Audit Committee
Friday, February 13, 2026
1:00 p.m.

Via Zoom:
https://us02web.zoom.us/j/7904362359?20mn=86784497826
Meeting ID: 790 436 2359 Passcode: Audit2025

De Armond Room (1** Floor):
Deschutes Services Building
1300 NW Wall St Bend, OR

I Call to Order
Il Introductions/Notices
. Review/Approve minutes from December 12, 2025, meeting

Iv. Internal Audit Reports
a. No reports completed
b. In-process and Upcoming
* Houselessness
+ Courthouse Construction
+ Status Report

V. Special Topics

Popular Annual Financial Report—Jana Cain

. 2025 Global Report and Presentation

System of Quality Review

. Proposed Audit Committee Survey—Presentation and 2023 Results
FY 2027 Budget Proposal

Update from Auditor Performance Review Subcommittee

- o o 0 T ®

VI. Other Discussion Items
a. Administrative Update


https://us02web.zoom.us/j/7904362359?omn=86784497826

VII. Closing & Adjourn

ﬁ Deschutes County encourages persons with disabilities to participate in all programs and
m 4,‘\ activities. This meeting/event is accessible. Accommodations including sign and other
" language interpreter services, assistive listening devices, materials in alternate formats
such as Braille, large print, electronic formats, or language translations are available
upon advance request at no cost. Please make a request at least 24 hours in advance of
the meeting/event by calling (541) 330-4674 or send an email to
internal.audit@deschutes.org

El condado de Deschutes anima a las personas con discapacidad a participar en todos
los programas y actividades. Esta reunién/evento es accesible. Hay disponibles servicios
de intérprete de lengua de sefias y de otros idiomas, dispositivos de escucha asistida,
materiales en formatos alternativos como braille, letra grande, formatos electrénicos,
traducciones o cualquier otra adaptacion, con solicitud previa y sin ningin costo. Haga
su solicitud al menos 24 horas antes de la reunién/el evento llamando (541) 330-4674 o
envie un correo electrénico a internal.audit@deschutes.org




Office of County Internal Audit

Elizabeth Pape, CIA, CFE - County Internal Auditor
Phone: 541-330-4674
internal.audit@deschutescounty.gov

INTERNAL AUDIT STATUS REPORT
December 2025 and January 2026

Highlights for the period include:

s 45%
e A N 35

%

_Audi 1
Non-Audit W 2%

g

’ 12 month

9 B December and January

Hotline 3%
- %

Follow Up 8% 20%

Continuing Education o 2% 6%

Time management leave not included

Audit work:
o County Approach to Houselessness - Fieldwork phase
Follow-up work:
o None
Administrative:
o County meetings and miscellaneous
Continuing Professional Education:
o Web-based:
»  Why every fraud is a control failure
» New risks
= Third party risk
= Automated control testing
Audit committee:
o Audit committee meeting and support
Hotline:
o Administration


mailto:internal.audit@deschutescounty.gov

o Two open tips.
= One referred to Human Resources
* One not investigated



Popular Annual
Financial Report

For the Fiscal Year Ended June 30, 2025
Deschutes County, Oregon
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Introduction

Residents of Deschutes County,

The purpose of the Deschutes County Popular Annual Financial Report (PAFR) is to
provide residents with a relatively quick read of the highlights from the County’s Annual
Comprehensive Financial Report (ACFR) for the fiscal year ended June 30, 2025, and to
provide insight into long-term trends of the County’s largest financial indicators.

The ACFR is a detailed and complete financial presentation prepared in conformance
with the United States Generally Accepted Accounting Principles (GAAP) and is available
in its entirety online at www.deschutes.org/finance. The ACFR was audited by Baker Tilly
US LLP, an independent auditing firm, and received a clean opinion.

Respectfully Submitted,

Robert Tintle, MPA Jana Cain, CPA
Chief Financial Officer Controller
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Assets

Total assets held by Deschutes County as of Assets by Percent
June 30, 2025 was $725 million, an
increase of 10% over the prior year.

During fiscal year 2025, the County invested in
capital assets which support long-term service
delivery. Capital assets increased by $19
million primarily due to the county courthouse
expansion and major transportation projects.
The County's cash position increased by $21 Cash and
million.

Investments Capital Assets
“Other” assets are made up of receivables and

inventory.

Assets (in millions) 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Cash and Investments 5141 % 148 % 164 % 191 5% 197 % 245 % 268 § 256 % 286 % 311
Capital Assets 190 193 194 193 199 199 203 243 281 300
Other 24 63 49 55 73 80 82 87 92 114
Total Assets $ 355 %404 % 407 % 439 % 469 $ 524 % 553 % 5B6 % 659 % 725

Liabilities Liabilities by Percent

Total liabilities incurred by Deschutes County
as of June 30, 2025 was $392 million, 17% 13%
a 1% increase over the prior year.

During fiscal year 2025, the County's
unearned revenues decreased by $25 million
while the other post-employment benefits Payables

(OPEB) liability and net pension liability and Other |Debt (0]20:]

increased by $13 million and $18 million, Pension Claims

respectively.

Post-employment benefits (Pension and OPEB) continue to be the largest individual County liabilities.

Liabilities (in millions) 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Pension $46 $ 96 $ 87 $ 102 $ 121 $ 143 $ 142 $ 147 $ 155 $ 174
Debt 66 59 55 52 47 43 38 51 70 65
OPEB 20 33 34 35 35 36 44 44 42 52
Payables and Other Claims 29 29 35 34 35 67 77 80 104 83
Knott Landfill Closure 11 1 9 8 11 10 12 14 18 18
Total Liabilities 5172 % 228 $ 220 % 231 5249 5 299 % 313 5 336 5 389 5 382

2 DESCHUTES COUNTY, OREGON



Net Position Net Position (in millions)

Deschutes County’s net position as of June 30, 2025 was $400
approximately $334 million. Net Position is broken mlirrestrictad Net Position
into two types: Capital Assets and Other Assets.
$350 B Restricted Net Position

Net investment in capital assets represents
the book value of the County's capital assets
(acquisition cost minus accumulated depreciation and $300 ™ Netinvestmentin Capital Assets
amounts owed on the related assets).
Capital assets includes the County's investment in $250

e Buildings and building improvements

e Landand land improvements

e Equipment and vehicles $200

e Infrastructure (e.g. roads, bridges, sidewalks)

e Intangibles (e.g. computer software)

$150

The net position of capital assets could be viewed in a
similar manner as home-equity (i.e. in 2025, capital
assets are worth $246 million more than what is owed). $100
Restricted net position represents funds that are
limited to construction activities or specific programs by $50
law.
Unrestricted net position represents the $-
resources that are available for services such as:

e Cash

e |nvestments $(50)

e Receivables (business or people owing the

County money)

A negative unrestricted net position means the $(100)

government's spending and obligations exceed its g ‘9 Q g
available, uncommitted resources. o o o o

N N N N
Net Position (in millions) 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Net investment in Capital Assets $135 $ 144 %151 $ 151 $ 160 $%$ 164 $ 171 $ 186 $ 217 $ 246
Restricted Net Position 61 57 51 67 76 87 90 100 118 144
Unrestricted Net Position (13) (25 (15 (100 (16) (26) (21) (36) (65  (57)
Total Net Position* $183 $ 176 $ 187 $ 208 $ 220 $ 225 $ 240 $ 250 $ 270 $ 333

* Since 2017, our total net position has shown consistent year-over-year growth.

Net Position Per Capita

$1,700 $ 1,596 per capita ==
$1,400 ---‘—’,
$800
O M~ o0 (@) o = N (ed) ﬂ' LN
— — — — N o o~ ~ ~ ~
O ©o o o o o o o o o
i i N N ~ ~N ~ ~ ~ ~
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Revenues

Deschutes County revenues for Fiscal Year 2025 were $349 million,
an increase of 14.4% over the prior year.

Taxes include both property tax revenue and lodging-tax
revenue. Total tax revenue for the year was $123 million,

a 4.4% increase over the prior year. This was driven by Grants and

increased assessed property values and 1,381 new Property and Contributions

property tax accounts. Room Taxes 32%
35%

Charges for Services include payments made by
residents for a specific service provided to the resident.
Total charges for services for the year was $96 million,
representing a 19.8% increase over the prior year driven
by fee increases.

$349 Million
Revenue

Unrealized
Investment
Earnings
5%

Grants and Contributions include payments made for
services by the Federal, State, and other local
governments. Grants and contributions totaled

$113 million, a 22.1% increase from the prior year. The
increase was primarily driven by a $12.4 million grant
from the State of Oregon and $4.6 million in federal
Local Assistance and Tribal Consistency funds for the County’s Courthouse
remodel. Health services also received an additional $7.3 million in state
grant funding for Certified Community Behavioral Health Clinics (CCBHC).

Expenses

Deschutes County expenses for Fiscal Year 2025 were $285 million.
During FY 2025, the County prioritized the importance of cost-conscious
departmental operations. Efficiencies and savings were realized across the
board, resulting in expenditures increasing by only $1.6 million, or 0.6%.

General Government 14% ]
[ Health and Welfare 27%

County Roads 13% ] P;Jblic Safety.expense.s decreased
$285 Mi"ion 5% underscor.lng ongoing efforts to
reduce materials and supply costs to
offset increasing personnel expenses.
Expense ’ . o "
Solid Waste 6% ] Health and Welfare expenses
‘ increased by 0.5% remaining
\ Fair and Expo / RV Park 3% ] consistent with prior year costs.
Interest and Fiscal Charges 1% ] General Government expenses
increased by 17% due to increases in
personnel costs, related to increased

Total Charges for
Services

Public Safety 36%

Solid Waste expenses decreased primarily due to the costs associated cost of living adjustments, union
with the Knott Landfill closure decreasing by approximately $3 million. contract negotiations, and rising

The landfill is projected to reach capacity in 2029. Solid Waste also health benefits and retirement costs.
completed the Negus Transfer Station in North County in July 2024. expenses increased
Fair and Expo / RV Park expenses increased 20.7% due to the 2.5%, staying aligned with last year's
continuing growth of events such as the High Desert Stampede, costs, while realizing an increase in
Fairwell Festival, and Cascade Equinox Festival. depreciation for FY 2025.

4 DESCHUTES COUNTY, OREGON



Revenues — 10 Year History

$140
$120 Taxes
$100 / Grants and
$80 contributions
$60 p—
$40 e, TR Charges
for
$20 services
$0 — \/
-$20 Other*

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Revenues (in millions) 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Taxes $ 72 % 75 % 77 % 82 % 87/ % 94 % 99 $ 104 $ 118 $ 124
Charges for services 57 57 59 61 63 71 L2 74 80 96
Grants and contributions 50 42 55 54 60 78 83 99 93 113
Other* 2 2 6 6 5 1 () 5 14 16
Total Revenues $ 181 $ 176 $ 197 $ 203 $ 215 $ 244 $ 247 $ 282 $ 305 $ 349

* FY22 other revenues decreased due to unrealized investment losses.

Expenses — 10 Year History

$120 Public safety
Health and
$100 welfare
$80 General

government
$60 y ro
Fair & Expo / RV

$20 L — Park
Interest and

= 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025  [iscal charges
Expenses (in millions) 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
Public safety $ 75 $ 69 $ 64 $ 70 $ 70 $ 8 $ 87 $107 $110 $103
Health and welfare 44 45 50 45 46 63 56 66 77 78
General government 36 32 37 32 50 50 48 67 35 40
County roads 18 19 18 18 18 25 22 10 34 36
Solid Waste 9 11 10 9 13 10 13 14 20 18
Fair & Expo / RV Park 5 5 5 6 5 3 5 6 7 8
Interest and fiscal charges 2 2 2 . 2 1 1 1 2 2
Total Expenses $189 $183 $186 $182 $204 $238 $232 $271 $285 $285
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Debt

During fiscal year 2025, debt decreased to $64.6 million (Par Value of $59.2 million) through scheduled debt
payments. No new debt was issued during the year.

