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OTHER COMMENTS AND RECOMMENDATIONS (Continued) 

 

CONTROL DEFICIENCIES (Continued) 

 

Bond Ledger 

 

The Circuit Clerk currently maintains two bond ledgers. One is prepared manually and the other 

is prepared by the computer system. The manual ledger is reconciled to the balance of cash held 

by the Circuit Clerk on a monthly basis. At November 30, 2018, the computer bond ledger was 

approximately $268 out of balance as compared to the manual ledger. The computer prepared bond 

ledger and the manual bond ledger have been out of balance since November 2002 when the 

software system for the computer prepared bond ledger was purchased. We recommend that the 

difference be reconciled and adjusted in the bond ledger prepared using the computer software so 

this ledger also agrees to the cash balance. This will eliminate the inefficiency created by 

maintaining two bond ledgers. 

 

Account Reconciliations 

 

During the audit, we noted that The Elms’ Accounts Receivable Aging by Service Date report did 

not agree to the accounts receivable trial balance account recorded in the accounting system.  While 

the difference was an immaterial amount, we recommend the underlying reason or the difference 

be identified and steps taken to correct the account balances so the reports agree each month.  

Procedures should be performed to ensure that differences are identified, researched, and resolved 

on a timely manner.   

 

Census Data for Actuarial Valuations 

 

During our testing of OPEB census information provided to the actuary, we noted one exception 

in which the information per the personnel file did not agree to the OPEB census data.  We 

recommend the County continuously update employee information and provide accurate census 

data to the OPEB actuary to accurately determine the net OPEB liability required to be reported in 

the County’s financial statements. 

 

Service Organization Internal Controls 

 

During the audit, we noted the service organization that provides claims administration and 

adjustment services for the County’s self-insurance fund did not have an examination of their 

internal controls performed within the last year.  The transactions performed by the service 

organization are not only affected by the County’s internal controls, but by the controls of the 

service organization that processes them.  Further, we noted that the County does not receive 

confirmation that changes sent to the service organization regarding employee health insurance 

coverage were properly made. We recommend the County request the service organization have 

an examination of internal controls performed annually to verify that the internal controls of the 

service organization are in place and working effectively. If an examination of internal controls is 

not performed, we recommend that the County have procedures in place to receive confirmation 

from the organization that changes are properly made.  
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OTHER COMMENTS AND RECOMMENDATIONS (Continued) 

 

ADVISORY COMMENTS 

 

Accounting Procedures Manual 

 

The County does not currently have a consolidated accounting procedures manual.  The County 

should continue to formalize their accounting procedures in a manual which is board approved and 

documents the significant financial and accounting procedures which the Treasurer’s office and 

other departments perform.  Areas to focus on would be accounting transactions, budgeting 

procedures, cash balancing procedures, payroll processing procedures, and capital asset 

procedures.  This will provide a formal set of policies and procedures which the County can use 

to assist both new and existing employees. 

 

Capital Assets 

 

During our testing of capital assets, we noted that the County has not established a formal 

capitalization policy concerning the acquisition and disposal of property and equipment.  To ensure 

that all property purchases and disposals are consistent, we recommend that formal policies be 

adopted.  The policy should also include intangible assets to comply with GASB Statement No. 

51, Accounting and Financial Reporting for Intangible Assets.  The County should document the 

capitalization policy for the County and communicate it to those who code property invoices to 

ensure the policy is consistently followed.   We also recommend that a physical inventory be 

performed over capital assets periodically. 

 

Use of Restricted Resources  

 

During the audit we noted that the County has not established a formal policy concerning the use 

of restricted resources when an expense is incurred for purposes for which both restricted and 

unrestricted resources are available. We recommend the County adopt a formal policy for the use 

of restricted resources in order to maintain consistency when applying these resources to expenses 

incurred.  

 

Personnel Policies 

 

During our audit we noted that there is no written policy that addresses the hiring of employees or 

the voluntary and involuntary employee termination procedures.  We noted individuals that were 

terminated where the termination dates were not communicated to the Accounting Department 

timely.  Additionally, we noted there are no formal procedures for requesting, establishing, issuing, 

suspending, modifying, and closing user accounts, including appropriate authorization.  To 

properly report payroll, employee benefits, and job descriptions we recommend that a written 

policy is established regarding the communication between County employees regarding the hiring 

and termination of employees and the implementation and cancellation of employee benefits and 

user accounts. 
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OTHER COMMENTS AND RECOMMENDATIONS (Continued) 

 

ADVISORY COMMENTS (Continued) 

 

Travel Reimbursements 

 

During our review of disbursements made to employees, we noted the County did not have a 

formal policy regarding the submission of travel reimbursement requests and documentation of 

travel reimbursement requests were not consistent across the various departments.  We recommend 

the County establish a formal policy regarding the submission of requests for travel 

reimbursements so requests are consistent across all departments. 

