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September 8, 2022

Board of County Commissioners
Clackamas County

Members of the Board:

A Resolution Acknowledging Significant Deficiencies in Internal Control over Compliance for Fiscal Year 2021 and
Describing Corrective Action in Accordance with ORS 297.466

Purpose/Outcome Acknowledgement of two significant deficiencies in internal control over compliance as

part of the Single Audit for the year ended June 30, 2021 and description of the

corrective action being implemented.

Dollar Amount and Fiscal No questioned costs related to audit findings.

Impact - One finding related to time sheet approval, no fiscal impact noted.

- One finding related to five errors in the payroll calculation, known misstatements
from the errors totaled to a $49 undercharge to the program.

Funding Source Federal Grants
Duration Audits are filed annually. Corrective action to be implemented will be permanent.
Previous Board Action At the time of the completion of the fiscal year (FY21) Annual Comprehensive Financial

Report (ACFR), the auditors noted one financial statement finding (2021-001) related to
Material Weakness in Controls over Financial Reporting — Major Fund Reporting. The
Board of County Commissioners previously passed a resolution related to corrective
action plan for the Material Weakness over Financial Reporting at the May 12th, 2022
Business Meeting.

Strategic Plan Alignment This Resolution continues to build public trust as we demonstrate good government by
being fiscally responsible for the public’s funds.

County Counsel Review Reviewed and approved by County Counsel by AN 8.31.2022

Procurement Review Was the item processed through Procurement? No, this is a Resolution and it is not
required to go through Procurement.

Contact Person Elizabeth Comfort, Finance Director, 503-936-5345

Contract No. N/A

BACKGROUND:

As part of the annual audit each year, the County’s external audit firm reports on compliance over federal awards. One of
the requirements is to report upon compliance with Office of Management and Budget’s (OMB) Uniform Guidance. During
the audit of FY2021, the auditors identified two Significant Deficiencies in Internal Control Over Compliance.

Federal program — Assistance Listing Number (ALN) 14.218, CDBG — Entitlement Grants Cluster.

Criteria — Evidence of timesheet approval by the department supervisor should be maintained for all federal
programs in accordance with OMB Uniform Guidance §200.303 — Internal Controls to ascertain the allowability of
costs incurred under the program.

Condition — The auditors identified three timesheets that did not have appropriate approval of the selected timecard.

Federal program — ALN 97.036, Disaster Grants — Public Assistance (Presidentially Declared Disasters)

Criteria — The County should ensure the accuracy of grant related payroll calculations for all federal programs in
accordance with OMB Uniform Guidance §200.303 — Internal Controls to ascertain the allowability of costs incurred
under the program.

Condition — The auditors identified five errors in the payroll calculation that resulted in the grant being incorrectly
charged due to a lack of review in the payroll calculation.
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The detail of the audit report can be found in the Annual Audit of Federal Awards Report for the year ended June 30, 2021.
See Exhibit A, page 16 of document. For the full 2021 Annual Report, please Vvisit:
https://www.clackamas.us/finance/financearchive.html.

ORS 297.466 requires within 30 days after filing an annual report with the Secretary of State that the governing body file
with the Secretary of State and a plan of action adopted for addressing any deficiencies noted in the audit report. The
resolution is to formally acknowledge the audit findings and describe the corrective actions implemented. Corrective action
related to both audit findings has been implemented.

This Resolution has been reviewed and approved by County Counsel.

RECOMMENDATION:
Staff respectfully recommends the Board of Clackamas County approve this resolution acknowledging the two Significant
Deficiencies in Internal Controls for fiscal year 2021 and describing corrective action in accordance with ORS 297.466.