The chart below represents the amounts owed on June 30, 2025.

(\ Fair and Expo Center / RV Park

$298,510 for buildings

Solid Waste $23.2 million for
buildings and equimpment at
Knott Landfill and Negus Transfer

Station

$64.6 Million

General Government
$36.4 million for Public Safety
$677,422 Health Services

g s Stabilization Center
Pension Bonds $4 million to offset long-

term costs of the pension liability

Expansion of Deschutes County Courthouse

The chart below presents the amount of debt outstanding each year, as well as the amount attributable to each
resident in Deschutes County. The debt per capita metric illustrates the County’s debt burden in relation to an
individual resident.

10 Year History of Debt

%)

Z

O $120 $600

=

= <
S =
= $ 386 PER CAPITA $ 309 PER CAPITA T
= $80 5400 S
om [+ 4
L L
(a) o
= m
3 $40 $200 &
Z

<

%2

5

o %0 $0

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
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Where do your taxes go?

Although Deschutes County is the tax collector for all taxing districts within the county, overall only 17 cents
of each dollar paid in taxes is retained by the County. The remaining 83 cents is passed through to other
government agencies to provide for schools, police and fire departments, parks, libraries, and more.

NOTE: The tax allocation shown below is based on the City of Bend Taxing District (Tax Code 1001).
All other city/rural allocations are similar.

DESCHUTES PUBLIC

LIBRARY

VWIES ¢
3 o,
& Z,
S > " ||\/

— Bend Park &

Recreation

DISTRICT

1
=
Ln
~
[s¥)
=
n
™
o
[22]

30354275L

Other  Health
Sheriff Services Public™ and General Government

9-11

Operations Safety | Welfare

9¢ 2¢ 1¢ 1¢ 4¢

~

Public Safety 12¢

Public Safety includes the Sheriff's Office, Deschutes 9-1-1 District, Community Justice, and District Attorney’s
Office (including Victims' Assistance).

Health and Welfare includes Deschutes County Health Services and Veterans’ Services.

General Government includes a variety of departments such as the Assessor’s Office and Clerk’s Office
(including elections).
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Property Taxes

In Oregon, property taxes are billed based on the assessed value of a property Assessed Value x
multiplied by the approved (levied) tax rate. Tax Rate = Tax Bill

Deschutes County is funded, in part, by five separate tax levies.
e General Deschutes County Levy: District Attorney, Assessor, Community Justice, and more, for all residents.
e Countywide Law Enforcement Levy: County Jail, Civil Unit, and Search and Rescue for all residents.

e Rural Law Enforcement Levy: Detectives, Patrol, and Records for residents outside of city limits.
e 9-1-1 Levy: Traditional 9-1-1 services for all residents.

e Extension and 4-H Levy: Extension and 4-H services for all residents.

The cumulative total of tax rates levied and the assessed value for the past 10 years are shown below.

10 Year History of the Tax Rates’

- 9 E

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
*Rate per $1,000 of assessed value (excludes expired local option levies)

$4.08

10 Year History of Assessed Value

_______________ N

| The average annual change in assessed |
$40 |  value over the 10 year period is 5.4% |
$35 === s ~~o_/s- "

$30

- L4
prees =
g $25 = _— l I
Z $20 l
o

$15

o* 5.7%* 5-
$10 5.0%* 5.7%* 5.9%* 5.4%* 5.4%
$0
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

*% Change in Assessed Value from prior year
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Demographics and Staffing Ratio

Population for Deschutes County has
increased by 22% over the 10 year period.
This translates into an average annual

growth rate of 2.3%. The average annual

growth rate for the State or Oregon overall
was 0.6% during the same period.

Deschutes County’s population decreased by
1.7% in 2025 to 208,612.

Source: Portland State University

Median Age for Deschutes County has
increased by 2.27 years since 2016. The
median age for the United States over that
same period hovered around 39 years old.

At the end of Fiscal Year 2025, 50% of County
residents were older than 43.23 years and
50% were younger.

Source: Portland State University

Unemployment Rate for Deschutes
County during Fiscal Year 2025 was on
average 4.3%. Deschutes County started the
10 year period shown with an unemployment
rate of 4.9%.

Source: Oregon Employment Department

Population Per Full-Time Employee
for Deschutes County has remained stable
over the last 10 years. At the end of Fiscal Year

2025, there were 185 residents per County
employee.

This data point provides insight into the
size of government versus the population
governed.

Source: Deschutes County
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Glossary

Assessed Value (AV): dollar value assigned to a home or real estate for property tax purposes.

Bonds: a type of debt-based investment where money is loaned to a government in return for an agreed
rate of interest.

Capital Assets: valuable, long-term items like buildings and equipment used for over one year.
Fiscal Year (FY): a government or organization’s 12-month financial budget and reporting period.

Fund: a fund is a separate fiscal and accounting entity used to segregate and account for resources related
to a specific activity.

Invested: commit capital (money or assets) into something (like bonds or property) with the expectation
of generating future income, profit, or growth over time. It's about putting money to work, rather than just
holding onto it.

Net Position: the difference between what the County owns and what the County owes; positive net
position indicates a measure of financial stability.

Other Post-Employment Benefits (OPEB): non-pension benefits provided to retired employees.

Tax Levy: Amount of money a local taxing district intends to raise through property taxes to fund its
budget.

Additional Resources

Dial (Property Information)
https://dial.deschutes.org/

Emergency Information: During an incident in Deschutes County with
evacuations or major impacts, this page will be updated as necessary.

https://experience.arcgis.com/experience/6f8868c4477e462b8a653a89260268fc

Inside Deschutes County Podcast: Join us as we discuss the exciting
progress and growth of our area from the people who keep our County a
wonderful place to call home.

www.deschutes.org/administration/page/inside-deschutes-county-podcast

Jobs and Volunteer Center
www.deschutes.org/hr/page/job-and-volunteer-center

Main Website
www.deschutes.org/

Social Media Directory: Find us on Facebook, Twitter, Instagram and more!
www.deschutes.org/administration/page/social-media-directo

10 DESCHUTES COUNTY, OREGON



Additional Information

Intended audience: Residents seeking high-level financial information concerning the County.

Measurement focus: The financial data presented in the Popular Annual Financial Report (PAFR) uses
the same measurement focus and basis of accounting as the County's Annual Comprehensive Financial
Report (ACFR).

Financial information: Financial information from the ACFR ‘s government-wide financials have been
reproduced (full-accrual). Fund-level information has not been provided, but is available in the ACFR. All
financial entities (including component units), as presented in the ACFR, have been consolidated in the
PAFR.

Departures from accounting terminology: In preparing the PAFR, minor departures were
made from standard generally accepted accounting principal (GAAP) prescribed terminology. Such
departures were made in an attempt to avoid confusion concerning the materials presented.
Highlighted departures from GAAP are:

e “Assets” as used in this report, at times, include both Assets and Deferred Outflows.

e ‘“Liabilities” as used in this report, at times, include both Liabilities and Deferred Inflows.

Volatility due to changes in accounting measurement: Over the course of the 10 years
presented, the Government Accounting Standards Board (GASB) has made modification to how certain
items are presented (e.g. pensions and other post-employment benefits). Such changes in recognition
practices introduced volatility to the 10 year trend information, as presented.

Contact Information:
Deschutes County Finance Department
1300 NW Wall Street, Suite 200
Bend, Oregon 97703

finance@deschutes.org

Special thank you to Finance Department staff and their commitment to the underlying debits/credlits.
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Government Finance Officers Association

Award for
Outstanding
Achievement in
Popular Annual
Financial Reporting

Presented to

Deschutes County
Oregon

For its Annual Financial Report
For the Fiscal Year Ended

June 30, 2024

Cheitogfo. P Mornitet

Executive Director/CEO
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2025 Global Follow-up December 2025

OFFICE OF
INTERNAL AUDIT

Audit Report

2025 Global Follow-up and
Annual Report

Trisis
i

ﬁ To request this information in an alternate format, please call (541) 330-4674
or send email to internal.audit@Deschutes.org



mailto:internal.audit@Deschutes.org
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2025 Global Follow-up December 2025

_________________________________________________________________________________________________________|
2025 Global Follow-up Executive Summary

The Global Follow-up includes recommendations from all audits published over
the last four years as well as recommendations from older audits that still have
outstanding recommendations. The analysis includes 37 audit reports comprising
210 recommendations. This report emphasizes the County's achievements made
thus far and identifies areas requiring further attention. The table below
summarizes the status of those audit reports.

) Resolved (@) Accept Risk
Management addressed risk. Recommendations are in Management accepted the risk
Auditor will no longer monitor | progress. Auditor will continue | of not implementing the

to monitor. recommendation.

Audits that were published prior to the four-year look back but still have
outstanding recommendations are noted with “4+". Audits with all
recommendations implemented are noted with a star.

Audit Report Summary

Human Our 2019 audit found the Department performed well overallin 13 1 0
Resources Cash providing fiscal controls over collected revenues.

Handling (2019) Recommendations included additional controls to safeguard
petty cash, better safekeeping of monies through to deposit,
and additional oversight procedures over billings and collection
systems. At the time of the 2025 update, most cash handling
risks were resolved, but the department was working to use the
County system for receipts.

Cellular Costs Our 2020 audit of cellular charges revealed a number of 6 3 O
(2020) underutilized phones and devices with estimated costs of $44

thousand per year. Some employees had an assigned device
while receiving a stipend to compensate for official use on a
personal device. Five years after the report, recommendations
to update policy and improve monitoring were drafted but still
pending approval by the Board of County Commissioners.

Munis For the calendar year 2020, County employees spent $1.3 3 2 O
Purchasing million through 2,595 purchase card transactions. Arandom

Topics Part Il - sample indicated approximately seven percent of transactions

Purchasing did not have adequate backup documentation. At the time of

Cards (2021) the 2025 Global report, staff selected a new vendor and

updated policies but were still updating approval forms and
invoice entry instructions.


https://weblink.deschutes.org/Public/DocView.aspx?id=92445&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=92445&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=92445&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=93357&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=93357&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=94716&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=94716&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=94716&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=94716&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=94716&dbid=0&repo=LFPUB&cr=1
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Audit Report Summary
Clerk's Office Our 2021 audit found that the Office performed well in fiscal 7 2 0
Transition controls, but monitoring was needed for contract renewals and
(2021) access controls. The Clerk had yet to implement security
recommendations provided by an outside consultant. At the
2025 Global update, the Clerk had improved Office security
measures but still had not improved contract monitoring.
Munis A 2021 audit of the new accounting system found risks for 9 1 0
Purchasing duplicate payments, bulk approvals limiting oversight, and

Topics Part IV - unusual activity around three-way matches. Recommendations
Analyses (2021) related to guidance and training were implemented and
strengthened the financial system. Despite anticipated
recommendation resolution in the summer of 2025, staff
turnover prevented development of an automatic report to
assess bulk approvals.

Management of Our 2022 audit of pandemic contract tracing found that Health 0o 4 1
Pandemic Case Services performed well compared to peer counties. However,
Investigation the County needed to improve management of temporary staff
and Contact including updating the service contract with improved terms
Tracing (2022) and providing regular performance review to staff based on
metrics related to their assigned tasks. As was the case last
year, limited Human Resources staffing has delayed
implementation of these recommendations.

