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Dear Mr. Burnette:

As requested by the Finance Department, we conducted an audit of the Southern Nevada Area
Communications Council (SNACC).

The audit objectives were to determine whether internal controls over the revenue cycle processes and
transactions are adequate to safeguard against abuse and error, processes within the revenue cycle are
effective and transactions are recorded and deposited timely and in their entirety, and whether adequate
inventory of capital assets is maintained.

Our audit procedures found that key controls are significantly lacking in the revenue cycle processes and
transactions, leaving revenue not adequately safeguarded against abuse and errors. Processes within the
revenue cycle are not effective. We found that billed amounts are reasonably recorded and deposited in
their entirety. However, key controls are also lacking in the maintenance of capital asset inventory. The
capital asset inventory is incomplete and $4.1 million of capital expenditures should likely have been
capitalized, but were not. An additional $2.4 million should also be capitalized for a financing agreement
that transfers the assets to SNACC .

A draft report was provided to the Chairman of the SNACC Board for comment and his response is included.
We appreciate the cooperation and assistance provided by the SNACC staff.

Sincerely,
/s/ Angela M. Darragh

Angela M. Darragh, CPA
Audit Director
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Southern Nevada Area Communications Council

Revenue Cycle and Capital Assets

BACKGROUND The Southern Nevada Area Communications Council (SNACC) is a

political subdivision of the State of Nevada created September 19,
1995 by a joint powers agreement among several member public
agencies under the authority provided by Nevada Revised Statute
(NRS) 277.110 and 277.120. The agreement was amended June 4,
1996, and is known as the Cooperative Agreement. SNACC is
governed by a Board comprised of representatives from 9 public
agencies. In conjunction with the joint powers agreement, SNACC
entered into an agreement with Clark County for administrative
support. Clark County provides administrative support for financial,
budget, accounting, and reporting that includes billing and collection
of payments, deposits, investments, and payment of expenditures.
SNACC is liable and responsible for all matters including but not
limited to debts, liabilities, and obligations. The SNACC Board has the
power and responsibility for approving, authorizing, and answering
for these matters.

SNACC provides 800 MHz radio communications in support of public
safety agencies operating in Southern Nevada. In addressing changes
in regulations and public agency struggles to communicate, due to
lack of interoperability and flexibility, end of life systems, inconsistent
coverage, and insufficient capacity, SNACC has taken proactive steps
to take advantage of technological advancements to improve public
safety radio communications through several major projects. These
projects have brought SNACC operations from analog to a wider
service area offering digital and interoperable service, allowing
subscribers to communicate across disparate radio systems. SNACC
uses three computer applications to manage radio service: the
Motorola System Management (MSM) application monitors radio
service, the Genesis application manages air time use and reporting,
and an Access database is used for managing radio inventory.

Public agencies are required to contribute a one-time “Equity Buy-In”
fee of $1,460 for each new radio service activated and a $185 annual
fee for each radio service to be billed on the first day of July. Annual
charges are prorated for services that are activated within the fiscal
year. Charges are not refundable. Agencies that own radio service
equipment receive a reduced rate. Nye County is the only public
agency with SNACC that owns its own radio service equipment.
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Southern Nevada Area Communications Council

Revenue Cycle and Capital Assets

OBIJECTIVES, SCOPE, AND
METHODOLOGY

RESULTS IN BRIEF

The objectives of the audit are to determine whether:

e Internal controls over revenue cycle processes and
transactions are adequate to safeguard against abuse and
error.

e Processes within the revenue cycle are effective and
transactions are recorded and deposited timely and in their
entirety.

e Adequate inventory of capital assets is maintained.

The audit covered the period from July 1, 2011, to March 31, 2012.

To accomplish our objectives, we conducted a preliminary survey that
included reviewing SNACC agreements, documents, and Board
minutes. We interviewed management and staff, and performed
walkthroughs and observations of revenue cycle processes. Detail
testing and analyses of transactions were performed to verify
revenues and capital assets. Due to the lack of sufficient supporting
documentation and the lack of effective controls over the radio
identification inventory, we were unable to perform audit procedures
over billings for new radio service activated during the year.