 

Revenue Reconciliation  

 

During our review of landfill host and tipping receipts, we noted one County Department receives 

monthly revenue reports from the vendor and another County Department receives a check for the 

revenue received from the vendor quarterly.  A reconciliation is not performed between the 

monthly revenue reports and the actual amount of the funds received increasing the risk that the 

proper amount may not be received by the vendor.  We recommend that all revenue received by 

the County is reconciled to the underlying support to ensure all payments are properly received.  

 

Managing IT Risks and Compliance 

 

While gaining an understanding of the County’s information technology, we noted that the County 

does not perform a periodic risk assessment over the information technology used.  Performing an 

evaluation over the County’s IT risk governance and compliance policies will ensure optimum 

security for the devices, applications, and data.  According to risk experts, organizations should 

focus that initial assessment on identifying higher-risk areas and on ensuring the mitigation of such 

risks.  We recommend that the County perform periodic reviews over the IT infrastructure and 

network for potential risks and address any potential threats that are discovered.  Included in the 

periodic review should be the evaluation of environmental controls over IT equipment, physical 

access over file/communication servers and off-line data areas, and the level of network security 

in place. 

 

Password Policy 

 

During our review of user access we noted that the County does not have password controls in 

place including password length, password history, password expiration and lockout for failed 

attempts. We recommend the County develop a policy with a required password length, history, 

expiration, and lockout for too many failed attempts.  

 

Information Technology Disaster Recovery Plan 

 

While gaining an understanding of the County’s information technology, we noted that the County 

does not have well-defined, written disaster recovery procedures including contingency plans that 

address operating procedures for the County in the event of the loss of computer processing 

equipment, software, or capability.  The time to make contingency plans is before disaster strikes, 

so that all personnel will be aware of their responsibilities in the event of an emergency situation 

that precludes the use of the existing IT facilities.  This plan should be tested periodically through 

actual “forced” offline processing to ensure adequate familiarity by all employees.  We 

recommend that the County develop a comprehensive disaster recovery plan. 
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OTHER COMMENTS AND RECOMMENDATIONS (Continued) 

 

ADVISORY COMMENTS (Continued) 

 

Information Technology Policy 

 

During the audit, we noted that the County does not have a formal IT policy for its users.  The 

County should consider developing a formal IT policy for its users.  The policy should address the 

following: 

 

• Physical Security 

• Process for adding/removing users 

• Hardware and Software Usage 

• Reporting incidents, problems, and errors 

• Password Controls 

• Email and Internet Usage 

• User Responsibilities 

• Data Backup  

• Virus Prevention 

• Reporting Security Breaches 

 

Implementation of a formal IT policy enables the County to clearly communicate its expectations 

to users concerning its information systems and hardware.  We recommend that users sign an 

acknowledgement that they have read the IT Policy as part of their initial employment orientation 

process. 

 

IT Committee  

 

The County does not currently have an IT strategic planning and risk management process in place 

and could benefit from a formal IT planning process. To obtain the most effective and efficient 

use of IT resources (personnel, hardware, and software), we recommend that management consider 

implementing the following procedures for IT planning: 

 

• Establish an IT planning committee consisting of management and data processing and 

user department representatives. The planning committee should be responsible for (a) 

establishing overall IT objectives, (b) reviewing and approving specific IT plans to 

make sure they meet the overall objectives, are compatible with (and not a duplicate of) 

existing hardware and software, are cost beneficial, and reflect valid needs rather than 

mere desire for the latest product, and (c) setting priorities on requested IT projects to 

allocate resources to projects most beneficial to the County. The committee should 

meet periodically (at least quarterly) to review progress and confirm the priorities. 
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Future Accounting Pronouncements 

 

The Governmental Accounting Standards Board has issued a number of pronouncements 

that may impact the County in the future. 