Adult Parole Our 2022 audit of Adult Parole and Probation found robust 1 0 0
and Probation - controls which were adequate for infrequent client payments
Cash Handling ~ butrecommended eliminating the petty cash fund because
(2022) purchasing cards could perform the same function with better
* security and efficiency. The petty cash fund was eliminated at
the time of the follow-up.

Administrative ~ Administrative Services and Risk Management's cash handling 3 0 O
Services & Risk  audit highlighted strong fiscal controls over limited customer
- Cash handling payments. Recommendations include centralizing check
(2022) processing with Risk Management, increasing liquor license
* fees, and leveraging electronic systems for state license
applicants to improve efficiency. All recommendations were
implemented at the time of the follow-up.



https://weblink.deschutes.org/Public/DocView.aspx?id=94747&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=94747&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=94747&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=94819&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=94819&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=94819&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=94819&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=95895&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95895&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95895&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95895&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95895&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95919&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95919&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95919&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95919&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95929&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95929&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95929&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95929&dbid=0&repo=LFPUB
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Audit Report

Summary

Assessor's
Office Cash
Handling (2022)

*

The audit of the Assessor's Office identified inconsistent 0 0 O
controls over cash handling. Key issues included irregular

receipting, insufficient segregation of duties, delayed fund

turnovers, and inadequate reconciliation processes.

Recommendations included consolidating cash handling

procedures, providing proper employee training, and improving

accountability by using an independent review of financial

activities. All recommendations were implemented at the time

of the follow-up.

[nitial

Cybersecurity
Assessment

(2022)

*

The initial cybersecurity assessment identified areas for 3 0 O
improvement in information technology infrastructure. Key

recommendations included maintaining an accurate inventory

of all enterprise assets, implementing secure configuration

processes for devices and software, and enhancing data

protection through encryption and access controls. The report

emphasized the need for regular updates and reviews across

these areas to bolster cybersecurity defenses.

Recommendations were implemented three years after the

initial audit report.

Justice Court

Cash Handling
(2022)

*

The audit of Deschutes County Justice Court cash handling 2 0 O
revealed effective fiscal controls, with well-documented

procedures. Recommendations included regular fiduciary and

collections account reconciliations. The Court utilizes third-party

collections, but discrepancies existed between court and agency

records. All recommendations were implemented at the time of

the follow-up.

Sheriff's Office

Cash Handling
(2022)

*

Our 2022 audit of cash handling at the Sheriff's Office found 3 0 O
good performance in control over receipts. However, a need for

improvements was noted related to cash collection, deposits,

and other practices. At the time of the 2025 update, staff

resolved the issues identified by strengthening internal control

systems, updating policies and procedures, and making timely

deposits.

Vacation and
Sick Leave

(2022)

Our 2022 audit of vacation and sick leave management found 6 4 O
controls were effective and working as intended. However,

some areas for improvement were noted including negative

leave balances, employees not using leave as required, and

accrual policies that were out of compliance with state law. At

the time of the 2024 update, staff were waiting for approval

from the Board on a draft policy to address most of the issues.

Other issues were on hold due to contract negotiations and a

new employee performance evaluation process led by Human

Resources.


https://weblink.deschutes.org/Public/DocView.aspx?id=95950&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=95950&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=95950&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=96027&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96027&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96027&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96027&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95973&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95973&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=95973&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96037&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=96037&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=96037&dbid=0&repo=LFPUB&cr=1
https://weblink.deschutes.org/Public/DocView.aspx?id=96039&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96039&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96039&dbid=0&repo=LFPUB
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Audit Report Summary
District The Elected District Attorney Transition report detailed the 5 0 O
Attorney handover of the office. Recommendations included establishing
Transition a written transition plan, improving information technology
(2023) purchasing via county agreements, enforcing daily money
deposits, using the Munis system for financial management,
* and completing policy updates to comply with state law. All
recommendations were implemented at the time of the follow-
up.
Personal The audit assessed handling of personal information privacy 4 0 O
Information and recommended assigning dedicated staff to oversee security
Data Privacy- programs, updating technology for data communication,
Initial (2023) reducing unnecessary data collection, and revising policy to
align with legislative changes. The audit found strong data
privacy practices, but highlighted improvements needed in
* administrative safeguards and technology utilization to enhance
compliance and efficiency. Recommendations were
implemented two years after the report release.
Treasurer The Treasurer Transition report outlined recommendations for 7 0 O
Transition improving the Deschutes County Treasurer's office functioning
(2023) due to the Chief Financial Officer's departure. Key

*

recommendations involved clarifying Treasurer duties,
documenting responsibilities, evaluating compensation,
appointing investment officers, and enhancing internal control
documents. The report stressed the importance of
collaboration between the County and the Treasurer to ensure
statutory responsibilities are met. All recommendations were
implemented at the time of the follow-up.

Finance/Tax -
Controls over

receipts (2023)

*

The audit of the Finance/Tax Department's receipt controls 4 0 O
recommended improving cash handling, reviewing redundant
bank accounts, resuming audits of transient room taxpayers,
and ensuring periodic review of property tax adjustments. The
Finance/Tax department was found to manage fiscal controls
well, but enhancements were suggested for accountability, daily
reconciliations, and policy updates. Staff updated procedures,
adopted procedures for monthly tax adjustments, and
eliminated the Tax Refund account at the time of the follow-up.
Staff contracted for an external transient room tax audit two
years after the report was issued.


https://weblink.deschutes.org/Public/DocView.aspx?id=96063&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96063&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96063&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96063&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96080&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96080&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96080&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96080&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96106&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96106&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96106&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96195&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96195&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96195&dbid=0&repo=LFPUB
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Audit Report

Summary

Continuity of

Our 2023 audit of emergency planning found steps taken to 4 1 1

Operations identify essential functions and consider critical operational
Plans (2023) capacities. However, planning was hindered by data constraints
and a need for training to increase staff awareness and
understanding of procedures. At the time of the 2024 update,
most recommendations were resolved but the County had still
not resumed regular emergency planning exercises.
Behavioral Our 2023 audit found that Behavioral Health used many 7 2 0
Health - effective performance measures. However, there was room to
Processes improve in areas such as measuring staff productivity and

Improvement
(2023)

clarifying expectations, accurately reflecting time spent on
direct care, and equitably distributing work among teams. At
the time of the 2025 update, staff had redistributed caseload,
improved staff training and oversight, and created report
templates to increase efficiency. Staff hired a consultant to
assist with developing productivity measures with anticipated
completion by early 2026.

District
Attorney's
Office Cash
Handling (2023)

*

The audit of the Deschutes County District Attorney's Office 1 0 O
cash handling revealed non-compliance with county policy on

smaller payments, exposing potential fraud risks. Issues

included infrequent deposits and lack of pre-numbered

receipts. Recommendations focus on updating procedures to

adhere to the county's cash handling policy, thereby reducing

opportunities for theft and enhancing internal controls.

Recommendations were implemented at the time of the follow-

up.

Facilities Cash
Handling (2023)

*

Our 2023 audit of Facilities cash handling found the department 1 0 O
performed well in control over receipts. Areas noted for further

improvement included updated procedures. The Facilities

Department documented written cash handling policies and

procedures at the time of the 2024 follow-up.

Property
Management
Cash Handling
(2023)

Our 2023 audit of Facilities and Property Management cash 2 1 0
handling found the departments performed well in control over

receipts. Areas noted for further improvement included

updated procedures and a process for identifying conflicts of

interest. At the time of the 2025 update, procedures had been

updated but Human Resources was still working to develop

countywide conflict of interest policies and procedures.


https://www.deschutes.org/administration/page/continuity-operations-plans
https://www.deschutes.org/administration/page/continuity-operations-plans
https://www.deschutes.org/administration/page/continuity-operations-plans
https://www.deschutes.org/administration/page/health-services-%E2%80%93-behavioral-health-practices-improvement
https://www.deschutes.org/administration/page/health-services-%E2%80%93-behavioral-health-practices-improvement
https://www.deschutes.org/administration/page/health-services-%E2%80%93-behavioral-health-practices-improvement
https://www.deschutes.org/administration/page/health-services-%E2%80%93-behavioral-health-practices-improvement
https://www.deschutes.org/administration/page/health-services-%E2%80%93-behavioral-health-practices-improvement
https://weblink.deschutes.org/Public/DocView.aspx?id=96272&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96272&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96272&dbid=0&repo=LFPUB
https://weblink.deschutes.org/Public/DocView.aspx?id=96272&dbid=0&repo=LFPUB
https://www.deschutes.org/administration/page/facilities-and-property-management-departments%E2%80%93-cash-handling-2023
https://www.deschutes.org/administration/page/facilities-and-property-management-departments%E2%80%93-cash-handling-2023
https://www.deschutes.org/administration/page/facilities-and-property-management-departments%E2%80%93-cash-handling-2023
https://www.deschutes.org/administration/page/facilities-and-property-management-departments%E2%80%93-cash-handling-2023
https://www.deschutes.org/administration/page/facilities-and-property-management-departments%E2%80%93-cash-handling-2023
https://www.deschutes.org/administration/page/facilities-and-property-management-departments%E2%80%93-cash-handling-2023
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Audit Report

Summary

Overtime and

Compensatory
Time (2024)

Overtime expenses surged over 30% in Fiscal Year 2023 4 4 0
outpacing increases in overall personnel costs. As the County

increasingly depends on overtime to maintain the delivery of

quality services, the need for a strong control foundation

becomes more crucial. Finance began reporting overtime

regularly to the Board and improved information system

management. Human Resources continued to work on

centralizing overtime documentation and Administration was

refining policies.

Fair and Expo
Cash Handling
(2024)

As a money-making County enterprise, Fair and Expo has a 3 2 O
higher revenue-related risk-profile than other County

departments. Our 2024 audit found that Fair and Expo did not

have complete policies and procedures to ensure that revenue

due to the organization was received and deposited and had

not conducted assessments to document risks. At the time of

the follow-up, Fair and Expo planned to document a fraud risk

assessment and update fiscal procedures. Progress was made

on documentation of roles.

Wage Equity Our 2024 audit of wage equity found race and gender wage 3 2 O
(2024) gaps at the County. Nine months after the audit report, the

County was in the process of conducting an equal-pay analysis

with plans for completion by Spring of 2025. Human Resources

updated procedures for the equity review process and added

the process to the Supervisor Tool Kit but was waiting on advice

from consultants before proposing updates to personnel rules.
Custom Our 2024 audit of custom developed software found increasing 2 11 0
Developed reliance on decentralized information technology without
Software (2024) robust governance, documentation, and oversight to mitigate

custom software development risks. Nine months later, the

Information Technology Department created a new policy to

guide software development across departments but additional

procedures to increase security, efficiency, and performance

were still in the planning stages.
Clerk's Office Our 2024 integrated audit of the Clerk’s Office found areas for 9 4 O
Integrated improvement related to cash handling, purchasing, information
Audit (2024) systems, purchasing cards, and performance measurement.