Respectfully submitted,
(75@«5&% Cw%mt

Elizabeth Comfort, Finance Director



BEFORE THE BOARD OF COUNTY COMMISSIONERS
OF CLACKAMAS COUNTY, STATE OF OREGON

A Resolution Acknowledging Significant RESOLUTION NO.
Deficiencies in Internal Control over Compliance Page 1 of 2

for Fiscal Year 2021 and Describing Corrective
Action in Accordance with ORS 297.466

WHEREAS, Clackamas County’s Schedule of Expenditures of Federal
Awards (SEFA) audit for the fiscal year ending June 30, 2021 reports two significant deficiencies
in internal control over compliance for federal awards; and

WHEREAS, evidence of timesheet approval by the department should be
maintained for all federal programs in accordance with Office of Management and
Budget (OMB) Uniform Guidance 2 C.F.R. §200.303 - Internal Controls to ascertain the
allowability of costs incurred under the program; and

WHEREAS, the auditors identified an allowable cost significant deficiency in
internal control over compliance related to three timesheets that did not have appropriate
approval of the selected timecard for Assistance Listing Number 14.218, CDBG — Entitlement
Grants Cluster; and

WHEREAS, the auditors identified an allowable cost significant deficiency in
internal control over compliance related to five errors in the payroll calculation that
resulted in the grant being incorrectly charged due to a lack of review in the payroll
calculation for Assistance Listing Number 97.036, Disaster Grants — Public Assistance
(Presidentially Declared Disasters); and

WHEREAS, the County should ensure the accuracy of grant related payroll
calculations for all federal programs in accordance with OMB Uniform Guidance 2 C.F.R.
§200.303 — Internal Controls to ascertain the allowability of costs incurred under the program; and

WHEREAS, ORS 297.466(2) requires the governing body of Clackamas
County to determine measures considered necessary for corrective actions and a period of
time estimated to complete them; and

WHEREAS, ORS 297.466(3) requires Clackamas County to submit an
adopted resolution of corrective measures to the Secretary of State’s Office within 30 days from
the submission of Clackamas County’s Annual Report to the Secretary of State; and

NOW, THEREFORE, BE IT RESOLVED that in order to ensure current and
future compliance with OMB Uniform Guidance, additional procedures will be incorporated
immediately to follow up on time sheets missing approval by department supervisors at
time of processing payroll, as well as procedures to verify calculations for grant reporting prior
to submission.

NOW, THEREFORE, BE IT FURTHER RESOLVED that in order to ensure
current and future compliance with Office of Management and Budget's (OMB) Uniform
Guidance, and to create additional internal controls for compliance with the same, Clackamas
County has implemented the procedures outlined above as of August 17", 2022, the date of the
audit Corrective Action Plan.



BEFORE THE BOARD OF COUNTY COMMISSIONERS
OF CLACKAMAS COUNTY, STATE OF OREGON

A Resolution Acknowledging Significant RESOLUTION NO.
Deficiencies in Internal Control over Compliance Page 2 of 2

for Fiscal Year 2021 and Describing Corrective

Action in Accordance with ORS 297.466

Dated this 8th day of September, 2022.

BOARD OF COUNTY COMMISSIONERS

Chair

Recording Secretary



Audit of Federal Awards Performed
in Accordance with Government
Auditing Standards and Uniform <@

Guidance and Supplementary CLACKAMAS
Information COUNTY

For the fiscal year ended June 30, 2021



CLACKAMAS COUNTY, OREGON
TABLE OF CONTENTS

Report of Independent Auditors on Internal Control over Financial Reporting and
On Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Report of Independent Auditors on Compliance for Each Major Federal Program,;
Report on Internal Control Over Compliance; and Report on Schedule of
Expenditures of Federal Awards Required by Uniform Guidance

Schedule of Expenditures of Federal Awards

Notes to the Schedule of Expenditures of Federal Awards

Schedule of Findings and Questioned Costs

Corrective Action Plan

Summary Schedule of Prior Year Findings

1-2

3-5

6-11

12-13

14-17

18-19

20



@ MOSSADAMS

Report of Independent Auditors on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards

Board of County Commissioners of
Clackamas County, Oregon

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
governmental activities, the business-type activities, the discretely presented component unit, each
major fund, and the aggregate remaining fund information of Clackamas County, Oregon (the
“County”) as of and for the year ended June 30, 2021, and the related notes to the financial
statements, which collectively comprise the County’s basic financial statements, and have issued our
report thereon dated April 20, 2022. Our report includes a reference to other auditors who audited the
financial statements of Workforce Investment Council of Clackamas County, Inc. dba Clackamas
Workforce Partnership (“WICCQ”), a component unit of the County, as described in our report on the
County’s financial statements. This report does not include the results of the other auditors' testing of
internal control over financial reporting or compliance and other matters that are reported on
separately by those auditors.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the County’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the County’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the County’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity's financial statements will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that have not been identified. We did identify a certain deficiency in internal control,
described in the accompanying Schedule of Findings and Questioned Costs as item 2021-001 that
we consider to be a material weakness.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

