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December 30, 2003

Board of Supervisors
Saunders County, Nebraska

Dear Supervisors:

We have audited the basc financid statements of Saunders County (County)
for the fiscd year ended June 30, 2003 and have issued our report thereon
dated December 30, 2003. In planning and performing our audit of the basic
financid statements of the County, we conddered internal control in order to
determine our auditing procedures for the purpose of expressng our opinion
on the basc financid datements. An audit does not incdude examining the
effectiveness of internd control and does not provide assurance on internd
control. We dso performed tests of the County’s compliance with certain
provisions of laws, regulations, contracts, and grants.

During our audit, we noted certain matters involving internal control over
financid reporting and other operationd matters that are presented here.
These comments and recommendations are intended to improve the internd
control over financid reporting or result in operationd efficencies in the
aress asfollows:

COUNTY OVERALL

Segregation of Duties

Good internd control includes a plan of organization, procedures, and records
designed to safeguard assets and provide reigble financid records. A system
of internd control should include a proper segregation of duties sO no one
individua is cgpable of handling al phases of a transaction from beginning to
end.

We noted the offices of the County each had a lack of segregation of duties
snce one person could handle al aspects of processng a transaction from
beginning to end. Due to a limited number of personnd, an adequate
Segregation of duties is not possble without additiond cost. This was dso
noted in prior audits.
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We recommend the County review this dtuation. As adways, the
County must weigh the cogt of hiring additiond personnd versus
the benefit of a proper segregation of duties.

COUNTY BOARD

Overexpended Budgets

Neb. Rev. Stat. Section 23-918 R.R.S. 1997 gives the County Board the authority, during the
fiscd year, to make additiona appropriations or increase exising appropriations to address
certain emergencies.  Such gppropriations are to be provided as temporary loans after a two-
thirds vote of the County Board, with a resolution being entered on the proceedings of the
County Board.

During our audit, we noted the Regiser of Deeds and Jal Functions of the Generd Fund had
expenditures of $835 and $1,196, respectively, in excess of the gpproved budget for the fiscd
year ended June 30, 2003, without the required resolution by the County Board. As a result,
these Functions were expended over and above public awareness. A smilar comment was noted
in the prior audit.

We recommend the County Board review budget dlowances prior
to expenditures being made to ensure expenditures do not exceed
budgeted amounts.  Emergency appropriations should only be
made by resolution of the County Board.

Flexible Spending Account

Good business practices suggest the County Board have established policies regarding the cash
management of the flexible spending account.

We noted the County does not have a policy regarding how the account will be reimbursed if an
employee terminates with a negative cash baance in the account. We further noted the account
has earned interest and incurred banking charges, which have been left in the account, resulting
in the account not reconciling to the authorized amount established by the County Board. The
absence of apalicy increasesthe risk that funds will be lost or misused.

We recommend the County Board establish a policy documenting
the procedures to be followed in the event an employee terminates
who is paticpaing in the plan, ard incdude in the policy
procedures to be followed regarding bank charges and interest
earned on the account.



COUNTY SHERIFF

Balancing Procedures

The Sheriff’s Accounting Manud, issued by this office, and sound accounting practice require at
the close of each month’'s business, office assets (cash on hand, reconciled bank baance, and
accounts receivable) be in agreement with office ligbilities (fees, commissons, mileage, and
refunds).

During our audit, we noted the Sheriff's office did not peform asset-to-ligdility baancing
procedures. At June 30, 2003, office records indicated assets were long $797 compared to office
ligbilities. Falure to peform asset-to-liability balancing procedures can result in an incressed
risk of loss, theft, or misuse of funds and errors can more easily go undetected.

We recommend the County Sheriff implement documented
monthly balancing procedures of al office assets including cash on
hand, petty cash, accounts receivable, bank accounts, etc. to office
lidhilities

REGISTER OF DEEDS

Cash Management

Sound accounting practices require that receipts be deposited intact and overpayments, if any, be
made ether via check or gpplied to a customer’s account in order to provide full documentation
of the transaction. Good interna control requires checks be redrictively endorsed immediately
upon receipt.

During our audit, we noted that as overpayments were received by the Register of Deeds, the
cusomers checks were deposited a the locd bank and then withdravn immediately following,
reulting in essentialy the cashing of customer checks. Also, cash refunds were given ether
directly to the cusomers, if in the office, or sent, in cash, via the Postd Service. As a reaullt,
receipts were not deposited intact and there was an increased risk of |oss or misuse of funds.

During a surprise cash count, it was noted checks received by the Register of Deeds were not
redrictively endorsed immediately upon receipt. Holding checks unendorsed increases the risk
of loss, theft, or misuse of County funds.

We recommend al receipts be deposited intact and that refunds be
made either via check or applied to a customer’s account. We
grongly recommend the practice of refunding cash via the Pogtd
Service be discontinued immediately. We further recommend dl
checks be restrictively endorsed immediately upon receipt.



It should be noted this report is criticd in nature since it contains only our comments and
recommendations on the areas noted for improvement and does not include our observations on
any drong features of the County.

Draft copies of this report were furnished to the County to provide them an opportunity to review
the report and to respond to the comments and recommendations included in this report. The
County declined to respond.

We appreciate the cooperation and courtesy extended to our auditors during the course of the
audit.

This report is intended solely for the information and use of the County, the appropriate Federd
and regulatory agencies, and citizens of the State of Nebraska, and is not intended to be and
should not be used by anyone other than these specified parties.

Sincerdly,

Deann Haeffner
Deputy State Auditor