We conducted this performance audit in accordance with generally
accepted government auditing standards. Those standards require
that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. We believe that the
evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

Key controls are significantly lacking in the revenue cycle processes
and transactions, leaving revenue not adequately safeguarded against
abuse and errors. Processes within the revenue cycle are not
effective, as is evidenced by disputed annual billings and errors in
data contained in MSM and the Access inventory database (Access)
for radio service. Billed amounts are reasonably recorded and
deposited in their entirety. Key controls are also significantly lacking
in the maintenance of capital asset inventory. The capital asset
inventory is incomplete. We noted that $4.1 million of capital
expenditures that should likely have been capitalized, but were not.
We also found that an additional $2.4 million should also be
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Southern Nevada Area Communications Council

Revenue Cycle and Capital Assets

DETAILED RESULTS

Agreement Provisions
Need to be Changed

Agreement Not Amended
for Change in Fee Structure

Recommendation

Communications
Equipment Fund Provision

capitalized for a financing agreement that transfers the assets to
SNACC.

The amount charged to subscribers for the “Equity Buy-In” one-time
fee and the annual fees are not in accordance with the Cooperative
Agreements with the various public agencies. The fee structure was
changed in 2006 from a complex formula that consisted of
proportionately billing out airtime to subscribers to a flat $1,460
Equity Buy-in Fee and $185 annual charge for each new radio service.

Not amending the agreements for the current fee structure may lead
to potential litigation and liability for SNACC. Even though the public
agencies are represented on the SNACC Board and the Board should
have approved the fees, the Cooperative Agreements must ultimately
be approved by the authorized body of each public agency.

SNACC recently contracted with a consultant to propose a new fee
structure that will support current operations and future
technological infrastructure needs.

We recommend that that the SNACC Administrator amend
Cooperative Agreements with the public agencies to reflect the rate
structure. The amendments should be approved by the SNACC Board.
We further recommend that the Cooperative Agreements incorporate
a provision for flexibility of changing the rate structure in the future.

We identified several areas of non-compliance with the Cooperative
Agreement. SNACC is not currently maintaining an inventory list of
capital equipment items owned with their life expectancies and
current replacement cost. In accordance with Cooperative
Agreement provision 15(c), the inventory list is to be provided to the
SNACC Board in December of each year. However, a list of capital
assets does exist as part of the financial records. In addition, a
separate fund does not exist in financial records for communications
equipment and funding as implied by the provision. Equipment is
tracked as a line item in budget and as capital assets by type in
financial records.
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Southern Nevada Area Communications Council
Revenue Cycle and Capital Assets

Recommendation

Capital Asset Balances
Understated with
Processes Lacking Key

Controls

The agreement provision also calls for a capital plan for each
participating public agency. However, we believe the capital plan is
no longer needed.

The capital plan for each participating public agency provision was
placed in the agreement due to the complex rate structure previously
mentioned. The rate structure was subject to large fluctuations based
on usage and the acceptance of public agencies for new service. The
capital plans were needed by the public agencies to formulate their
own budgets. Since the SNACC Board changed the fee structure to a
flat fee, the capital plan for each participating agency, this portion of
the provision is not meaningful to current accepted practices.

We believe that a separate fund is not needed for tracking of
equipment as these may be tracked within the SNACC fund.

We recommend that the SNACC Administrator amend, with SNACC
Board approval, the Communications Equipment Fund provision of
the Cooperative Agreement to reflect approved practices. We further
recommend that a cost center within the SNACC fund be established
to account for capital funding, expenditures, and projects to be
capitalized.

