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AUDIT AUTHORIZATION

This departmental audit was authorized by the City Council on July 25, 2023, via an approved
Council motion. The audit began on July 31, 2023, with the audit completed by the Internal
Auditing Team- Internal Auditor/Compliance Officer Donna McGinnis and Forensic Auditors Ben
Meadow and Jonathan Smith.

BACKGROUND

The Department of Finance strives to maintain the Consolidated Government’s financial stability
through sound financial and management practices. They are committed to the highest
standards of accountability, accuracy, timeliness, professionalism, and innovation in providing
financial services to our internal and external customers. The department consists of 32 full-
time employees.

LEADERSHIP

Finance Director Angelica Alexander leads the department, accompanied by Assistant Finance
Director Nicholas Clinkscales. They are augmented by divisional leadership in various functional
areas. Division Manager Jody Davis heads the Accounting Division, Division Manager Yvonne
Ivey heads the Revenue Division, Division Manager Andrea McCorvey heads the Purchasing
Division, Division Manager Denise Brown heads the Cash Management Division and Assistant
Finance Director Clinkscales additionally leads the Financial Planning Division. The Department
Director reports to the Deputy City Manager of Finance, Planning & Development.

AUDIT SCOPE

The scope of the transition audit is intended to address all material aspects of the Finance
Department. Material aspects included but were not limited to: a thorough review of the
budgetary performance of the office for each of the last three fiscal years, as well as for the
months to date of the current fiscal year, organizational structure, policies and procedures,
internal controls, cash handling process, strategic planning, payroll, equipment, inventories,
budgetary control, management continuity, training and participation in regional, statewide and
national professional organizations.



AUDIT PROCESS

The Audit Process began with the authorization of the audit. An audit program was developed to
address the material aspects of the departmental audit, followed by a phone entrance
conference with the Finance Director. The audit techniques included reviews of documents and
manuals, physical verification of employees and capital assets, tests of internal controls,
examination of reports prepared by the department and others from independent sources, tests
of transactions, reviews of policies, procedures and controls to determine if they were achieving
desired results, reviews of strategic planning and capital replacement listing, interviews,
meeting oObservations, independent verifications, and other techniques as appropriate.
Following the audit, a draft report is presented to department management for review and
response. A final report including the departmental response is then prepared and distributed to
department management, the Mayor and Council, concurrently. A presentation to Council is
scheduled to address any questions or concerns they may have and to avail it to the public. The
auditor provides follow-up later to insure that agreed-to recommendations have been
implemented and are properly functioning.

FIELDWORK ACTIVITIES

Fieldwork began with payroll testing in which payroll distribution for periods ended July 28,
2023, and August 11, 2023, were tested against time records and payroll system reporting and
no discrepancies were noted. Activities then proceeded to each of the functional areas as noted
below: '

The Cash Management Team is led by Cash/investment Officer Denise Brown and inciudes
Accounting Technician Amber Foy. They are responsible for recording all cash in a timely and
accurate manner, while ensuring that sufficient cash is available to address the City’s daily
needs. They additionally optimize City investment earnings by appropriate management and
investment of cash on hand. In our 3-year review of budgetary performance, the division has
consistently managed their budget well, with occasional challenges in Software Leases,
Membership Dues & Fees, Office Supplies and Publications/Subscriptions.

The Purchasing Team is led by Purchasing Manager Andrea McCorvey and includes Buyer
Specialist Della Lewis, Buyers Heather Biddle, Sandra Chandler & Patti Postorino, and Purchasing
Technicians Barbara Evans & Terence Smith. This team provides professional procurement
service, guidance, and assistance to City departments in obtaining goods and services. They
additionally exercise ethical practices and fair competition in our dealings with vendors in areas
of procurement. They also continue to strive for the most economic, innovative, and expeditious
methods to achieve the City’s purchasing requirements through research and staff
development. In our 3-year review of budgetary performance, the division has consistently
managed their budget well, with occasional challenges noted in Publications/Subscriptions and
in Operating Materials.