Nine months later, the Office implemented information system
controls, secured the purchasing card, and committed to
improved measures. However, the Office still had not
conducted a fraud assessment to identify and resolve risky cash
handling practices or corrected discrepancies with County
procurement rules.


https://www.deschutes.org/administration/page/overtime-and-compensatory-time-enhanced-oversight-will-improve-transparency
https://www.deschutes.org/administration/page/overtime-and-compensatory-time-enhanced-oversight-will-improve-transparency
https://www.deschutes.org/administration/page/overtime-and-compensatory-time-enhanced-oversight-will-improve-transparency
https://www.deschutes.org/administration/page/fair-and-expo-cash-handling-2022
https://www.deschutes.org/administration/page/fair-and-expo-cash-handling-2022
https://www.deschutes.org/administration/page/fair-and-expo-cash-handling-2022
https://www.deschutes.org/administration/page/wage-equity-equal-pay-analysis-planned
https://www.deschutes.org/administration/page/wage-equity-equal-pay-analysis-planned
https://www.deschutes.org/administration/page/custom-developed-software
https://www.deschutes.org/administration/page/custom-developed-software
https://www.deschutes.org/administration/page/custom-developed-software
https://www.deschutes.org/administration/page/clerks-office-integrated-audit-2024-0
https://www.deschutes.org/administration/page/clerks-office-integrated-audit-2024-0
https://www.deschutes.org/administration/page/clerks-office-integrated-audit-2024-0
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Summary

County Legal
Integrated
Audit (2024)

Our 2024 audit of the County Legal Department found areas for 2 1 0
improvement related to performance reporting and cash

handling. Nine months later, the Department conducted a fraud

risk assessment and updated procedures such as a new cash

handling policy with better segregation of duties. The

Department was still working on updating performance

measures to better describe what the Department does and

how well it does it.

Recreational

The audit of the Recreational Vehicle Park found areas for 0 4 1

Vehicle Park improvement related to cash handling, information security,
Integrated performance reporting, and website accessibility. Nine months
Audit (2024) later, staff made little progress but were still committed to
improvements. They were starting work with the Finance
Department to assess risk and implement new procedures.
They were also planning to upgrade the website. Management
chose not to implement the recommendation to improve Park
performance reporting.
Courthouse Our 2024 audit of the Courthouse pre-construction phase 3 0 O
Pre- highlighted both strengths and areas for improvement in the

Construction

Management
(2024)

*

Facilities Department’s approach to managing capital
construction projects. Nine months later, the Department was
in a better position to ensure that large projects are delivered
on schedule and on budget. The Department developed a
Construction Manual with improved practices for risk
assessment and oversight. It also took steps towards improving
construction manager/general contractor contract language to
hold contractors accountable and control costs.

Health Benefits
Program (2024)

Our 2024 audit of health benefits raised questions about rising 1 3 2
costs, data security, and payment accuracy. Nine months later,

the County has made progress by revising financial models but

continues to work on performance reporting and procedures.

Even after a data mishap led to the inadvertent sharing of

personal health records with Deschutes County auditors,

management opted not to require contractors to report on

their internal controls.


https://www.deschutes.org/administration/page/county-legal-integrated-audit
https://www.deschutes.org/administration/page/county-legal-integrated-audit
https://www.deschutes.org/administration/page/county-legal-integrated-audit
https://www.deschutes.org/administration/page/county-fair-and-rodeo-alcohol-sales-net-profits-higher-return-lower
https://www.deschutes.org/administration/page/county-fair-and-rodeo-alcohol-sales-net-profits-higher-return-lower
https://www.deschutes.org/administration/page/county-fair-and-rodeo-alcohol-sales-net-profits-higher-return-lower
https://www.deschutes.org/administration/page/county-fair-and-rodeo-alcohol-sales-net-profits-higher-return-lower
https://www.deschutes.org/administration/page/county-courthouse-expansion-preconstruction-management
https://www.deschutes.org/administration/page/county-courthouse-expansion-preconstruction-management
https://www.deschutes.org/administration/page/county-courthouse-expansion-preconstruction-management
https://www.deschutes.org/administration/page/county-courthouse-expansion-preconstruction-management
https://www.deschutes.org/administration/page/county-courthouse-expansion-preconstruction-management
https://www.deschutes.org/administration/page/health-benefits-program-increasing-medical-costs-require-improved-oversight
https://www.deschutes.org/administration/page/health-benefits-program-increasing-medical-costs-require-improved-oversight
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Audit Report Summary
Public Health Our 2024 audit of Public Health found compliance with 1 4 1
Integrated procurement policies, grant requirements, and safety meeting
Audit (2024) standards. However, several areas presented risks to

operational efficiency, transparency, and accountability. Nine
months later, the Department emphasized the importance of
annual employee evaluations with supervisors but was still
working to update cash control procedures and performance
reporting. Staff committed to reporting Human Resources data
errors that impacted operations but not to tracking and
reporting data about errors.

Language Our 2025 audit of the language access program found unclear 1 4 0
Access (2025) guidance and procedures around language access services that

led to confusion and inconsistency. Though the County

provided language access services there was some risk of

noncompliance with federal law. Nine months later,

Administration assigned responsibility for the program to Risk

Management but was still working to update the Civil Rights Act

policy to include language access, create a plan for improving

language access, and implement procedures across the County

to ensure staff complied with policy.

Elected Sheriff ~ Our Office traditionally performs a basic survey level audit 0O 5 O
Transition whenever an elected department head leaves office. The
(2025) outgoing sheriff's transition plan exceeded legal requirements,

aiding leadership change. Statutory obligations were met,
access controls were enforced, and county assets were
returned. However, auditors identified some fiscal issues
including procurement practices, financial reporting, and
revenue controls.

Fair Alcohol County fair alcohol sales program changes, from a fully in- 0 3 O
Sales (2025) house model to a partnership model with an outside

Contractor, prompted a review of the new model to determine
whether alcohol sales were cost effective. We found mixed
results with higher alcohol sales and net profits in 2024 but a
lower return on sales. We also found that the partnership
model was a patchwork of in-house and concessionaire
programs where roles and responsibilities were not clear and
introduced loss of cash and inventory risks.


https://www.deschutes.org/administration/page/public-health-integrated-audit
https://www.deschutes.org/administration/page/public-health-integrated-audit
https://www.deschutes.org/administration/page/public-health-integrated-audit
https://www.deschutes.org/administration/page/language-access-program-low-compliance-risk-better-coordination-and-guidance
https://www.deschutes.org/administration/page/language-access-program-low-compliance-risk-better-coordination-and-guidance
https://www.deschutes.org/administration/page/2025-elected-sheriff-transition
https://www.deschutes.org/administration/page/2025-elected-sheriff-transition
https://www.deschutes.org/administration/page/2025-elected-sheriff-transition
https://www.deschutes.org/administration/page/county-fair-and-rodeo-alcohol-sales-net-profits-higher-return-lower
https://www.deschutes.org/administration/page/county-fair-and-rodeo-alcohol-sales-net-profits-higher-return-lower
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Audit Report

Summary

Clerk's Office
Elections (2025)

Overall, we found controls were working as intended. Voterrolls 0 2 0
were appropriately maintained, signatures were verified, and

staff properly interpreted voter intent. These observations

inspire trust in the Deschutes County election process.

However, we also found room for improvement in accessibility

both for people with physical disabilities and those needing

language assistance. Finally, the auditor could not draw

conclusions related to ballot counting software because the

Clerk refused to provide auditors with information about the

system's information security.

Sheriff's Office

Body and Auto
Cameras (2025)

The Sheriff's Office's body camera program had a solid 0 6 1
foundation but needed enhanced transparency. The program
was relatively new, and staff were continuing to evaluate and
implement lessons learned. The audit uncovered limited
accountability for supervisor monitoring and report availability.
Auditors were not permitted to review camera footage and so
could not verify footage was recorded and categorized in line
with policy which is crucial for the program to meet
accountability and operational goals. By improving information
system reporting capabilities and addressing challenges in
public records tracking and information security, the Sheriff's
Office can increase community trust and operational
effectiveness.


https://www.deschutes.org/administration/page/election-integrity-maintained-improved-accessibility-and-data-security
https://www.deschutes.org/administration/page/election-integrity-maintained-improved-accessibility-and-data-security
https://www.deschutes.org/administration/page/body-worn-and-car-camera-program-foundations-place-improved-oversight-and
https://www.deschutes.org/administration/page/body-worn-and-car-camera-program-foundations-place-improved-oversight-and
https://www.deschutes.org/administration/page/body-worn-and-car-camera-program-foundations-place-improved-oversight-and
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1. Introduction

This is the seventeenth annual global follow-up looking back at
recommendations included in prior follow-ups. The Office tracks
performance using key data points, such as:

e Reader survey satisfaction rate

e Audit duration

e Audit work schedule adherence

e Recommendation resolution rates

Additionally, other metrics, used primarily for annual risk
assessments, are included in this report for informational
purposes.

Office Mission and Goals

The mission of the Office of Internal Audit is to improve the
performance of Deschutes County government and to provide
accountability to residents. We examine and evaluate the
effectiveness, efficiency, and equity of operations through an
objective, disciplined, and systematic approach.

Our goals are to:

1. Increase public trust in Deschutes County government.

2. Be atrusted advisor to Elected officials and County
management.

3. Create positive change in County government.

4. Strengthen team knowledge, skills, and fulfillment.
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2. Annual Report

Reports Issued in 2025
New Audit Reports

The Office released five

audit reports in 2025. AcceptRisk

(10 performance audits 10%

were issued in the prior

year.) Overall,

Management concurred

with 90 percent of

recommendations. One

of the two

recommendations Concur
where Management 2
accepted risk was

moved to in process

during the follow-up

review.

Follow-up Audit Reports

The Office released nine
follow-up audit reports in
2025. (Five were issued in
the prior year.)
Management resolved 35
percent of
recommendations and
was in the process of
implementing 58 percent.
Management accepted
the risk of not
implementing 7 percent of
recommendations.

Accept Risk
7%

Resolved

35%
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|
Performance Metrics

Recommendation Resolution Rate

The percentage of audit recommendations that are agreed
upon and fully resolved serves as a key indicator of the
effectiveness and impact of audits on County operations. This
resolution rate reflects the County's commitment to
implementing audit findings and improving its processes over
time. The Office aims to have 75 percent of recommendations
resolved within four years of the original report. The 2025 four-
year resolution rate was 66 percent, falling short of the target.

The four-year resolution rate in 2025 continued a trend of below
target resolution since 2022.

91%  90%  90%

77%
73%
I Target, 75%

Historic 2020 2021 2022 2023 2024 2025

Reader Survey Satisfaction Rate

Each audit report includes a survey inviting the public and staff
to provide feedback. In addition to evaluating the report, the
public can also share comments or suggest topics for future
audits. This valuable communication channel enables the Office
to continuously assess and enhance the quality of its reports
and services.
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Reader satisfaction exceeds target value and historical levels.

92%  90% 899% 91%  92%  91%  93%

I I I I I I irget 85%

Historic 2020 2021 2022 2023 2024 2025

Audit Duration

The duration of an audit is a key indicator of the Office’s
operational efficiency. Audit timelines vary significantly
depending on the scope, complexity, and risk level of the
subject being audited. Audit duration was higher than historic
average in 2025. This is most likely due to data access
challenges during the election and body and auto camera
audits.
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Audits in 2025 took more months to complete than historical
averages.

8.3
7.2 6.9
6.2 6.1
I 4.6 I i I

Historic 2020 2021 2022 2023 2024 2025

Audit Work Schedule Adherence

The Office Audit Work Schedule is developed every two years
following a comprehensive risk assessment process designed to
identify the most significant risks facing the County. This risk-
based approach ensures that the allocation of audit resources is
strategic, prioritizing areas that pose the greatest financial,
operational, or compliance risks. The schedule is aligned with
the County’s Fiscal Year, which begins each July 1st, and
provides a clear roadmap for planned audits during the two-
year cycle.

