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STATE OF ALABAMA
DEPARTMENT OF EXAMINERS OF PUBLIC ACCOUNTS
MONTGOMERY. ALABAMA 36130

Honorable Ronald L. Jones
Chief Examiner of Public Accounts
Montgomery, Alabama 36130

Dear Sir:

Under the authority of the Code of Alabama 1975, Section 41-5-14, we
submit this report on the Jefferson County Commission for the period October
1, 1993 through September 30, 1994.

SCOPE AND OBJECTIVES

This report encompasses an audit of financlal statements of the Jefferson
County Commission (the "Commission") and a review of compliance by the
Jefferson County Commission with applicable laws and regulations of the State
of Alabama and federal financlal assistance programs. The audit was conducted
in accordance with generally accepted government auditing standards for
financilal audits. Objectives of this audit were to determine whether the
financial statements present fairly the financial position and results of
financial operations and whether the Jefferson County Commission has complied
wlth applicable laws and regulations.

CONTENTS OF REPORT

This report includes the following segments:

1. Report to the Chief Examiner - contains items pertailning to state
legal compliance, agency operations and other matters.

2. Financial Section - includes basic fipnancial statements (Exhibits 1
through 5); Notes to the Financial Statements; financial information
supplemental to the basic financial statements (Exhibits 6 through 18);
a Schedule of Federal Financlal Assistance (Exhibit 19), which details
federal assistance recelved and expended during the audit period;
Schedules required by the Alabama Department of Economic and Community
Affairs (Exhibits 20 through 24), which provide grant information; and
the Independent Auditor's Report, which reports on whether the included
financial information constitutes a fair presentation of the financial
position and results of financial operations.
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Additional Information - contains basic information related to the
auditee (Exhibit 25) and the following reports and items required By
generally accepted government auditing standards and/or U.S. Office

of Management and Budget (OMB) Clrcular A-128 for federal compliance
audits:

Compliance Report Based on an Audit of Financial Statements Performed
in Accordance With Government Auditing Standards (Exhibit 26) - a
report on whether the auditee has complied with laws and regulations
which if not followed could have a material effect on the auditee's
financial position and results of operations with positive assurance
on the items tested and negative assurance on items not tested.

Report on the Internal Control Structure in Accordance With Government
Auditing Standards (Exhibit 27) - a report on the internal control
structure made as part of a financial statement audit.

Single Audit Opinion on Compliance With Specific Requirements Applicable
to Major Federal Financial Assistance Programs (Exhibit 28) - a report
which gives an opinion on the entity's compliance with specific require-

ments that are applicable to each of its major federal financial
assistance programs.

Single Audit Report on Compliance With the General Requirements Applic-
able to Federal Financlal Assistance Programs (Exhibit 29) ~ a report
on the general requirements which gives positive assurance on the items

tested and negative assurance on the items not tested for federal
programs.

Single Audit Report on Compliance With Specific Requirements Applicable

to Nonmajor Federal Financial Assistance Program Transactions

(Exhibit 30) - a report on compliance with specific requirements applic-
able to nonmajor program transactions that gives positive assurance on
the items tested and negative assurance on items not tested.

Single Audit Report on the Internal Control Structure Used in
Administering Federal Financial Assistance Programs - (Exhibit 31)

— a report on internal controls used to administer federal financial
assistance programs.

Auditee Response (Exhibit 32) - a response by the auditee on the
results of the audit.
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AUDIT COMMENTS

The Jefferson County Commission provides for public safety, construction
and maintenance of county roads and bridges, sanitatlion services, health and
welfare services, educational, cultural and recreational services to the
citizens of Jefferson County.

AUDIT FINDINGS

As of September 30, 1994, the following funds had deficit fund
balances/retained earnings:

Special Revenue Funds Internal Service Funds

Road Fund 1,417,004 Fleet Management Fund 305,486

Community Development Central Laundry Fund 85,407
Fund 206,847 Building Service Fund 596,137

STATUS OF PRIOR AUDITS

Findings contained In the prior audit have been resolved except for the
following:

The Commission utilizes an accounting software program ("TAG") which
allows journal entries to be made in a “thirteenth perlod" after the fiscal
year end closes while allowing current year transactions to also be processed.
Such procedure should be used to facilitate adjustments due to unanticipated
information received subsequent to the year end close tor a Iimited period of
time. However, the Commission continued to make numerous material adjustments
in the "thirteenth period” to the general ledger for the fiscal year ending
September 30, 1994, as late as March 7, 1995. Although "thirteenth periocd”
adjustments were made more timely than in the previous fiscal year, when
adjustments continued ten months after the fiscal year end, this procedure
continues to interfere with our verification of management's assertions
regarding the existence and completeness of balance sheet and related
nominal account balances. It also Impairs the effectiveness of the budgetary
control process, as material adjustments to expenditures made in the 1993-94
"thirteenth period" six months after fiscal year end close would also
materially affect the current year's budgeted resources and obligations.