The Financial Planning Team is led by Assistant Finance Director Nicholas Clinkscales and
includes Budget/Management Analysts Shannel Davison and Jazmine Mahogany. This team
facilitates the implementation, development, and execution of the budget process; prepares
special financial analysis, forecast revenues and expenditures, assists our external and internal
customers, and protects the financial stability of the government. In our 3-year review of
budgetary performance, the division has consistently managed their budget well, with
occasional challenges noted in Mobile Phones and Office Supplies.

The Revenue Team is led by Revenue Manager Yvonne Ivey, and includes Occupational Tax
Supervisor Erika Tatum, Customer Service Technicians Tashalen Fears & Ebony Scott, Auditor
Terrica Thomas, Collections Supervisor Allen Young and Collection Technicians Vivian DuPriest,
Christiane McClellan, and Michael Wooddell. The team provides overall professional and timely
management of billing, collecting, depositing, and accounting for monies due and collected for
the Columbus Consolidated Government. In our 3-year review of budgetary performance, the
division has consistently managed their budget well, with occasional challenges noted in
Contractual Services.

The Accounting Team is led by Accounting Manager Jody Davis, and includes Senior Accountant
Karen Thompson, Grant Accountant Randy King, Accountant | DeQuan Martin, Payroll
Administrator Francesca Dye, Payroll Specialists Amanda Sharpe & Kaylin lvey and Accounts
Payable Technicians Crystal Funchess and Jenifer Woodard. The team maintains financial
stability by providing financial services that include financial and capital asset reporting, payroll,
and accounts payable to our internal and external customers in a manner that accomplishes the
overall mission of the Finance Department. In our 3-year review of budgetary performance, the
division has consistently managed their budget well, with occasional challenges noted in
Postage and Copier Charges.

The Financial Administration Team is led by Director of Finance Angelica Alexander and includes
Administrative Coordinator Glen Arrington and Financial Analyst Audrey Battle. The team strives
to maintain the Consolidated Government's financial stability through sound financial and
management practices and is committed to the highest standards of accountability, accuracy,
timeliness, professionalism, and innovation in providing financial services to our internal and
external customers. In our 3-year review of budgetary performance, the division has
consistently managed their budget well, with occasional challenges noted in Membership Dues
& Fees and Mobile Phones.



FINDINGS

" Purchasing:

Trained departmental financial managers continue to frequently turn in items for
purchasing action that are missing key approvals, bogging down activity, with a
reckoning at fiscal year-end.

The issuance of 1098 forms to vendors at calendar year-end diverts activity for 2
Buyers from the Purchasing Team annually for several months-this is a process that
can be complicated by voided vs. cancelled checks, or credit issuance.

The velume of business activity has dramatically increased in recent years, without an
adjustment to the staffing roster. Statistical review and comparison to similar sister
cities supports an adjustment.

Revenue:

There is $45.1 million of unprocessed transactional activity that is catalogued in excel
records known as the CCG Lockbox. This activity has not been banked. Details appear
in a supplemental attachment. Dollars represent an unrealized revenue liability in the
year received. We do not have an allowance for these transactions.

The office handles a wide variety of taxes and permit fees. In years past, renewal
notices were routinely sent. More recently, such mailings no longer occur.

Write-offs of old aged EMS receivables, along with two legally deficient loans have not
been permitted for years. There is an allowance established in the General Fund,
though Accounts Receivable remains overstated, and the Allowance may not currently
be at an adequate level. .

Several months ago, the Collections Team had been addressing a backiog in EMS
Billing-it’s terrific to find them caught up to current workfiow.

As truly delinquent accounts are currently difficult to identify, citation enforcement

_ via Inspections & Codes has been discontinued.

Accounting:

Both CGl (Payroll) and the Advantage systems go through 3-4 “mini-conversions”
annually that effectively turn the work place into a test site, where our team is
identifying system glitches for the software manufacturer, which disrupts routine
work flow.

Trained departmental financial managers continue to frequently turn in items for
Accounts Payable or Payroll action that are incomplete or missing key approvals,
bogging down activity. Every effort is made to produce completely accurate payroll
results regardless of the timeliness or guality of the submissions.

Fixed Asset reporting may not always be current as new acquisitions and auctioned
disposals may not be recorded for several months in the run up to the year-end
external audit process.



Adjusting entries are posted to revenue accounts at fiscal year-end before external
auditor arrival to sweep liability balances associated with the unprocessed licensing
backlog for the fiscal year.