The ability to follow the Work Schedule closely reflects the
accuracy and reliability of the initial risk assessment process. A
well-executed schedule indicates that the risk assessment was
thorough and that planned audits adequately addressed the
most critical areas. Unplanned audits are an inevitable and
necessary part of the audit process, often triggered by new risks
or developments that were not foreseeable during the initial
planning phase, such as legislative changes, fraud
investigations, or issues raised by external stakeholders,
regulatory bodies, or the public.
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All the audits started in Fiscal Year 2025 were Planned. None
were Added or Started Late.
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Informational Metrics

County Elected Offices and Departments Audit Coverage

Distributing audit activities throughout the County ensures that
risks are systematically identified, accountability is reinforced,
and opportunities for improvement are maximized. This
balanced allocation of resources ultimately strengthens the

_______________________________________________________________________________________________________________________|
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County's control environment and enhances its long-term
resilience. The Office hopes to engage each elected office or
department at least once every eight years.

The Office has not audited Solid Waste or Veteran Services
within the eight-year goal.

Years Since Start of Last Audit

Administration m 0.6 Goal: 8 Years

Sheriff's Office mm 0.9
Clerk's Office mm 0.9
Health Services mmm 1.3
Fairand Expo mmm 13
County Legal mmmm 1.7
Facilities mmmm 1.8
Human Resources mmmm 1.9
Information Technology mmm 2.1
Finance mmm 2.3
Property Management mmm 2.4
Office of the District Attorney 2 .4
Assessor's Office  m— 3.6
Justice Court m—— 3.6
Community Justice m— 8 3.7
Community Development - —— 5.6
Road meeeeeesssmm 6.8
Solid Waste N S 5
Veterans I | 3.3

Office Staffing Ratio

An audit office’s ability to perform thorough, timely reviews is
directly tied to its staffing levels relative to the size of the
organization. An optimal ratio ensures the department has the
capacity to manage its workload effectively and identify risks in
a timely manner. The decrease in 2022 and increase in 2025 was

_______________________________________________________________________________________________________________________|
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due to an addition and reduction of audit staff and not a change
in County full-time equivalents.

Audit staff ratios decreased in 2022 with the addition of staff but
returned to historically high levels when the position was cut.

County to audit staffing ratio
1500

1000

500

2002 2007 2012 2017 2022 2025

3. Global Follow-Up

The Office of County Internal Audit follows up on all
recommendations until resolution. Any unresolved
recommendations after the initial report and one-year follow-up
are included in the Global Follow-Up. Status updates and
commentary were requested from elected offices and
departments. Status updates were requested for all audits with
outstanding recommendations that were not either issued or
followed up on in 2025. Details of individual recommendation
statuses can be found in Appendix B.

Global Updates

In 2025, there were 35 recommendations included in the Global
Follow-Up. Responsibility for outstanding recommendations
included Administration, Clerk’s Office, Finance, Health Services,
Human Resources, and the Sheriff's Office. Human Resources
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had the most outstanding recommendations, 11, and did not
make progress on any during the year. Finance resolved half of
outstanding recommendations and the Sheriff's Office resolved
all recommendations. Health Services resolved two
recommendations but also accepted risk on a recommendation
to use performance metrics to evaluate temporary staff.
Administration implemented one recommendation.

Count of 2025 Outstanding Audit Recommendations with
Resolution Status.

Human Resources 11

Administration 7 1]

Finance 3 BER
Health Services Kl 2 EM
Sheriff's Office | NENNN

Clerk's Office 2

W Accept Risk In Process m Resolved

Duration to resolution

The average time for recommendation implementation duration
was 1.3 years for recommendations issued since 2022.
Department/Office implementation ranged from one year to 3.5
years for the Sheriff's Office. In most cases recommendations
extending beyond the average have been recently
implemented.

e The Sheriff's Office average included recommendations
from a 2022 cash handling audit which were
implemented this year.

e Information Technology had a longer resolution duration

_______________________________________________________________________________________________________________________|
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due to recommendations implemented last year from a
2022 audit related to cyber security.

Average Years to Resolution by Department/Office

Administration _ 1.7
Assessor's Office - 1.0 County Ave. 1.3
Clerk's Office - 1.0
Community Development - 1.0
Community Justice - 1.0
County Legal - 1.0
Faciities [ 1.0
rair & Expo [ 10
Finance - 1.2
Health Services ‘ 1.5
Human Resources - 0.8
Information Technology — 2.2
Justice Court - 1.0
Office of the District Attorney - 1.0
Property Management - 1.0
sheriff's office ||| KT -

Resolution duration does not tell the whole story of a
department or office success in implementing
recommendations. Some departments have long outstanding
recommendations that if implemented would raise the average
implementation duration. The average age of in-process
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recommendations was 2.2 years, ranging from one year to four
years in the Finance Department. Finance Department
recommendations were related to a 2021 audit of enterprise
resource planning system implementation. Human Resources
recommendations were delayed by staff turnover.

Administration _ 2.5
County Avg.
Clerk's Office - 2.0 2.2
County Legal - 1.0
Fair & Expo - 1.0

Health Services

Human Resources — 3.1

Information Technology - 1.0

Appendix A: Authority, Objective, Scope, and Methodology

Audit Authority

The Deschutes County Audit Committee has suggested that the
Office follows up on audit recommendations after reports are
issued. The Audit Committee would like to make sure
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departments satisfactorily address any prior recommendations
that have not been completed at the time of the initial or
subsequent follow-ups.

Objective and Scope
Objective:

The objective was to follow up on previously unresolved
recommendations.

Scope and timing:

This 2025 Global Follow-up included all reports issued with
unresolved recommendations.

Status was determined through information provided by elected
offices and departments in December 2025. The original
internal reports should be referenced for the full text of
recommendations and associated discussion. All internal audit
performance reports are published on the County website at
https://www.deschutes.org/administration/page/internal-audit-

reports.

Methodology

The follow-up report was developed from information provided
by appropriate staff in the associated offices and departments.
In cases where recommendations have not been implemented,
comments were sought for the reasons why and the timing for
addressing these. The follow-ups are, by nature, subjective. In
determining the status of recommendations that were followed
up, we relied on assertions provided by those involved and
limited documentation. We did not repeat original audit
procedures.

Since no substantive audit work was performed, Government
Auditing Standards issued by the Comptroller General of the
United States were not followed.
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Appendix B: Global Update Details

Global Updates

Audit Title Summary

Cellular Costs Our 2020 audit of cellular charges revealed a number of
Resolved: 1 underutilized phones and devices with estimated costs of $44

In Process: 3 thousand per year. Some employees had an assigned device while
Prior Resolved: 5 receiving a stipend to compensate for official use on a personal
Accept Risk: 0 device. Five years after the report, recommendations to update

policy and improve monitoring were drafted but still pending
approval by the Board of County Commissioners.

Finding: Analyses of cellular charges indicated a number of
underutilized phones and devices. Nine percent (9%) of phones
and twenty-two percent (22%) of devices had no usage in the last
three months of 2019. These underutilized services were
estimated to cost the County around $44 thousand per year.
Recommendation: The County should consider updating the Cell
Phone Policy to address management and expectations around
In Process utilization. This would include monitoring and routine assessment
as to whether an employee truly needs the device/phone, what
services, and what plan best fits their intended usage.
Update: Staff drafted policy updates that include monitoring and
assessment. The Policy Advisory Committee, Department Heads,
and the Board have completed reviews. Updates will be shared
with unions in early 2026, which is necessary before policy
adoption.
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Global Updates

Audit Title

Summary

In Process

Resolved

Finding: County policies need to be updated for cellular
phones/devices.

Recommendation: It is recommended for the County to consider
updating policies regarding cellular devices to improve adherence
to policy, reduce costs, and reduce risks. The policy improvements
should consider addressing: relationship of stipend levels to the
cost of cellular phone services to the County; developing plan
selection criteria for business needs aligned with anticipated usage
to right size costs; developing legal and information technology
framework to assure that technologies, data, and security are
aligned and appropriate given the rise in new technologies and
software; criteria for selecting between employee phone (stipend)
and County owned phone; monitoring and modification of plan
levels (including elimination of devices) for actual usage below
anticipated; utilizing free devices and upgrades to maintain the
level of technology as well as getting credits for devices sold back;
stablishing when devices require mandatory applications and
restrictions from modification for protecting data; and addressing
applicability of policy to non-employee users.

Update: Staff drafted policy updates that address these issues.
The Policy Advisory Committee, Department Heads, and the Board
have completed reviews. Updates will be shared with unions in
early 2026, which is necessary before policy adoption.

Finding: Cellular devices have the potential for providing
significant work efficiencies and productivity. However, there has
been no universal approach to how to safeguard County data and
information that can be accessed from outside device and
computers.

Recommendation: The County Should consider how to address
the risks that come with allowing mobile device access or external
computer access to internal County information and who and how
the risks will be mitigated.

Update: Staff said that this recommendation was resolved
through new controls implemented by the Information Technology
department.

_______________________________________________________________________________________________________________________|
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Global Updates

Audit Title Summary

Finding: County policies need to be updated for cellular

phones/devices.

Recommendation: The County should provide forms for cell
In Process phone allowance be updated to reflect any updated policy

language.

Update: Staff have drafted new forms. The forms will be

implemented after the updated policy is adopted.

Human Resources Our 2020 audit found the Department performed well overall in

Cash Handling providing fiscal controls over collected revenues.

Resolved: 0 Recommendations included additional controls to safeguard petty
In Process: 1 cash, better safekeeping of monies through to deposit, and

Prior Resolved: 13 additional oversight procedures over billings and collection
Accept Risk: 0 systems. At the time of the 2025 update, most cash handling risks

were resolved, but the department was working to use County
system for receipts.

Finding: Human Resources did not use the County accounting
system (Munis) for receipting, billing or accounting. Munis
provides greater accountability and control over these
transactions. It also can provide workflow and oversight to some
of the transactions.
Recommendation: Human Resources should consider using

In Process Munis to enter and provide receipts and bill and manage
receivables.
Update: Though Human Resources implemented a pilot program
in the Spring of 2024 to enter some receivables into Munis, staff
said the program has not been expanded to all receivable due to
staffing shortages. Staff said they monitor for issues and will revisit
the recommendation during the next budget cycle.

_______________________________________________________________________________________________________________________|
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Global Updates

Audit Title Summary

Munis Purchasing For the calendar year 2020, County employees spent $1.3 million

Topics Part Il - through 2,595 purchase card transactions. A random sample
Purchasing Cards indicated approximately seven percent of transactions did not
Resolved: 2 have adequate backup documentation. At the time of the 2025

In Process: 2 global report, staff selected a new vendor and updated policies but

Prior Resolved: 1  were still updating approval forms and invoice entry instructions.
Accept Risk: 0

Finding: A couple of invoices were identified as paid by normal
means and by payment card. In most of the cases, the vendor or
staff identified the duplicate and were able to get a credit for the
duplication. On entering purchasing card transactions staff do not
generally include the underlying invoice/reference number. The
transactions identified were relatively minor in dollar amount and
In Process frequency.
Recommendation: It is recommended for cardholders to enter in
invoice/receipt numbers to help prevent duplicate payments.
Update: Finance contracted with a new purchasing card vendor
with a new documentation process. Finance will provide additional
staff training, including instructions to enter invoices, as the new
program rolls out starting in December 2025.

Finding: There were anomalies in payment card issuance. There
were a couple of employees that had more than one procurement
card assigned to them. A contracted employee was assigned a
procurement card and at a level above most Department heads
signing authority. A number of departments are having
cardholders share their cards with other employees. In discussion
with the Bank, their preference is to have only the cardholder use
the payment card.