 

• GASB Statement No. 83, Certain Asset Retirement Obligations, addresses 

accounting and financial reporting for certain asset retirement obligations 

(AROs).  An ARO is a legally enforceable liability associated with the 

retirement of a tangible capital asset.  A government that has legal obligations 

to perform future asset retirement activities related to its tangible capital assets 

should recognize a liability based on the guidance in this Statement.  Statement 

No. 83 is effective for the fiscal year ending November 30, 2019. 

 

• GASB Statement No. 84, Fiduciary Activities, improves guidance regarding the 

identification of fiduciary activities for accounting and financial reporting 

purposes and how those activities should be reported.  Statement No. 84 is 

effective for the fiscal year ending November 30, 2020. 

 

• GASB Statement No. 87, Leases, improves accounting and financial reporting 

for leases by governments. This Statement increases the usefulness of 

governments’ financial statements by requiring recognition of certain lease 

assets and liabilities for leases that previously were classified as operating leases 

and recognized as inflows of resources or outflows of resources based on the 

payment provisions of the contract. It establishes a single model for lease 

accounting based on the foundational principle that leases are financings of the 

right to use an underlying asset. Under this Statement, a lessee is required to 

recognize a lease liability and an intangible right-to-use lease asset, and a lessor 

is required to recognize a lease receivable and a deferred inflow of resources, 

thereby enhancing the relevance and consistency of information about 

governments’ leasing activities. The provisions in Statement No. 87 are effective 

for the fiscal year ending November 30, 2021. 
 

• GASB Statement No 88, Certain Disclosures Related to Debt, including Direct 

Borrowings and Direct Placements, was issued in March 2018 and provides 

guidance on improving disclosures in the notes to the financial statements related 

to debt, including direct borrowings and direct placements of debt.  This 

Statement defines debt for purposes of disclosure in notes to financial statements 

as a liability that arises from a contractual obligation to pay cash (or other assets 

that may be used in lieu of cash) in one or more payments to settle an amount 

that is fixed at the date the contractual obligation is established.  This Statement 

requires that additional essential information related to debt be disclosed in notes 

to financial statements, including unused lines of credit; assets pledged as 

collateral for the debt; and terms specified in debt agreements related to 

significant events of default with finance-related consequences, significant 

termination events with finance-related consequences, and significant subjective 

acceleration clauses. This statement is effective for the fiscal year ending 

November 30, 2019.  
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Future Accounting Pronouncements (Continued)  
 

• GASB Statement No. 89, Accounting for Interest Cost Incurred before the End 

of a Construction Period, requires that interest cost incurred before the end of a 

construction period be recognized as an expense in the period in which the cost 

is incurred for financial statements prepared using the economic resources 

measurement focus.  As a result, interest cost incurred before the end of a 

construction period will not be included in the historical cost of a capital asset 

reported in a business-type activity or enterprise fund.  This Statement also 

reiterates that in financial statements prepared using the current financial 

resources measurement focus, interest cost incurred before the end of a 

construction period should be recognized as an expenditure on a basis consistent 

with governmental fund accounting principles.  This statement is effective for 

the fiscal year ending November 30, 2021. 

 

• GASB Statement No. 90, Majority Equity Interests – an amendment of GASB 

Statements No. 14 and No. 61 improves the consistency and comparability of 

reporting a government’s majority equity interest in a legally separate 

organization and to improve the relevance of financial statement information for 

certain component units  If defines a majority equity interest and specifies that a 

majority equity interest in a legally separate organization should be reported as 

an investment if a government’s holding of the equity interest meets the 

definition of an investment.  For all other holdings of a majority equity interest 

in a legally separate organization, a government should report the legally 

separate organization as a component unit, and the government or fund that holds 

the equity interest should report an asset related to the majority equity interest 

using the equity method.  This statement is effective for the fiscal year ending 

November 30, 2020. 

 

• GASB Statement No. 91, Conduit Debt Obligations, provides a single method 

of reporting conduit debt obligations by issuers and eliminates diversity in 

practice associated with (1) commitments extended by issuers, (2) arrangements 

associated with conduit debt obligations, and (3) related note disclosures. This 

Statement clarifies the existing definition of conduit debt obligation; establishes 

that a conduit debt obligation is not a liability of the issuer; establishes standards 

for accounting and financial reporting of additional commitments and voluntary 

commitments extended by issuers and arrangements associated with conduit 

debt obligations; and improves required note disclosures. This statement is 

effective for the fiscal year ending November 30, 2022. 

 
 

 

 

 