Fihancial Administration:

There is inconsistent policy enforcement of a “S-consectutive day leave” rule for
Finance employees, with some complying and others not required.

There are several key employees who are likely to retire in the coming months and
years, and there is a need for a developed succession plan.

RECOMMENDATIONS

Recommend the addition of one full-time Buyer Technician in the Purchasing Division
to address increased volume of activity, as well as 1098 praduction.

Recommend Accounts Payable participation in the 1098 process, ensuring a smoother
processing cycle annually.

Recommend researching public-sector ERP systems, seeking providers that are not
constantly in development.

Recommend amending W-2 document format to include all frequently sought
information, thus eliminating the need for customized payroll |letters for employees.
Recommend that Revenue Division results stand at fiscal vear-end, and if a liability
exists, report it, resulting in accurate financial reporting.

Recommend the development of an action plan to address backlogged transactions re:
Occupational Taxes and Other Fees,

Recommend that renewal notices be sent out to licensed businesses annually.
Recommend that Inspection & Codes resume citation enforcement as appropriate for
known delinquent accounts.

Recommend that write-offs of aged EMS Receivables and other uncollectables take
place, ensuring more accurate financial reporting.



I have received your internal audit report dated December 5, 2023, outlining some areas of
opportunity to strengthen departmental policies and/or operating efficiencies in the Finance
Department. After carefully considering your comments, I offer the following responses to your
suggestions. Each section below addresses the areas outlined in your report.

AUDITEE RESPONSE TO FINDINGS
1. Purchasing:
Auditor Finding -

o Trained departmental financial managers continue to frequently turn In items for
* purchasing action that are missing key approvals, bogging down activity, with a reckoning
at fiscal year-end.

s The issugnce of 1098 forms to vendors at calendar year-end diverts activity for 2 Buyers
from the Purchasing Team annually for several months-this is a process that can be
complicated by voided vs. cancelled checks, or credit issuance.

e The volume of business activity has dramatically increased in recent years, without an
adjustment to the staffing roster. Statistical review and comparison to similar sister cities
supports an adjustment.

Auditee Response -

» The issuance of IRS Form 1099 is a function of the Purchasing Division as Purchasing is
responsible for vendor maintenance and management within the financial software system.
Per IRS guidelines, 1099 forms are required to be mailed no later than January 31 each
year. Purchasing staff works with a third party vendor to process and mail 1099 forms
before the annual deadline. After the forms are mailed, the staff handles any returned mail
or corrections if applicable.

» Purchasing has facilitated the issuance of 240, 308, and 477 1099 forms for tax years 2020,
2021, and 2022 respectively. While the number of issued 1099 forms have increased in
recent years due to City administered ARP grant programs, the number of returned mail
and/or corrections averages to be less than 20 items annually.

s With that, the level of effort involved with 1099 form issuance/processing does not directly
support additional staffing in Purchasing. However, the Finance Department’s approved
staffing level has always been considerably lean, and any additional positions would allow
for viable backups when tenured and experienced employees resign or retire.



2. Revenue:

Auditor Finding -

e There is 545.1 miflion of unprocessed transactional activity that is catalogued in excel
records known as the CCG Lockbox. This activity has not been banked. Details appear in a
supplemental attachment. Dollars represent an unrealized revenue liability in the year
recejved, We do not have an alfowance for these transactions.

s The office handles a wide variety of taxes and permit fees. In years past, renewal notices

_ were routinely sent. More recently, such mailings no longer occur.

o Write-offs of old aged EMS receivables, along with two legally deficient foans have not
been permitted for years. There is an allowance established in the General Fund, though
Accounts Receivable remains overstated, and the Alfowance may not currently be at an
adequate level.

e Several months ago, the Collections Team had been addressing a backlog in EMS Billing-
it's terrific to find them caught up to current workflow.

* As truly delinquent accounts are currently difficult to identify, citation enforcement vig
Inspections & Codes has been discontinued.

Auditee Response -

It is inaccurately stated that there is $45.1 million of unprocessed transactions catalogued
as CCG lockbox.

It is inaccurately stated that lockbox activity has not been deposited into the city’s bank
account. All transactions catalogued in excel spreadsheets referred to as “lockbox” only
accounts for cash that has been deposited in the bank.