Recommendation: It is recommended the policy clarify whether
Resolved an employee can have more than one payment card assigned to
them; whether other employees can use the payment card; and
whether non-employees can be provided a payment card.
Update: The updated 2025 purchasing card policy improved on
the policy in place during the audit by prohibiting sharing of
individually assigned cards and creating a new department
purchasing card category with specific procedures. Finance
committed to switch out multiple cards assigned to individuals
with department cards as cards were replaced.

_______________________________________________________________________________________________________________________|
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Global Updates

Audit Title Summary

Finding: Finance has issued a $300 thousand and a $100
thousand monthly limit payment cards to Finance and Information
Technology, for the primary purposes of making payments on
large purchases or vendor balances for departments. As noted in
the prior report, the use of payment cards to make these
payments is to obtain the benefit of a 1.5% rebate on payment
card purchases.

In Process Recommendation: It is recommended for the policy to address
deployment of these high-dollar P-Cards and procedures and
controls over their usage.

Update: The updated 2025 purchasing card policy referenced
policies for cards with high-dollar limits but the associated
approval forms were not implemented at the time of the follow-
up. Finance anticipated issuing new approval forms, including
justification for high-dollar limits, in December 2025.

Finding: Observations with procurement cards suggest some
policy and procedure improvements.

Recommendation: It is recommended for the County to consider
the suggested policy improvements (recommendations 1-8) in an
Resolved updated policy and any associated changes to procedures.
Update: The Board of County Commissioners adopted an updated
purchasing card policy in October 2025. Finance worked with the
policy advisory committee to create a policy that addressed issues
identified in the audit.

_______________________________________________________________________________________________________________________|
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Global Updates

Audit Title Summary

Munis Purchasing A 2020 audit of the new accounting system found risks for

Topics Part IV - duplicate payments, bulk approvals limiting oversight, and unusual
Analyses activity around three-way matches. Recommendations related to
Resolved: 0 guidance and training were implemented and strengthened the
In Process: 1 financial system. Despite anticipated recommendation resolution
Prior Resolved: 9  in the summer of 2025, staff turnover prevented development of
Accept Risk: 0 an automatic report to assess bulk approvals.

Finding: Approvers using bulk approvals may result in ineffective

oversight.

Recommendation: It is recommended for Finance to assess,

periodically, the usage of bulk approving and the impacts on the
In Process purchasing workflow.

Update: Despite anticipated recommendation resolution in the

summer of 2025, staff turnover prevented development of an

automatic report to assess bulk approvals. However, Finance staff

said that they conducted ad hoc reviews.

Clerk's Office Our 2021 audit found that the office performed well in fiscal
Transition controls but that monitoring was needed for contract renewals
Resolved: 0 and access controls. The Clerk had yet to implement security
In Process: 2 recommendations provided by an outside consultant. At the 2025
Prior Resolved: 7  Global update, the Clerk had improved Office security measures,
Accept Risk: 0 but still had not improved contract monitoring.

Finding: The Clerk's Office has a couple of significant vendors that
could require contracts or contract renewals. The County Clerk
should review County Code 2.36 and 2.37 to make sure to address
for each vendor whether competitive bids are required and who
should approve. Currently, many of these contracts are paid
though individually approved invoices. Each is reviewed and

In Process approved based on the value of the individual invoices.
Recommendation: It is recommended for the Clerk's Office
identify and proceed with developing contracts and contract
renewals with significant vendors.
Update: Clerk’s Office staff said that they have begun the process
of developing contracts with significant vendors.
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Global Updates

Audit Title Summary

Finding: The County financial system allows the entry of contracts,
which makes for a more efficient and effective process. This allows
any associated invoices to be paid without a secondary set of
approvals. Having these contracts entered in Munis allows tracking
of contract expiration dates; insurance; other terms; and gathering
In Process appropriate authorizations based on the overall contract amount.
Recommendation: It is recommended the Clerk's Office enter any
contracts into the County financial system as contracts so that
effective approvals and contract management can occur.
Update: Clerk’s Office staff said that they would begin entering
new contracts into Munis.

Management of Our 2022 audit of pandemic contract tracing found that Health
Pandemic Case Services performed well compared to peer counties. However, the
Investigation and County needed to improve management of temporary staff
Contact Tracing including updating the service contract with improved terms and
Resolved: 0 providing regular performance review to staff based on metrics
In Process: 4 related to their assigned tasks. As was the case last year, limited

Prior Resolved: 0  Human Resources staffing has delayed implementation of these
Accept Risk: 1 recommendations.

Finding: The primary temporary labor vendor for the response to
the pandemic charged their highest margin (29.5%) on all Health
Service labor. It is not clear there was any negotiation for a lower
rate. This job type is not a higher risk category such as road crews.
The primary vendor with the increased margin (29.5% vs 25.5%)
was able to charge an additional $78 thousand on the $2.5 million
in temporary labor used by Health Services communicable disease
program (from December 2020-November 2021).

In Process Recommendation: It is recommended for the County to develop a
new invitation to bid to cover the newer needs of the County for
temporary labor and address the handling of margin and concerns
noted above.

Update: A planned request for proposals for a new temporary
staffing contract continued to be delayed. Human Resources staff
said the delay was due to staffing shortages in the department.
Staff said they monitor for issues and will revisit the
recommendation during the next budget cycle.
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Global Updates

Audit Title Summary

Finding: The contract with primary vendor for temporary labor
was technically expired and the County has not reached out for
new bids. County Counsel thinks that an interim contract is
needed until new bids can be obtained.
Recommendation: It is recommended the current contract with
the primary vendor for temporary labor be extended out 12-18
months until an invitation to bid can be developed and issued.
Update: Though staff's 2024 update indicated that a contract
extension had been drafted with plans for execution by January
2025, staff said the extension was delayed due to staffing
shortages in the department. Staff said they monitor for issues
and will revisit the recommendation during the next budget cycle.
Finding: Health Services was the primary recruiter for temporary
staff and the vendor did not recruit many staff to meet the needs
of the department. Human Resources performed the pre-service
screenings for new contracted staff. With the County taking over
some screening activities should the County be paying a higher
labor margin to the vendor? Are there ways to get credit with a
lower margin for the additional work that happens by the County?
Recommendation: It is recommended for the County to establish
more effective leadership and management of the temporary
labor contracts and how they are used by County departments.
In Process They may want to consider a policy or procedures to address the
variety of human resource (HR) issues that come with using a
temporary workforce. This would include whether an in-house
labor pool could be developed and when departments should
consider contracted labor. Human Resources has indicated they
will be taking over efforts to work on the temporary labor request
for proposals / contracts.
Update: Human Resources committed to drafting guidelines, but
staff said the drafting was delayed due to staffing shortages in the
department. Staff said they monitor for issues and will revisit the
recommendation during the next budget cycle.

In Process
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Global Updates

Audit Title Summary

Finding: Generally, on call staff are supposed to receive
evaluations when they have reached a thousand hours and have
worked at least 12 months. A number of our temporary staff
would have reached these levels. However, there are no practices
in place to provide formal feedback and there does not appear
enough informal feedback.

Recommendation: It is recommended for the County (and Health
Services) consider what practices should be employed to provide
feedback (formal and informal and to what extent) to contracted
temporary staff working for the County.

Update: Human Resources said that guidance for providing
feedback for temporary staff would be addressed during a project
to update the County employee performance management
program. Staff said the project was delayed due to staffing
shortages in the department. Staff said they monitor for issues
and will revisit the recommendation during the next budget cycle.
Finding: County staff did not obtain and did not look at the
performance down to a staff level to see how particular staff were
performing. Oversight staff periodically reviewed data quality
reports which can identify staff needing additional data entry
training. Granted this is a pandemic and resources and time are
limited for staff, but the use of metrics is a great way to monitor
and manage performance. It also can give information on whether
staffing levels are at the right level.

Accept Risk Recommendation: It is recommended for Health Services and the
County to consider using more metrics as they manage temporary
and remote staffing workloads (for case investigation and contact
tracing).

Update: The Behavioral Health Department deferred
responsibility for implementing this recommendation to Human
Resources. Using metrics to evaluate staff performance and
workload increases efficiency and effectiveness of County
programs.

In Process
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Global Updates

Audit Title

Summary

Sheriff's Office Cash

Handling
Resolved: 3

In Process: 0
Prior Resolved: 0
Accept Risk: 0

Resolved

Resolved

Our 2022 audit of cash handling at the Sheriff's Office found good
performance in control over receipts. However a need for
improvements were noted related to cash collection, deposits,
and other practices. At the time of the 2025 update, staff resolved
the issues identified by strengthening internal control systems,
updating policies and procedures, and making timely deposits.

Finding: Overall, the Sheriff's Office performed well in providing
fiscal controls over collected monies. However, the
implementation of the cash handling control system was
inconsistent across all the divisions of the Sheriff's Office creating
identified control gaps. Control gaps are potential vulnerabilities to
the effective stewardship of public resources.

Recommendation: It is recommended the Sheriff's Office
strengthen the internal control system to better oversee all
payments they receive and periodically assess their operating
environment to assure the system is operating as intended.
Update: The Office Implemented most aspects of this
recommendation at the 2023 follow-up including eliminating staff
cash hand-offs, using a locked cash box, assigning responsibility
for cash to individuals, and endorsing checks. At the time of the
2025 Global Report, staff resolved the recommendation, saying
they were using the County's financial system to document
payment receipt.

Finding: Deposit activities are disparate among the divisions of
the Sheriff's Office. The Corrections Division makes daily deposits
of collected monies to the bank, while other division’s deposits are
less frequent. Funds carried over daily increases the potential for
errors or irregularities to occur.

Recommendation: It is recommended the Sheriff's Office develop
procedures to make more timely deposits.

Update: The Office Implemented most aspects of this
recommendation at the 2023 follow-up including consolidating
responsibility for deposits and options for electronic payments. At
the time of the 2025 Global Report, staff resolved the
recommendation, saying that cash associated with evidence was
deposited within a week according to policy.
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Global Updates

Audit Title Summary

Finding: For appropriate design, implementation, and operating
effectiveness, internal control activities must be consistently
applied through established policies and procedures. Control
activities occur at all levels and functions of the Office. The Sheriff's
Office had not developed policies and procedures to mitigate risks
associated with meeting the objectives of the Office in some areas.
Recommendation: It is recommended the Sheriff's Office
Resolved implement additional control activities through policies and
procedures.

Update: The Office Implemented most aspects of this
recommendation at the 2023 follow-up including segregating
duties, reviewing deposit activity, and eliminating petty cash. At
the time of the 2025 Global Report, staff resolved the
recommendation by entering the regional drug enforcement
team’s bank statements into the County financial system.

Vacation and Sick Our 2022 audit of vacation and sick leave management found
Leave controls were effective and working as intended. However some
Resolved: 1 areas for improvement were noted including negative leave
In Process: 4 balances, employees not using leave as required, and accrual
Prior Resolved: 5 policies that were out of compliance with state law. At the time of
Accept Risk: 0 the 2024 update, staff were waiting for approval from the Board

on a draft policy to address most of the issues. Other issues were
on hold due to contract negotiations and a new employee
performance evaluation process led by Human Resources.
Finding: Vacation and sick leave maximum balances are
inconsistently enforced.

Recommendation: It is recommended Human Resources and
Payroll establish secondary review processes for employee leave
Resolved balance limit calculations and adjustments.

Update: Payroll implemented a new procedure that involves
running a report of forfeited hours, or hours rolled into the sick
leave bank, and reconciling the amounts to a report from Human
Resources.
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2025 Global Follow-up December 2025

Global Updates

Audit Title Summary

Finding: Employees are not using sufficient vacation leave as
directed by policy.