The County’s Response to Findings

The County’s response to the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. The County’s response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion
on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

NMloay Relamar LLP

Portland, Oregon
April 20, 2022



@ MOSSADAMS

Report of Independent Auditors on Compliance for Each Major Federal
Program; Report on Internal Control Over Compliance; and Report on the
Schedule of Expenditures of Federal Awards Required by the Uniform
Guidance

Board of County Commissioners of
Clackamas County, Oregon

Report on Compliance for Each Major Federal Program

We have audited Clackamas County, Oregon’s (the County”) compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct and
material effect on each of the County's major federal programs for the year ended June 30, 2021.
The County’s major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

The County’s basic financial statements include the operations of the Housing Authority of
Clackamas County (the “Authority”) and Workforce Investment Council of Clackamas County, Inc.
dba Clackamas Workforce Partnership (“WICCQ”), which expended $24,595,344 and $2,040,502,
respectively, in federal awards which are not included in the County’s schedule of expenditures of
federal awards for the year ended June 30, 2021. Our audit, described below, did not include the
operations of the Authority because the Authority elected to perform a separate audit on compliance
over the Authority’s separately issued schedule of expenditures of federal awards for the year ended
June 30, 2021. Our audit also did not include the operations of WICCO because WICCO engaged
other auditors to perform a separate audit on compliance over WICCQO’s separately issued schedule
of expenditures of federal awards for the year ended June 30, 2021.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the County's major federal
programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a test basis, evidence about the County's compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances.



We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the County's
compliance.

Opinion on Each Major Federal Program

In our opinion, the County complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended June 30, 2021.

Report on Internal Control Over Compliance

Management of the County is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the County's internal control over compliance with
the types of requirements that could have a direct and material effect on each major federal program
to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do
not express an opinion on the effectiveness of the County's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.
However, we did identify certain deficiencies in internal control over compliance, described in the
accompanying schedule of findings and questioned costs as item 2021-002 and 2021-003, that we
consider to be significant deficiencies.

The County’s response to the internal control over compliance findings identified in our audit is
described in the accompanying schedule of findings and questioned costs. The County’s response
was not subjected to the auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.



Report on Schedule of Expenditures of Federal Awards Required by the Uniform
Guidance

We have audited the financial statements of the County as of and for the year ended June 30, 2021,
and have issued our report thereon dated April 20, 2022, which contained an unmodified opinion on
those financial statements. Our audit was conducted for the purpose of forming an opinion on the
financial statements as a whole. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by the Uniform Guidance and is not a
required part of the financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare
the financial statements. The information has been subjected to the auditing procedures applied in
the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the schedule of expenditures of federal awards is fairly stated in all material respects in
relation to the financial statements as a whole.

My Aelamas LLP

Portland, Oregon
August 17, 2022
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CLACKAMAS COUNTY, OREGON
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2021

Summary of Significant Accounting Policies

The Schedule of Expenditures of Federal Awards (the Schedule) is presented using the modified
accrual basis of accounting, which is described in Note 1 to the basic financial statements of
Clackamas County, Oregon (the County). Such expenditures are recognized following the cost
principles contained in Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance)
wherein certain types of expenses are not allowable or are limited as to reimbursement. The Pass
through entity identifying numbers are presented where applicable.

Election of De Minimis Indirect Cost Rate

During the fiscal year ended June 30, 2021, the County did not elect to use the 10-percent de
minimis indirect cost rate allowed under the Uniform Guidance.

Basis of Presentation

The Schedule presents the activity of all federally-funded programs of the County, except for the
Housing Authority of Clackamas County (HACC) and the Workforce Investment Council of
Clackamas County, Inc. (WICCO), which issue separate reports. The reporting entity is defined in
Note 1 to the County’s basic financial statements. The information in the Schedule is presented in
accordance with the requirements of the Uniform Guidance. Because the Schedule presents only
a selected portion of the operations of the County, it is not intended to and does not present the
financial position, changes in financial position, or the cash flows of the County.