Though requested, the referenced supplemental materials have not been provided at the
time of my response which prohibits said materials from being addressed specifically.

As of today, there are about 500+ accounts currently pending processing valued at
approximately $2.5 million.

The purpose of the lockbox spreadsheet is for staff to track payments remitted and
deposited into the city’s bank account by customer account number. This allows staff to
process licenses over a period of time as all cannot be processed when initially received in
the mail because in-person_interactions are handled as a priority.

Historically, businesses tend to wait until or close to the deadline, which is normally April
Lst, to submit their license renewals. Processing thousands of licenses may typically take
4-5 months to complete.

Our external auditors, Mauldin & Jenkins, provide audit/financial services to 650+
government clients throughout the southeast. The lockbox process has been discussed with
the external auditors and they have reaffirmed that revenue is being properly recorded
through our lockbox process. i



The city uses the current financial resources measurement focus and the modified accrual
basis of accounting. This means that revenues are recognized as soon as they are both
measurable and available.

Revenues are considered to be available when they are collectible within the current period
or soon enough thereafter to pay liabilities of the current period. For this purpose, the
Consolidated Government considers taxes as available in the period for which they were
levied if they are collected within 60 days of the end of the current fiscal period. A 90-day
availability period is used for revenue recognition for all other governmental revenues.
Certain revenues such as property taxes, sales taxes, licenses, interest revenue, and charges
for services associated with the current fiscal period are all considered to be susceptible to
accrual and thus are recognized as revenues of the current fiscal period, if available criteria
are met. All other revenue items are considered to be measurable and available only when
cash is received by the Consolidated Government.

In addition, the city elected to use the gross receipts and profitability ratio methodology to
assess and collect occupation taxes.

Since occupation taxes are a derived income tax based solely on the economic activity and
earnings of a business, the c¢ity cannot accurately determine what the gross receipts would
be for a particular business in the preceding or ensuing year. It would be both inaccurate
and misleading to make such assumptions.

It would also be inaccurate to record an allowance for doubtful accounts for any amounts
listed on any “lockbox” spreadsheet as these amounts represent cash that has already been
deposited into the city’s bank account.

Renewal notices are mailed annually. As part of annual processes, the Revenue Division
typically sends a courtesy delinquent letter to businesses who have failed to submit license
renewals for the current year.

It was discovered by management in August 2023 that Revenue Division staff failed to
timely issue courtesy delinquent notices and subsequently turn over delinquent accounts to
Inspections & Codes Department, Code Enforcement Division for enforcement.

Since discovery, courtesy delinquent notices for license years 2020, 2021, 2022, and 2023
~ were mailed in August 2023.

Ambulance write-offs occur monthly for various reasons including contractual insurance
adjustments as well as adjustments for deceased, incarcerated or indigent persons. It is a
policy decision to physically close out ambulance receivables in the financial system
because once a receivable is closed, it cannot be re-opened, and payment cannot be posted
after closure.

Ambulance receivables are not overstated as approximately 70% of the ambulance
receivable balance has been written off as bad debt and is reflected in the figure reported
as allowance for doubtful accounts in the financial statements.

Closing the receivable in the financial system would not impact the financial statements as
the allowance currently reduces the receivable to a net amount. That net amount would still



be reflected in the financial statements because once the receivable is closed, the allowance
would be removed.

Citation enforcement has not been discontinued as the enforcement of delinquent business
licenses is the responsibility of the Inspection & Codes Department. The delinquent
business license list was tumned over to Inspections & Codes on September 13, 2023, for
code enforcement.

3. Accounting

Auditor Finding -

s Both CGI (Payrofl} and the Advantage systems go through 3-4 “mini-conversions” annually
that effectively turn the work place into a test site, where our team is identifying system
glitches for the software manufacturer, which disrupts routine work flow.

s Trained departmental financial managers continue to frequently turn in items for
Accounts Payable or Payroll action that are incomplete or missing key approvals, bogging
down activity. Every effort is made to prodice completely accurate payroll results
regardless of the timeliness or quality of the submissions.

s Fixed Asset reporting may not always be current as new acquisitions and auctioned
disposals may not be recorded for several months in the run up to the year-end external
audit process.

e Adjusting entries are posted to revenue accounts at fiscal year-end before external auditor
arrival to sweep ligbility balances associated with the unprocessed licensing backlog for
the fiscal vear.