Recommendation: It is recommended the County develop a
process to support supervisors in monitoring employees’ use of
vacation leave in compliance with policy.

Update: Human Resources staff said that attendance
expectations would be added to the employee evaluation form
during the project to update the County employee performance
management program. Staff said the project was delayed due to
staffing shortages in the department. Staff said they monitor for
issues and will revisit the recommendation during the next budget
cycle.

Finding: County policy for leave accrual timing not in conformance
with Oregon law.

Recommendation: It is recommended the County revise leave
policy HR-16 to be in conformance with State law.

Update: The Human Resources 2024 update indicated that
updated policy language had been drafted and was waiting for
review by the policy advisory committee in December 2024. A year
later, staff said the policy was delayed due to staffing shortages in
the department. Staff said they monitor for issues and will revisit
the recommendation during the next budget cycle.

Finding: County policies and collective bargaining agreements
need to be updated to match current practice for maximum
vacation and sick leave timing.

Recommendation: It is recommended the County update policy
and collective bargaining agreement language to align with
practice.

Update: The County updated bargaining agreements to align
timing for leave balances in contracts with practice. The
department was still working to update the policy for non-
represented employees.

In Process

In Process

In Process
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2025 Global Follow-up December 2025
_________________________________________________________________________________________________________________________|

Global Updates

Audit Title Summary

Finding: Cash out election provisions of time management leave
may accelerate employee taxable income.
Recommendation: It is recommended for the County to consider
adjustments to the leave cash out policies to further address
constructive receipt.

In Process Update: Human Resources and Finance have determined an
annual process for vacation sellback which addresses constructive
receipt. Implementation was scheduled to occur in time for 2026
vacation sellback activities, but Human Resources was not able to
provide an update due to staff capacity.

Continuity of Our 2023 audit of emergency planning found steps taken to
Operations Plans identify essential functions and consider critical operational
Resolved: 0 capacities. However, planning was hindered by data constraints

In Process: 1 and a need for training to increase staff awareness and

Prior Resolved: 4  understanding of procedures. At the time of the 2024 update,
Accept Risk: 1 most recommendations were resolved but the County had still not

resumed regular emergency planning exercises.

Finding: The County canceled a planned all-office/ department
tabletop exercise in April 2020 and did not reschedule it after the
pandemic. Although the pandemic provided a real-world event to
improve preparedness effort, as of 2023, stand-alone exercises
have occurred only once in each office/ department.

In Process Recommendation: It is recommended the County conduct
regular continuity of operations plan exercises and make
necessary improvements identified as weaknesses.

Update: Staff said that as departments update their continuity
plans, the County will conduct regular continuity of operations
exercises.

_______________________________________________________________________________________________________________________|
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2025 Global Follow-up December 2025
_________________________________________________________________________________________________________________________|

Global Updates

Audit Title

Summary

Behavioral Health -

Processes
Improvement
Resolved: 2

In Process: 2
Prior Resolved: 5
Accept Risk: 0

Our 2023 audit found that Behavioral Health used many effective
performance measures. However there was room to improve in
areas such as measuring staff productivity and clarifying
expectations, accurately reflecting time spent on direct care, and
equitably distributing work among teams. At the time of the 2025
update, staff had redistributed caseload, improved staff training
and oversight, and created report templates to increase
efficiencies. Staff hired a consultant to assist with developing
productivity measures with anticipated completion by early 2026.

In Process

Finding: The division set individual productivity targets for
clinicians based on their team and role. However, targets
determined by the service hour tool's calculated percentage
seemed to be low. For instance, crisis clinicians are expected to
spend over 30% of their time on client care. Despite the low target
threshold, 73% of all clinicians (including both efficiency and
output productivity) were not meeting their target as of February
2023. Conversations from supervisors and staff indicated
confusion about the division’s expectations, and there were no
consequences for employees who did not meet the target.
Recommendation: It is recommended Behavioral Health go
through the process to develop appropriate productivity measures
as well as clarify expectations for staff.

Update: The Health Department hired a consultant to assist with
developing productivity measures and expectations. They
anticipate the work will be complete in early 2026.

_______________________________________________________________________________________________________________________|
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2025 Global Follow-up December 2025
_________________________________________________________________________________________________________________________|

Global Updates

Audit Title Summary

Finding: Performance measures did not provide managers with a
complete picture of the efforts of clinicians. Several key data
points were missing or lacked sufficient controls ensuring
accuracy. For example, the division was not tracking time spent on
documenting client care. The service hour tool measure is
dependent on data from the electronic health records system to
measure efficiency, which was susceptible to several problems
including clinician discretion in reporting billable hours, delays in
Resolved data entry, and manual adjustments to data from other
information systems.

Recommendation: It is recommended Behavioral Health review
the accuracy of the data contributing to clinician workload
measures.

Update: The Health Department hired a consultant to assist with
reviewing the accuracy of data. Staff said that they reviewed data
including number of encounters per month, billed events, number
of new cases, and client tenure.

Finding: Conversations with clinical staff on some teams
suggested a perception of unequal distribution of cases within the
team. There were notable disparities in caseloads among four of
the eight teams, with some clinicians carrying double the number
of cases than others. The Intake and First Treatment Appointment
Procedure authorized team supervisors to modify case
distribution based on their own discretion to accommodate client
complexity or clinician feedback on caseload levels.
Recommendation: It is recommended Behavioral Health
strengthen the controls for first treatment appointment
assignment and client discharge.

Update: The Health Department hired a consultant to assist with
appointment assignment and discharge. They anticipate the work
will be complete in early 2026.

In Process
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2025 Global Follow-up December 2025
_________________________________________________________________________________________________________________________|

Global Updates

Audit Title Summary

Finding: Writing clinical notes from scratch significantly increases
the time and effort required to complete documentation.
Clinicians often must rely on their own initiative to discover
shortcuts for documenting into the health records system. Many
clinicians have created templates outside of the system, which
they must manually copy into the system, adding extra steps.
Resolved Recommendation: It is recommended Behavioral Health create a
comprehensive library of division-approved smart tools to
improve clinical documentation efficiency and provide training to
clinicians on how to use them.

Update: Behavioral Health staff created new smart phrases for
staff to increase efficiency. They also said that they created a new
note template.

Overtime and Overtime expenses surged over 30% in Fiscal Year 2023 outpacing
Compensatory Time increases in overall personnel costs. As the County increasingly
Resolved: 0 depends on overtime to maintain the delivery of quality services,
In Process: 4 the need for a strong control foundation becomes more crucial.
Prior Resolved: 4 Finance began reporting overtime regularly to the Board and
Accept Risk: 0 improved information system management. Human Resources

continued to work on centralizing overtime documentation and
Administration was refining policies.

Finding: Insufficient documentation regarding premium pay
decisions hinders transparency.

Rcommendation: The County should establish a centralized
documentation repository for all payroll decisions that grant
overtime compensation to exempt status employees.

Update: Human Resources was working to inventory and
document approved overtime status for exempt employees and
hoped to have the work complete by November 2024 . At the time
of the 2025 update staff reported that they had not completed the
project due to low staffing levels.

In Process
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2025 Global Follow-up December 2025
_________________________________________________________________________________________________________________________|

Global Updates

Audit Title Summary

Finding: The County’'s comp time expiration rule is confusing and
unnecessary. County policy mandates that employees use comp
time hours within 180 days after the overtime was earned for
some employees, however this language in the policy has not been
enforced. County policy and the various labor union agreements
also limit overall comp time leave balances for each employee,
In Process ranging between 50-96 hours, which is enforced.
Rcommendation:
The County should determine if the 180-day mandate is still
relevant and adjust practices/revise policy based upon the
determination.
Update: Administrative staff have decided to remove the 180-day
requirement from policy but official adoption is still pending.
Finding: Comp time liability moves from one department to
another when an employee undergoes a departmental transfer.
The receiving department is then compelled to acknowledge leave
hours they did not initially authorize.
Rcommendation: The County should incorporate policies which
include payouts for comp leave balances in cases of departmental
transfer or promotion to exempt status.
Update: Staff drafted policy updates that include compensatory
time payouts at the time of transfer or promotion to exempt
status. The Policy Advisory Committee, Department Heads, and
the Board have completed reviews. Updates will be shared with
unions in early 2026, which is necessary before policy adoption.
Finding: Leave time granted to part-time employees does not
align with the Fair Labor Standards Act definition of comp time.
Rcommendation: The County should establish and document
comprehensive leave options and procedures specifically tailored
to part-time employees.
Update: Staff drafted policy updates that include guidelines for
part-time employees. The Policy Advisory Committee, Department
Heads, and the Board have completed reviews. Updates will be
shared with unions in early 2026, which is necessary before policy
adoption.

In Process

In Process
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Deschutes County Office of the Internal Auditor Page 29 of 30



2025 Global Follow-up December 2025
_________________________________________________________________________________________________________________________|

Global Updates

Audit Title Summary
Property Our 2023 audit of Facilities and Property Management cash
Management Cash handling found the departments performed well in control over
Handling receipts. Areas noted for further improvement included updated
Resolved: 0 procedures and a process for identifying conflicts of interest. At
In Process: 4 the time of the 2025 update, procedures had been updated but
Prior Resolved: 4 Human Resources was still working to develop countywide conflict
Accept Risk: 0 of interest policies and procedures.

Finding: The County did not have a process in place for recording
conflicts of interest disclosures in official records.
Rcommendation: The Human Resources Department should
align Section 8.020 with State conflict-of-interest laws and
establish a standardized disclosure procedure. This could include
In Process a template for written notifications.
Update: Human Resources agreed with the recommendation and
committed to updating personnel rules and procedures. Two years
later, staff said updates were delayed due to staffing shortages in
the department. Staff said they monitor for issues and will revisit
the recommendation during the next budget cycle.

If you would like to receive future reports and information from Internal Audit or
know someone else who might like to receive our updates, sign up at
http://bit.ly/DCinternalAudit.
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2025 Global Report - Statistics (four-year lookback)

37 - Reports issued

210 - Recommendations made
129 - Resolved

/7 - remain unresolved

66% - 4-year resolution rate

MESFER )i




Reader Satisfaction

Historic 2020 2021 2022 2023 2024 2025

0
Target 85% Reader
satisfaction
exceeded
target and
historic trend
L




Audit Duration (months)

8.3
7.2 6.9
6.2 6.1 Audit
5 1 duration
4.6 exceeded
historic
average

Historic 2020 2021 2022 2023 2024 2025




Four Year Resolution Rate

91% 90%
73%

77%
-« 580f == - == g0y — =
Target, 75% ,
Resolution
rate at or
below target
since 2022

Historic 2020 2021 2022 2023 2024 2025




Older Recommendations

The resolution rate does not include in-
process recommendations from five
older audits.