Revolving Loan Programs

The County makes loans to developers for the construction of low-income housing units. The seed
money for these loans used to establish the program initially was provided through Federal funds
under the Rural Development Multi-Family Housing Revitalization Demonstration Program (ALN
#10.447), Community Development Block Grants/Entitlement Grants (ALN #14.218), HOME
Investment Partnerships Program (ALN #14.239), and Neighborhood Stabilization Program (ALN
#14.256); The County’s responsibility over these loans is to ensure that a specified percentage of
the total rental units are rented to low-income individuals, and the ongoing compliance
requirements relate to the accumulated loan balances.

In January 2019, the County entered into a Revenue Secured Loan with the Oregon Department
of Environmental Quality (ODEQ) for installation of an anaerobic digester, biosolids dewatering
and cake loadout facility financing under the Clean Water State Revolving Fund with an amount
not to exceed $37,000,000 for the Tri City Water Resource Recovery Facility Solids Handling
Improvements Project (the Project). The first funding was received in September 2019.
Construction was completed subsequent to the County’s June 30, 2021 year-end with annual
principal and interest payments on this loan commencing on February 1, 2023 through February
1, 2042 (20-year loan). Interest is fixed at 2.14%. For the year ended June 30, 2021, the County
received and expended $4,828,092 from the U.S. Environmental Protection Agency passed
through ODEQ through ALN 66.458. The outstanding loan balance as of June 30, 2021 is
$16,622,518.
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CLACKAMAS COUNTY, OREGON
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2021

Revolving Loan Programs (continued)

The outstanding loan balances as of June 30, 2021 consists of:

ALN Proagram Name Outstanding Balance
10.447 The Rural Development (RD) Multi-Family Housing $50,000

Revitalization Demonstration Program

14.218 Community Development Block Grants/Entitlement Grants (Direct $5,142,245

Federal)
14.218 Community Development Block Grants/Entitlement Grants (NSP- $1,177,138
1 HERA Passed through OHCS)
14.239 Home Investment Partnerships Program $18,971,443
14.256 Neighborhood Stabilization Program (Recovery Act Funded) $428,223

(NSP-2 ARRA Passed through OHCS)

66.458 Clean Water State Revolving Funds $16,622,518
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CLACKAMAS COUNTY, OREGON

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2021

Section I - Summary of Auditor’s Results

Financial Statements

Type of report the auditor issued on whether the
financial statements audited were prepared in
accordance with GAAP:

Internal control over financial reporting:

o Material weakness(es) identified?

o Significant deficiency(ies) identified?
Noncompliance material to financial statements noted?

Federal Awards

Internal control over major federal programs:
e Material weakness(es) identified?

o Significant deficiency(ies) identified?

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a)?

Unmodified

OO0 X

O
=

X

Yes
Yes

Yes

Yes

Yes

Yes

[ ] No
X None reported
X No

X No
[l None reported

[ ] No

Identification of major federal programs and type of auditor’s report issued on compliance for

major federal programs:

Type of Auditor's Report
Federal Assistance Issued on Compliance for
Listing Numbers Name of Federal Program or Cluster Major Federal Programs
14.239 Home Investment Partnerships Program Unmodified
14.218 CDBG - Entitlement Grants Cluster Unmodified
21.019 COVID-19 — Coronavirus Relief Fund Unmodified
21.023 COVID 19 — Emergency Rental Assistance Unmodified
Program
97.036 Disaster Grants — Public Assistance Unmodified
(Presidentially Declared Disasters)
Dollar threshold used to distinguish between type A and
type B programs: $__ 3,000,000
Auditee qualified as low-risk auditee? [] Yes X No
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CLACKAMAS COUNTY, OREGON
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2021

Section II - Financial Statement Findings

FINDING 2021-001—Material Weakness in Controls over Financial Reporting — Major Fund
Reporting

Criteria — Generally accepted accounting principles require the County report major funds as separate
columns in the basic fund financial statements and subject major funds to a separate opinion in the
independent auditor’s report.

Condition — The County improperly omitted the Social Services Fund (the Fund) from major fund
reporting in its basic fund financial statements.