The Commission's fixed asset inventory records were not updated in a
timely manner, with regard to additions, transfers and deletions. A physical
inventory of non-federal fixed assets had not been recently performed. The
Commission did not properly record all purchases of general fixed assets,
primarily construction 1In progress, as capital outlay during the audit period;
therefore, additions to the General Fixed Asset Account Croup could not be
reconciled to capital outlay. The subsidiary listing of non-federal fixed
assets was not reconciled to the general ledger on a regular basis.

Numerous adjustments were necessary to correct payroll withholdings
payable In the General and Cooper Green Hospital Funds.

SUMMARY OF FEDERAL COMPLIANCE AND INTERNAL CONTROL STRUCTURE

Management is responsible for establishing and maintaining the internal
control structure which provides reasonable assurance that assets are
safeguarded from loss or unauthorized use, that all transactions are properly
recorded and executed as authorized by management and that transactions are
executed in accordance with applicable federal legal requirements. Records
should show evidence of the operations of these controls. The following
reportable conditions were noted which reduce the effectiveness of the
internal control structure of the Jefferson County Commission:

Immaterial:

Adequate controls did not exist over the maintenance of the accounts
receivable subsidiary and follow-up of delinquent accounts in the Sewer
Impact/Septic Tank Department. Procedures were not present to ensure that
changes made to the Commission's software coding were properly documented for
review and approval of modifications by appropriate management personnel, and
tests of results after modifications were made, Reconciliation of subsidiary
ledgers to general ledger control accounts was not performed timely for
expenditures and encumbrances.

Material:

Adequate segregation of duties did not exist for receipting cash,
preparing deposits, posting the receivable subsidiary ledger, and billing
at the County Nursing Home and Environmental Services Administration-Landfill.
Procedures did not exist to ensure that the provision for bad debt expense and
allowance for uncollectible accounts were properly recorded in the Landfill
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and Sanitary Operatlons Funds. A subsidiary ledger was not retained at year
end for the Sewer Billing Department's accounts recelvable. There was
1nadequate maintenance of additions, transfers, and deletions to the fixed
asset iInventory listing, and reconciliation of this listing to the general
ledger was not performed periodically. A physical inventory of non-federal
fixed assets had not recently been performed. Reconciliation of subsidiary
ledgers to control accounts was not performed timely for accounts receivable.

RECOMMENDATIONS

Deficit fund balances should be alleviated.

The Commission's policy of allowing adjustments to the general ledger In
the "thirteenth period" should be limited to adjustments related to
unanticipated information received subsequent to the year end close for a
reasonable period of time.

Additions, transfers, and deletions to the flxed asset inventory listing
should be adequately maintained, and a reconciliation of this l1sting to the
general ledger should be performed periodically.

A physical inventory of non-federal fixed assets should be performed.

Controls should be established to monitor payroll withholding Iiability
balances in a timely manner.

Procedures should be implemented to ensure adequate segregation of duties
for receipting cash, preparing deposits, posting of recelvable subsidiary

ledger, and billing at the County Nursing Home and Envirommental Services
Administration-Landfill.

Procedures should be established to record the provision for bad debt
expense and allowance for uncollectible accounts in the Landfill and Sanitary
Operations Funds.

Accounts recelvable subsidiary ledgers should be retained at year-end,
and should be reconciled to general ledger control accounts in a timely
manner.,
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INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying primary government financial statements
of the Jefferson County Commission as of and for the year ended September 30,
1994, listed iIn the table of contents as Exhibits I through 5. These financial
statements are the responsibility of the Jefferson County Commission's
management. Our responsibllity iIs to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing
standards and Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test
basls, evidence supporting the amounts and disclosures 1n the financial
statements. An audit also Includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the over-

all financial statement presentation. We belleve that our audit provides a
reasonable basis for our opinion,

A primary government is a legal entity or body politic and includes all
funds, organizations, institutions, agencies, departments, and offices that

are not legally separate. Such legally separate entities are referred to as
component units.

In our opinion, the primary government flnancial statements present
fairly, in all material respects, the financial position of the primary
government, the Jefferson County Commission, as of September 30, 1994, and
the results of its operations and cash flows of Its proprietary fund types
and similar trust funds for the year then ended, in conformity with generally
accepted accounting principles.

However, the primary government financial statements, because they do
not include the financial data of component units of Jefferson County, as
discussed in Note 1, do not purport to, and do not, present fairly the
financial position of Jefferson County, as of September 30, 1994, and the
results of its operations and cash flows of its proprietary fund types and
similar trust funds for the year then ended in conformity with generally
accepted accounting principles.