Human Resources Cash Handling (2019)—1 In Process
Cellular Costs (2020)—3

Purchasing Cards (2021)—2

Clerk's Office Transition (2021)—2

Munis Purchasing (2021)—1



https://www.deschutes.org/administration/page/human-resources-cash-handling-2019
https://www.deschutes.org/administration/page/human-resources-cash-handling-2019
https://www.deschutes.org/administration/page/cellular-costs
https://www.deschutes.org/administration/page/cellular-costs
https://www.deschutes.org/administration/page/county-accounting-system-munis-purchasing-topics-part-iii-%E2%80%93-purchasing-cards
https://www.deschutes.org/administration/page/county-accounting-system-munis-purchasing-topics-part-iii-%E2%80%93-purchasing-cards
https://www.deschutes.org/administration/page/county-clerk-transition-2021
https://www.deschutes.org/administration/page/county-clerk-transition-2021
https://www.deschutes.org/administration/page/county-accounting-system-munis-purchasing-topics-part-iv-%E2%80%93-analyses
https://www.deschutes.org/administration/page/county-accounting-system-munis-purchasing-topics-part-iv-%E2%80%93-analyses

2025 Global Report - Progress on In Process Recs

Human Resources did

Human Resources 11
not resolve any of the
11 In Process
Administration 7 .
hl Recommendations
Finance 3 TEN Sheriff's Office
resolved all of 3
Health Services n 2 n In Process
Recommendations
Sheriff's Office “ Note: does not include
recommendations issued in
Clerk's Office 2 2024 or 2025
(/)Ce\\)TES CO%
W Accept Risk In Process m Resolved & P

——
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Recommendation Duration

Administration
Assessor's Office

Clerk's Office

Community Development
Community Justice
County Legal

Facilities

Fair & Expo

Average time to resolution (years)

o

o

o o

o

— — — — — — —
. . . . . . .

County
Avg. 1.3

Finance

Health Services

Human Resources
Information Technology
Justice Court

Office of the District Attorney
Property Management

Sheriff's Office




Recommendation Duration (cont.)

Average age of In Process (years)

Administration q
'
|

Clerk's Office
County Legal i County
oun
Fair & Expo | Avg. 2.2

Finance
|
Health Services i

Human Resources  NERR

Information Technology l




Other Data Included in the Report

Office of Internal Audit Data Recommendation Status
« Adherence to work
schedule
« Department and Office
coverage
« Office staffing ratio




Questions?

Thank you
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New Government Auditing Standards

Released February 1, 2024

ed States Government Accountabili

United States nf Office
G/O By the Comptroller General of the
1 United States

Implementation December 15, 2025

et GOVERNMENT
AUDITING :
STANDARDS Risk-based approach to
quality management

2024 Revision




Quality Management

Risk-based approach

Risks to these objectives

« Governance and leadership
» Independence, legal, and ethical requirements

« Acceptance, initiation, and continuance of engagements
Engagement Performance

Resources

Information and communication

Design a system to mitigate for risks identified




System of Quality Management

.h" Annual independence and compliance statements
E Procedures for adopting an audit plan
& Minimum qualifications for staff

[=3] Procedures to document continuing professional education

o-e

_. & Policies and procedures for conducting audits

Indexing report to evidence and second review




System of Quality Management

—| Engagement checklist for each audit

L4Rs

E Review by County Internal Auditor annually

>~ Outside peer review every three years

-




2025 Quality Review Results

Internal policies and procedures still require an annual
quality review.

9 Systems working as intended.
LA

Independence statements for the
¢ Sheriff's Office transition audit were
2 incomplete due to staffing transition.
All auditors were independent and
independence is also verified in the
Audit Plan document.




Risk Assessment (example)

The audit organization demonstrates a commitment to quality
through a culture that exists throughout the audit organization.

Inherent Risk—High Controls Residual Risk—Low
Low quality reports will Manual emphasizes
result in less credibility importance of
performing quality
engagements;

professional ethics,
values, and attitudes;
and the responsibility of
all personnel.

BYM Separate Quality Objectives




Resource Needs

« Resource needs are planned for, obtained, allocated,
and assigned in a manner consistent with the audit
organization’'s commitment to quality.

« Performance Auditor position reduced to .5 FTE. Has

been difficult to fill.

e See impacts on Supervision and Engagement Review
 Residual Risk—High




Supervision

e directing and guiding staff in performing work

« complying with standards,

» staying informed about significant problems
encountered during an audit,

* reviewing work performed before a report is issued,

» providing on-the-job training

GAS 8.87




Supervision

@) ® O ,"0‘\\
( I
T ™ alt
1 person 2 people 3 people
_Jueto (or 1.5)
vacancy or
leave
None Some Good
Rely on Rely on Dedicated
experience each other Supervisor

A v/




Engagement Review

Gold standard is an Engagement Review.

A person not involved in the audit checks
all facts and conclusions for sufficient and
appropriate evidence. In large audit shops,
a team may be dedicated solely to
engagement review.




Engagement Review

[ 4 ® O )
T ™ alk:
1 person 2 people 3 pec;F;Ie
bue to (or 1.5)
vacancy or
leave
Self review Second Independent
review. Not review
independent possible

A v/
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Audit Committee
Survey
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Why Survey

"

Ensure a meaningful
experience for
committee
members

Improve committee
effectiveness

Historically every 3
years
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Contents of Survey

o-¢

.. Process and procedures

A Understanding risks

1 6 32 Composition and quality
questions

E Oversight of financial reporting

Oversight of audit functions

Strongly Disagree Neutral Agree Strongly

Disairee Agree




2023: Decreasing after 2017 Peak

/’\/-ﬁS Process and Procedures
Overall Average

3.74 Understanding Risks
4.00

3.50
/—_/_\ Composition and Quality
3.93
3.64
3.88
3.59
/\/\ i
3.80 Reporting
3.58 2005 2010 2012 2015 2017 2020 2023
\)TES C
/—/—\ zg\ O(/a
3.60 Audit Functions o <

3.39




2023 Impacts

Only 4 responses received, 25% response rate

Staff time: prepare survey, reminders to
complete, analysis

Committee time: time to respond and agenda
item at 3 committee meetings

Only change was field trips. Held 3, only two
members attended each




Does the committee want to put
resources towards a 2026
survey?



Office of the County Internal Auditor

Audit Committee
Survey Results

Audit Committee Meeting| December 8, 2023



Why Survey

"

Ensure a meaningful
experience for
committee
members

Improve committee
effectiveness
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Contents of Survey

o-¢

.. Process and procedures

A Understanding risks

1 6 32 Composition and quality
questions

E Oversight of financial reporting

Oversight of audit functions

Strongly Disagree Neutral Agree Strongly

Disairee Agree




2023 Strengths

Process and Procedures
Understanding Risks
Composition and Quality
Communications

Financial Reporting Oversight

Audit Oversight




2023: Decreasing after 2017 Peak

/’\/-ﬁS Process and Procedures
Overall Average

3.74 Understanding Risks
4.00

3.50
/—_/_\ Composition and Quality
3.93
3.64
3.88
3.59
/\/\ i
3.80 Reporting
3.58 2005 2010 2012 2015 2017 2020 2023
\)TES C
/—/—\ zg\ O(/a
3.60 Audit Functions o <

3.39




Policies and Procedures @=>@

e e
HeO®

4.18

3.74

Reports to Board of Commissioner Materials not too brief or detailed
Dedicated sufficient time and resources  Committee responds appropriately
Develops a calendar

Members can impact the agenda

Encourages input on the agenda

Agenda and materials distributed in advance

At least quarterly meetings

Promote open dialog




Policies and Procedures @=>@

_—
HeO®

4.40 : :
% Dedicates time and resources
360 Inputon agenda

2020 2023




Understanding Risks

4.00

3.50

Understands pressures that may impact quality of financial statements

Understands significant risks to County, including process to identify risk

WVES
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Understanding Risks

County Risks

—_— 4.2 Pressure on Management
- 3.8

2020 2023




Composition and Quality -".-

3.93

3.64
Nominations: variety of sources, consider qualifications

Predefined qualifications, financial literacy
Diversity of experience and backgrounds
Qualities: integrity, credibility, knowledge, etc.
Independent

Reviews charter annually

Continuing education

New member orientation

Successions plans




Composition and Quality -l‘.-

Reviews Charter Annually

Succession Plan

Continuing Education
3.40

3.20

2.80

2020 2023




Committee sets “tone at the top”

Member open lines of communication

Cooperative relationship with management and auditors
Receives timely information

Made aware of alleged violations

Periodically visit locations




Communication

4.60 : : :
— Cooperative Relationship

Visit Locations

\ Timely Information
\ﬁ 3.40




Oversight Financial Reporting

3.80
3.58
Considers quality, including disclosures ~ Ensures resolution
Process to review significant issues Reviews financial adjustments

Information to assess internal controls Understand internal control testing
Consulted when management seeks a second opinion

Reviews and understands accounting procedures

Asks about experience and sufficiency of finance and audit staff

Ensures recommendations are addressed

Reviews management action plans




Oversight Financial Reporting

400 Reviews Accounting Policy
3.80 Ask Experience of Staff
3.60

Review Internal Controls

WVES
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C
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Oversight Audit

3.60
3.39

Understands external/internal coordination
Reviews internal audit charter, budget, staffing, etc.
Process to assess compliance and effectiveness
Selection and oversight of external auditor

Considers non-audit services in assessing external auditor independence

TES ¢,

. . S
Reviews management representation letters ﬂma
_——

&)

Reviews fees paid to external auditor




Oversight Audit

External Auditor Fees

Representation Letters

340" Internal/External Coordination
3.20
WVES ¢
IR
2020 2023 - )
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Policies and Procedures @=>@

| generally see an agenda distributed
ahead of a meeting, though | don't

remember being asked for input. Not
that | feel the need to have input
because we set and work from a

Work Plan that guides our agendas.

We are getting ‘

better at
[promoting open
dialog]

No possible material violations of laws, or

alleged breaches of fiduciary duties have

been discovered during my tenure. | have
no doubt that the committee would

become aware and respond appropriately
though. (,,,‘
4___-—



Understanding Risks

it is likely that most
are not truly aware
of the pressures on

management. [Risk] is often
discussed at committee

meetings in the
presence of audit staff
and county
management.



No formal
continuing
education

Are potential
process

members really found
via a variety of
sources? Also, the

qualifications the
County is looking for
may be too narrow.

Aaron does
a great job
of this

Composition and Quality

Not aware of a “formal”
succession plan but
audit staff and County
Human Resources have
processes in place that
historically have
minimized vacancies
within the committee.




[tone at the top] Internal
Audit, definitely. Not

sure about the Audit Some meetings have been held at
Committee? | would be County locations such as Community
interested to hear the Development and the County Landfill.
County Administrator's We also had a tour of the County Jail. |
thoughts about it. really like this aspect of our meetings.

Consider providing

: o | don't recall
contemporaneous communication site visits
to the audit committee with being

\S)

relevant press releases qnd conducted. SEM

changes, not just at meetings. Qm<
o



Oversight Financial Reporting

To my knowledge, the Either there have been

Committee has never no policy changes, they
performeda have not been
comprehensive review presented to the

or assessment of the Committee, or | just do

Controls. : _
During external audit

presentation, let's consider
asking the auditors to review
the status of prior year
recommendations with the
Committee.




Oversight Audit

| do not remember
ever having this
discussion. [Fees to
auditor]

| do not remember ever
having this discussion.
[Non-audit services]

The committee was
involved with the
selection of the
newly appointed
External Auditors.

We do?? | have always
assumed the [Auditor]
reporting structure was
determined by the Board
or Administrator.




March Meeting: Bring Ideas

Change Understand Committee
Processes Risk Composition

External Audit Internal Audit




Office of the County Internal Auditor

Budget Proposal
Fiscal Year 2027




Previous Year Comparison

$400,000 $20,000
$348,920 $363,884 o
315,660 $14.700
$ $-
FY 2026 FY 2027 FY 2026 FY 2027
Personnel Materials and
Services S,
Does not include ISF g 2
—



Conferences & Seminars
Travel/Accommodations
Travel/Airfare

Software Maintenance
Software Licenses
Meeting Supp (Food etc.)
Memberships & Dues
Education & Training
Travel/Mileage Reimb
Travel/Meals

Equipment
Travel/Ground Transport
ISF

Program expense



Budget Week: May 12-14

Administration scheduled May 12 10:40 AM
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