Capitalized assets amounting to $14 million as of March 31, 2012, do
not include all equipment that should be capitalized in accordance
with standard accounting practices. We determined that
approximately $4.1 million of equipment purchased throughout the
years was expensed rather than capitalized. An additional $2.4
million should also be capitalized due to a capital lease financing
agreement that transfers the assets to SNACC. The capitalized asset
amount also erroneously contained an expense for a service contract
agreement payment in the amount of $212,218.

This list of capital assets is the only record that SNACC has for
identifying equipment. If this list is inaccurate, SNACC will be unable
to effectively determine future project costs or replacement costs.

SNACC purchases a significant amount of equipment through vendor
agreements with Motorola that are processed primarily through
change orders. We compared the capitalized equipment list
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Southern Nevada Area Communications Council

Revenue Cycle and Capital Assets

maintained in financial records to historical and current Motorola
purchase orders since the inception of SAP in 2005. We also
compared Motorola project agreements and change orders.

We found a significant lack of key controls over equipment purchases
and inventory lists. The following areas were noted as deficiencies
that lead to the inaccurate reporting of capital assets:

e Board minutes showing approval of significant projects were
not available.

e (Capital projects are not tracked within SNACC financial
accounting records maintained in SAP to accumulate
capitalized amounts and control project expenses. Assets are
capitalized through purchase orders. Purchase orders contain
a mixture of line items that may include expenses for
projects, change orders, and other amounts that should be
expensed, such as service contract agreement amounts.
Several purchase orders may also be opened for the same
project. Purchase orders may also expense rather than
capitalize items.

e Projects are controlled inconsistently through change orders
rather than by a hierarchical arrangement where project
agreements are approved and then change orders to these
projects approved.

e Certificates of Completion and signed final acceptance
documents were not available for all projects. These
documents would support the capitalization of assets.

e Capitalized assets may be capitalized on either a system basis
or as individual equipment making it difficult to identify
whether the list of assets is complete or accurate.

Recommendation We recommend that the SNACC Administrator implement key

controls for expenditures related to equipment that follow standard
accounting practices. We further recommend that the SNACC Board
determine the best method for capitalized equipment accountability:
system or individual equipment. The SNACC Board should then notify
the County for application of this method.
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Southern Nevada Area Communications Council

Revenue Cycle and Capital Assets

Revenue Cycle Controls

Formal Requests for New
Service, Deactivation,
Reactivation, Transfers, and
Cancellations Do Not Exist

The revenue cycle for SNACC consists of three major types of
activities for service:

e New Service

e Transfers

e Deactivation/Reactivation while maintaining service
e Cancellation

The Cooperative Agreement does not have provisions for
deactivation/reactivation, transfers of radios to other public agencies,
or cancellation of radio service. According to SNACC administration,
transfers of radios may occur between public agencies without
notification to SNACC. SNACC also does not have a formal process
that includes supporting documentation, policies, or procedures for
providing these services.

The revenue cycle process for SNACC generally includes orders for
new service, transfers, deactivation, reactivation, and cancellations
that are informally taken over the phone, in-person, or by e-mail. The
public agencies do not provide purchase orders for new service.
Radios, to be activated or whose activation is complete for new
service, are dropped off by the agency or are picked up by a SNACC
employee without supporting documentation such as an
acknowledgement by both agencies of the number of radios with
serial numbers and assigned radio identifications to be serviced.
There is also no consistent formal documented acknowledgement of
public agency requests for transfers, deactivation, reactivation, or
cancellation.

Since MSM does not report critical date data, SNACC maintains an
Access database of radio identification numbers, dates, status, and
other information. This inventory is used to support the number of
radios that will be billed to the public agencies. Without adequate
supporting documentation available to verify the inventory database,
the incorrect number of radios could be billed and the activation
status could be incorrect. This would affect billing, causing
disagreement with public agencies. Realization of revenue and
amounts available for expenditures will also be affected by billing
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Southern Nevada Area Communications Council
Revenue Cycle and Capital Assets

Recommendation

No Fee Service

delays. We noted that annual billing, amounting to $1.4 million, was
delayed 94 days due to disagreement on number of radios to be
billed. We further noted collection of annual billings is slow. Of the
$1.4 million annual billing, $1.2 million, or 86%, was collected
between 30 to 90 days. Critical radio service may also be affected if
the incorrect radio identification is deactivated or cancelled.