Context — The liabilities and deferred inflows of resources for the Fund increased by $12,397,314
since the prior fiscal year end. As of June 30, 2021, the Fund'’s liabilities and deferred inflows of
resources were greater than 10% of the County’s total governmental fund liabilities and deferred
inflows of resources and 5% of the County’s total governmental fund and enterprise fund liabilities
and deferred inflows of resources.

Effect — The Fund was reported as a non-major special revenue fund, rather than a major fund.

Cause — The County’s calculation did not include a calculation that identified a major fund when
liabilities exceeded 10% of the governmental fund liabilities and deferred inflows of resources and 5%
of the County’s total governmental fund and enterprise fund liabilities and deferred inflows of
resources. Rather, the calculation only included an analysis of revenues and expenditures/expenses.

Recommendation — We recommend the County update their calculation in accordance with generally
accepted accounting principles. We further recommend the calculation be reviewed to ensure major

funds are appropriately identified and reported in the County’s basic financial statements.

Response — The County agrees with the recommendation and will implement these changes with the
preparation of the June 30, 2022 financial statements.
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CLACKAMAS COUNTY, OREGON
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2021

Section III - Federal Award Findings and Questioned Costs

FINDING 2021-002—Allowable Costs — Significant Deficiency in Internal Control over
Compliance

Identification of federal program — 14.218, CDBG - Entitlement Grants Cluster

Criteria or specific requirement — Evidence of timesheet approval by the department supervisor
should be maintained for all federal programs in accordance with OMB Uniform Guidance §200.303 —
Internal Controls to ascertain the allowability of costs incurred under the program.

Condition — We identified three timesheets that did not have appropriate approval of the selected
timecard.

Context — We selected 14 payroll charges from the entire population of payroll charges for the fiscal
year. Of the 14 items selected for testing, three timesheets were identified that did not have an
approval noted by the department supervisor to verify the number of hours worked and the allocation
of these hours to the grant job code which determines the payroll allocation to grant.

Effect — Hours worked and the allocation of time to federal programs could be inaccurately captured
on the timesheet and not discovered and corrected.

Questioned costs — None.

Cause — It is the County’s practice to allow payroll to be processed prior to a timesheet being
approved by the department supervisor; however, it is the County’s policy that payroll would follow up
with the department subsequent to the pay date to obtain the approval. For the three selections we
identified, either the evidence of such approval was not retained or the departments did not perform
the timesheet review.

Repeat finding — No.

Recommendation — We recommend that evidence of timesheet approval by the department
supervisor be obtained and maintained for Federal programs and for future review.

Views of responsible officials and planned corrective actions - Our Payroll department currently
makes several attempts to obtain approval from timesheet approvers for time that has not been
approved. In addition to continuing with this effort, the Payroll department will follow up with the
offending department’s Director if no response is received from the original approver during the
following pay period. If the issue can'’t be resolved at this level, it will be escalated to the County’s
Finance Director in the following period who will address it at the Department and/or County
Administrator level and approvals will be obtained and retained.

FINDING 2021-003—Allowable Costs — Significant Deficiency in Internal Control over
Compliance

Identification of federal program — 97.036, Disaster Grants — Public Assistance (Presidentially
Declared Disasters)

Criteria or specific requirement — The County should ensure the accuracy of grant related payroll
calculations for all federal programs in accordance with OMB Uniform Guidance §200.303 — Internal
Controls to ascertain the allowability of costs incurred under the program.

Condition — We identified five errors in the payroll calculation that resulted in the grant being
incorrectly charged due to a lack of review in the payroll calculation.
16



CLACKAMAS COUNTY, OREGON
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2021

FINDING 2021-003—Allowable Costs — Significant Deficiency in Internal Control over
Compliance (continued)

Context — We selected 40 payroll charges from the entire population of payroll charges for the fiscal
year. Of the 40 items selected for testing, the following errors were identified:

- One instance where the overtime hours of an employee were included in both the overtime and
regular fringe benefits calculations.

- One instance of an incorrect longevity rate applied to an employee’s pay rate.

- Two instances where an outdated payrate was charged to the grant rather than the current

payrate.
- One instance where overtime hours were charged at the regular fringe rate, rather than the

overtime fringe rate.
Known misstatements from the five errors totaled to a $49 undercharge to the program.
Effect — Improperly reviewing payroll calculations could lead to mischarges to the federal program.