Our audit was made for the purpose of forming an opinion on the primary
government financial statements referred to above taken as a whole. The
accompanying supplemental (Exhibits 6 through 18) and supplementary (Exhibits
13 through 24} information 1s presented for purposes of additional analysis
and is not a required part of the primary government financial statements of
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the Jefferson County Commission. Such information has been subjected to the
auditing procedures applied 1n the audit of the primary government financial
statements and, 1in our opinion, 1s fairly stated In all material respects in
relation to the primary government financial statements of the Jefferson
County Commission taken as a whole.

Ronald L.
Chilef Examiner
Department of Examiners of Public Accounts

March 10, 1995
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JEFFERSON COUNTY COMMISSION MARY M. BUCKELEW

PRESIDENT
211 Courthousse, Birmingham, Alabama 35263-0071
Telephone {205) 325-5555

April 14, 1895

Mr. Ronald L. Jones
Chief Examiner
State of Alabama Department
of Examiners of Public Accounts
_ Gordon Persons Building
" 50 North Ripley Street, Room 3201
.Montgomery, AL 36104-3833

Dear Mr. Jones:

The Jefferson County Commission wants to express our sincere
gratitude to your staff and you for completing the audit for
fiscal year ending September 30, 1994 in the fastest time ever in
the history of your department. Although the delivery of your
report will be past the reasonable time of six months after our
fiscal year end, it appears our joint efforts are getting us
.close to our self-imposed target of three months after our fiscal
vyear end. We look forward to audit planning meetings with you
»during the fiscal year rather than after the fiscal vyear end. We
would also like to schedule your auditors to begin fieldwork
before the end of the fiscal year you audit. Please let me know
about your thoughts on these ideas.

In response to Mr. Doug Clark's letter of April 5, 1995, I
offer the following responses to your audit findings:

The Jefferson County Commission has adopted a philosophy to
supplement the cash flow for non-federal funds that operate at a
deficit. The Commission does not want to communicate to depart-
ment heads that general fund cash belongs to departments that
have an operating deficit. The non-federal funds mentioned in
Mr. Clark's letter have a positive balance in their pooled cash
account as of September 30, 1994. The Commission will not give
departments general fund cash until it is needed, regardless of
fund balance deficits. The other fund balance deficit mentioned
in your audit finding is a fund that operates mostly with federal
grants. The Office of Planning and Community Development oper-
ates a finance division separate from the Finance Department.
This finance division has no reporting responsibility to the
Finance Department. The Community Development employees are
reconciling their pooled cash account for the last several years
to determine if there are any unrecorded general fund supplements
due to Community Development. We hope to transfer this general
fund cash during the 1995 fiscal year.



Page 2

Mr. Ronald Jones

State of Alabama Examiners of Public Accounts
April 14, 1995

The Jefferson County Commission uses the thirteenth account-
ing period to record accruals and your audit adjustments. We
will continue this practice.

The Commission assigns the fixed asset accounting respon-
sibility for this $600 million dollar group of assets to one
accountant. During 1994 the third new person in this position,
in as many years, corrected many of the previous complications
you mentioned last year. This person will continue to improve
the fixed asset records.

The County's hospital maintains a large finance division
separate from the Finance Department. This finance division has
no reporting responsibility to the Finance Department. The
hospital also has its own separate computer payroll system. The
employees responsible for the payroll liability reconciliation
are aware of their assigned duties. We hope the hospital em-
ployees take care of this situation during 1995.

The landfills and nursing home have finance divisions sepa-
rate from the Finance Department. These finance divisions have
no reporting responsibility to the Finance department. These
divisions shall review their operations and shall implement
changes within the budget constraints of their operations. The
Commission will not add employees in these divisions as a result
of your audit finding. Based on our discussions at our audit
exit conference, the Commission agrees with your staff recom--
mendation that existing employees can rotate their duties to
provide compensating internal controls for cash and receivables.

The Information Services Department shall retain the magnet-
ic tape of the year-end sewer service accounts receivable or it
shall forward the magnetic tape to the Finance Department.

The Jefferson County Commission operates on a cash basis
during its fiscal year. The cash basis has been in effect ever
since the County began operations in 1819. At the end of each.
fiscal year, the Finance Department accumulates receivable infor-
mation from operations throughout the County in order for the’
accounting records to approximate the appropriate basis of
accounting. At this time the Commission feels that its method of
daily cash operations is appropriate absent any compelling rea-
sons to change all departments' procedures. Therefore, the
uncollectible allowance for accounts receivable and the subsidi-
ary accounts receivable reconciliation to the general ledger is
not a major concern to the Jefferson County Commission.
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Please contact me with any questions you may 55Vel

-
-,

Very truly yours,

Mary M. Buckelew
President

MMB/ps

cc: Jefferson County Commission
Steve Sayler