Auditee Response -

Interval software updates are standard practices for most software systems. Oftentimes,
these updates enhance security and implement new features that may contribute to process
improvements within the software system.

To help mitigate frustrations surrounding testing requirements for new feature sets,
Finance, HR, and LT. staff are currently engaged in discussions with the
financial/payroll/budget software vendor regarding the implementation of a third (non-
production) database. A third environment allows the current production and non-
production databases to remain on the same version of the software to quickly remediate
issues that may arise while simultaneously testing any impending software updates.

Fixed Assets are identified and reviewed on a monthly basis. However, they are not
recorded until the completion of the prior year audit because our available reporting is not
fiscal year specific. Unfortunately, we cannot post new assets in the new fiscal year until
the prior fiscal year audit is complete.

Once the audit is complete and the prior fiscal year is closed, all assets are recorded and
are continuously recorded on a monthly basis up to year end.



¢ As stated previously, the lockbox process has been discussed with our external auditors,
Mauldin & Jenkins, and they have reaffirmed that revenue is being properly recorded by
the Accounting Division through this process.

. Financial Administration

Auditor Finding -

e There is inconsistent policy enforcement of a “5-consectutive day leave” rule for Finance
employees, with some complying and others not required.

e There are several key employees who are likely to retire in the coming months and years,
and there is a need for a developed succession plan.

Auditee Response —

Finance department employees do adhere to the 5-day mandatory leave policy. However, due
to staffing challenges in the Revenue Division, it was the decision of management to allow an
employee to forego the 5-day leave requirement during the pandemic. However, all employees
will resume their mandatory leave now that additional staffing has been temporarily approved
to assist with the backlog in the Revenue Division. ‘

While the Finance department has succession plans in place for certain positions, other
positions may not have viable backups. This issue is not unique to Finance as this is likely the
case for key positions in most departments throughout the city government.

To properly develop talent requires time and resources that most departments cannot afford to
expend since succession planning is so much more than' simply picking replacements.
Although the city recently implemented a new pay plan, pay is still a determining factor when
it comes to talent pool selections.

Attracting and retaining individuals with the key competencies and skills necessary for
business continuity is sometimes challenging when coupled with other limitations such as
budget constraints.



AUDITEE RESPONSE TO RECOMMENDATIONS

AUDITOR RECOMMENDATION #1:

Recommend the addition of one full-time Buyer Technician in the Purchasing Division to
address increased volume of activity, as well as 1098 production.

AUDITEE RESPONSE:

The level of effort involved with 1099 form issuance/processing does not directly support
additional staffing in Purchasing. However, additional staffing is needed to implement
process improvements for other functions to include full implementation of online
payment processing for vendors managed by the Purchasing Division and for taxpayers
regulated by the Revenue Division.

AUDITOR RECOMMENDATION #2:

" Recommend Accounts Payable participation in the 1098 process, ensuring a smoother

processing cycle annually.

AUDITEE RESPONSE:

The issuance of IRS Form 1099 is a function of the Purchasing Division as Purchasing is
responsible for vendor maintenance and management within the financial software
system. [n addition to Purchasing, the Accounting Division must also ensure the issuance
of thousands of mandated payroll tax forms before January 31 each year as well. While
there is some collaboration among divisions to meet the annual deadlines, any additional
responsibilities for vendor tax forms may be burdensome for accounting staff.

AUDITOR RECOMMENDATION #3:

Recommend researching public-sector ERP systems, seeking providers that are not
constantly in development.

AUDITEE RESPONSE:

Interval software updates are standard industry practices for most software systems.
Oftentimes, these updates enhance security and implement new features that may
contribute to process improvements within the software system. The city has
approximately 2 years left in the current contract with the HR/financial/budget software
vendor. Additional options may be explored close to that time.

AUDITOR RECOMMENDATION #4:

Recommend amending W-2 document format to include alf frequently sought information,
thus eliminating the need for customized payroll letters for employees.



