December 2023; Target report date — January
2024

2023 Risk Assessment Mot yet started  Risk assessment activity scheduled for April/lMay 2024 . Results to inform FY 24-

25 Audit Plan.
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Clackamas County
Internal Audit Oversight Committee
Meeting Materials
Wednesday, October 11, 2023

ltem #10
Quality Assurance and Improvement Program —
10.11.2023 Status
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Quality Assurance and

Improvement Program
Status update
October 11, 2023

QAIP Goals & Activity Status Notes

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

IACC Handbook™ Complete IAOC onboarding tool; updated January 2023

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

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

IACC Composition Compete Composition includes community membership — New member
appointed July 2023.

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 adequate governance.

OCIA Charter In progress Next annual review — Target January 2024

IAQC Charter In progress Next annual review — Target January 2024

OCIA Policy and procedure manual™ In progress Continued development and refinement; completion planned in
preparing for peer review.

External Quality Assessment Review - Peer In planning Contract Target 2023; Coordinating with State of Oregon Chief

review” stage Audit Executive Council to participate in state reciprocal activity.
Timing impacted by State resources and projects.

Hotline governance In progress Annual summary reports published; Governance and control

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

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. FY23-24

IPPF 1010 The CAE discusses with the IAOC the Definition of Internal Auditing, the Code of Ethics, and the Standards — as documented FY23-24
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 FY23-24
documented within the Office of County Internal Audit charter.

IPPF 1110 The CAE confirms to the IACC annually the organizational independence of the Office of County Internal Audit. FY23-24

IPPF 1111 The CAE communicates and interacts directly with the Board — providing annual activity updates. FY23-24

IPPF 1130.A1&A2 | The CAE confirms to the IACC annually the objectivity of the Office of County Internal Audit staff. FY23-24

IPPF1300 The CAE discusses the results of the Quality Assurance and Improvement Program, including ongoing monitoring of individual FY23-24
engagements, self-assessment results and recommendations, and external peer reviews.

IPPF 2200 through | The CAE discusses with the IAOC the results of individual engagement guality 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
independence and qualifications of the external reviewer.

IPPF 1320 The CAE communicates the results of the external assessment to the JAOC and the status of recommendations.

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

IPPF 1321 & IPPF
1322

The CAE addresses with the IAOC the Office of County Internal Audit's use of statements of Standard conformity or
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
IAQC to ensure that management actions have been effectively implemented or that senior management has accepted the risk of
not taking action.

IPPF 2600 The CAE communicates to the IACC all circumstances in which the CAE has determined that senior management has accepted
a level of nisk 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 IAOQC, 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 confirns compliance with all continuing professional
education reguirements.

IPPF 1210.A2 The CAE addresses with the JAOC the sufficiency of fraud detection and investigation resources within the Office of County
Internal Audit.

IPPF 1210.A3 The CAE addresses with the IAOC the sufficiency of information technology auditing resources within the Office of County

Internal Audit.

IPPF 2000 & IPPF
2010

The CAE prepares and presents to the IAOC and senior management an audit plan which adds value to the county organization
and represents a nsk-based prioritization of Office of County Internal Audit resources.

IPPF 2020

The IAOC 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 — issuini an annual assessment reﬁrt_
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