Questioned costs — None

Cause — Upon the completion of the timesheet approval, the FEMA accountant manually calculates
the appropriate amount to be charged to the grant. The process includes multiplying the hours
worked for the FEMA project obtained from the approved timesheet to the corresponding rates (e.g.
regular, overtime, fringe benefits). There was no review in this process to verify the accuracy of the
calculation in the event of an error.

Repeat finding — No.

Recommendation — We recommend that the payroll calculation be reviewed prior to the FEMA portal
submission.

Views of responsible officials and planned corrective actions - Following the FEMA accountant’s
manual calculation of the appropriate amount to be charged to a grant or reimbursement application,
a manager in the Finance Department (a Deputy Director, Accounting Manager, or Grant Manager)
will review the numbers, formulas, and calculations in the spreadsheets to verify the accuracy of
them.
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Elizabeth Comfort
Finance Director

CLACKAMAS
COUNTY Department of Finance
Public Services Building
2051 Kaen Road, Suite 490 | Oregon City, OR 97045

August 17, 2022
In accordance with OMB Uniform Guidance, we have provided below Clackamas County’s response and
corrective action plans addressing the findings in the “Report on Federal Awards in Accordance with the OMB

Uniform Guidance” for the fiscal year that ended June 30, 2021.

Finding 2021-002: Allowable Costs — Significant Deficiency in Internal Controls

Management agrees with the finding and the auditor’s recommendation.

Contact Person responsible for corrective action:

Patrick Williams
pwilliams@clackamas.us
971-325-5392

Correction Action Planned:

Our Payroll department currently makes several attempts to obtain approval from timesheet approvers for
time that has not been approved. In addition to continuing with this effort, the Payroll department will follow
up with the offending department’s Director if no response is received from the original approver during the
following pay period. If the issue can’t be resolved at this level, it will be escalated to the County’s Finance
Director in the following period who will address it at the Department and/or County Administrator level and
approvals will be obtained and retained.

Finding 2021-003: Allowable Costs — Significant Deficiency in Internal Controls

Management agrees with the finding and the auditor’s recommendation.

Contact Person responsible for corrective action:

Patrick Williams
pwilliams@clackamas.us
971-325-5392

Correction Action Planned:

Following the FEMA accountant’s manual calculation of the appropriate amount to be charged to a grant or
reimbursement application, a manager in the Finance Department (a Deputy Director, Accounting Manager, or

p.503.742.5400 | www.clackamas.us
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Elizabeth Comfort
Finance Director

CLACKAMAS
COUNTY Department of Finance
Public Services Building
2051 Kaen Road, Suite 490 | Oregon City, OR 97045

Grant Manager) will review the numbers, formulas, and calculations in the spreadsheets to verify the accuracy
of them.

Anticipated Completion Date

Management anticipates this will be resolved immediately.

Sincerely,
(Zg‘wwz Co»%aw

Elizabeth Comfort
Finance Director

p.503.742.5400 | www.clackamas.us
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CLACKAMAS
COUNTY Department of Finance
Public Services Building
2051 Kaen Road, Suite 490 | Oregon City, OR 97045

Summary Schedule of Prior Audit Findings for the Fiscal Year Ended June 30, 2020

Financial Statement Finding
Finding 2020-01 — Schedule of Expenditures of Federal Awards (SEFA)

Material Weakness in Internal Control over Financial Reporting
Material Weakness in Internal Control over Compliance

Federal Agency: Environmental Protection Agency
Federal Program: 66.458, Clean Water State Revolving Funds Cluster

Condition: The County improperly omitted the Clean Water State Revolving Funds Cluster from its SEFA for the year
ended June 30, 2020.

Recommendation: We recommend the County update their SEFA preparation policies and procedures to ensure the
amount expended in the SEFA equals the value of new loans made or received during the audit period plus the
beginning of the audit period balance of loans from previous years for which the federal government imposes
continuing compliance requirements plus any interest subsidy, cash, or administrative cost allowance received. We
further recommend the SEFA be reviewed in detail by a knowledgeable person at the County to verify the SEFA is
correct.

Status of Finding: Fully implemented: Management has resolved this matter with additional procedures incorporated
into our SEFA process, including steps to identify loan activity required for reporting.

p.503.742.5400 | www.clackamas.us 20
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