AUDITEE RESPONSE:

» The W-2 document is a standard IRS form which can only be amended by the IRS. It is my
understanding that staff were expressing a desire to update employee paycheck stubs to
include gross year to date totals thus eliminating the need for letters from payroll that
contain this information. However, this would be a significant change to the current
format and there would be an associated cost to facilitate such a change.

AUDITOR RECOMIMENDATION #5:

e Recommend that Revenue Division results stand at fiscal year-end, and if a liability exists,
report it, resulting in accurate financial reporting.

AUDITEE RESPONSE:

¢ Our external auditors, Mauldin & Jenkins, provide audit/financial services to 650+
government clients throughout the southeast. The lockbox process has been discussed
with the external auditors and they have reaffirmed that revenue is being properly
recorded through our lockbox process. The city uses the current financial resources
measurement focus and the modified accrual basis of accounting. This means that
revenues are recognized as soon as they are both measurable and available. Revenues
are considered to be available when they are collectible within the current period or
soon enough thereafter to pay liabilities of the current period. For this purpose, the
Consolidated Government considers taxes as available in the period for which they were
levied if they are collected within 60 days of the end of the current fiscal pertod. A 90-
day availability period is used for revenue recognition for all other governmental
revenues, Certain revenues such as property taxes, sales taxes, licenses, interest
revenue, and charges for services associated with the current fiscal period are all
considered to be susceptible to accrual and thus are recognized as revenues of the
current fiscal period, if available criteria are met. In addition, accrued revenue would be
recorded as a receivable which is an asset, not a liability on the financial statements. The
purpose of the lockbox spreadsheet is for staff to track payments remitted and
deposited into the city’s bank account by customer account number. This allows staff to
process licenses over a period of time as all cannot be processed when received initially
received in the mail because in-person interactions are handled as a priority.

AUDITOR RECOMMENDATION #6;

s Recommend the development of an action plan to address backlogged transactions re:
Occupational Taxes and Other Fees.

AUDITEE RESPONSE:

* An action plan was provided in the executive summary report provided on October 30,
2023. However, staff are continuing to work through the license renewal and delinquent
license processes. Temporary staffing has been authorized by the City Manager to assist
with the backlog of license processing. Staff will continue to work overtime to complete



pending license renewals. Information Technology and Finance will continue
engagement with the software vendor to address system performance issues in order to
move forward with automation efficiencies to include online processing.

AUDITOR RECOMMENDATION #7:

¢ Recommend that renewal notices be sent out to licensed businesses annually.

AUDITEE RESPONSE:

* Renewal notices are mailed annually, As part of annual processes, the Revenue Division
tynically sends a courtesy delinquent letter to businesses who have failed to submit
license renewals for the current year. This includes those businesses that did not
respond to a “problem letter”. If a business does not come into compliance, a
delinquent list is generated for Code Enforcement to compel compliance.

AUDITOR RECOMIMENDATION #8:

s Recommend that Inspection & Codes resume citation enforcement as approprigte for
known delinquent accounts.

AUDITEE RESPONSE:

s (itation enforcement has not been discontinued as the enforcement of delinquent business
licenses s the responsibiiity of the Inspection & Codes Department. The delinquent business
license list was turned over to Inspections & Codes on September 13, 2023, for license years
2020, 2021, 2022, and 2023.

AUDITOR RECOMIMENDATION #9:

.~ ® Recommend that write-offs of uged EMS Receivables and other uncollectables take place,
ensuring more gccurate financial reporting.

AUDITEE RESPONSE:

¢ Ambulance write-offs occur monthly for various reasons including contractual insurance
adjustments as well as adjustments for deceased, incarcerated or indigent persons. it is a
policy decision to physically close out ambulance receivables in the financial system because
once a receivable is closed, it cannot be re-opened, and payment cannot be posted if received
after closure. Ambulance receivables are not overstated as approximately 70% of the
ambulance receivable balance has been written off as bad debt and is reflected in the figure
reported as allowance for doubtful accounts in the financial statements. Closing the receivable
in the financial system would not impact the financial statements as the allowance currently
reduces the receivable to a net amount. That net amount would still be reflected in the
financial statements because once the receivable is closed, the allowance would be removed.
Nevertheless, a policy revision regarding closing receivables will be reviewed for
consideration.