SNACC issued letters to public agencies requesting that purchase
orders be provided for requesting radio service. We recommend the
SNACC Administrator, with SNACC Board approval; include provisions
in the Cooperative Agreement to address specific requirements for all
services (new, transfers, deactivation, reactivation, and cancellations).
The provisions for cancellation of service should discuss timeframes
and requirement for Equity Buy-In when the service is cancelled or
radios are transferred between public agencies. We further
recommend that SNACC increase effectiveness of the revenue cycle
by adopting and implementing written policies and procedures, that
includes acknowledgement forms for the receipt/delivery of radios
for new service, deactivation, reactivation, and cancellation.

Radio service for 4,589 of 12,659 (36%) of radios are not charged to
subscribers. The Cooperative Agreement does not address No Fee
services. Since SNACC is not charging fees in accordance with the
Cooperative Agreement, there is no consistency, and established
guidelines are not used to determine whether fees should or should
not be charged. No Fee services represent a significant activity for
SNACC and could cause a loss of revenues if services are not in line
with SNACC Board intentions.

SNACC policy is to not bill for radio service for consoles. We were not
able to verify this policy through SNACC Board minutes. We were
able to identify 3,352 consoles of the 4,589 (73%) radios that are not
billed. The remainder of 1,237 were either No Fee service for events
or public agencies that are not charged, in process of being billed, or
should likely be billed. There is a high probability that radios with No
Fee service are activated. However, we did not perform an analysis to
determine the number. We do not believe the results would provide
current meaningful information, as there are no formal procedures
supported by agreement provisions for the current fee structure.
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Southern Nevada Area Communications Council

Revenue Cycle and Capital Assets

Recommendation

Reassignment or Deletion
of Radio Identifications

Recommendation

Radio Identification
Inventory Controls

We recommend that in the interim, a list of all radio identifications
that are not currently being charged be discussed by the SNACC
Administrator with the SNACC Board to establish policies for what
services should be No Fee. We further recommend that the SNACC
Board include provisions in the Cooperative Agreements for No Fee
service.

Radio identification numbers may be reassigned to a new radio if the
number is inactive for two years. Radio identification numbers may
also be deleted from MSM. We found 34 blank radio identification
numbers with some remaining data in MSM.

If radio identification numbers are not reassigned within the same
public agency, trending analysis and historical reporting for
formulating strategic plans will not be accurate. Reassignment and
deletion of radio identification numbers without adequate controls in
place may lead to errors in radio inventory and the lack of sufficient
information to settle billing disputes.

We recommend that the SNACC Administrator develop written
policies and procedures with SNACC Board approval for reassignment
of radio identification numbers. We further recommend that radio
identification numbers not be deleted until a record retention policy
is approved by the SNACC Board. We further recommend that
Cooperative Agreement provisions include a limit as to how long a
participating entity may dispute a billed amount as historical
information may not be available.

We compared MSM radio identification to the Access database and
found the following errors:

e Of the 12,659 radios maintained in MSM, 1,300 are not
included in the Access database. Some of these are
attributable to the practice of excluding No Fee consoles
from the database.

e Status on 251 radios conflicted as to “Disabled” and
“Enabled” between MSM and the Access database.

e 290 radios were in the Access database inventory but not on
MSM. Of these, 33 radios have a blank field in the
“Comments” column and a blank field in the “Date Disabled”
column indicating the radio should be enabled in MSM.
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Southern Nevada Area Communications Council
Revenue Cycle and Capital Assets

Recommendation

Revenue Cycle Process

Errors and Inefficiencies

Annual Billing Radio

Identification Count

Discrepancies

However, these radios are not in MSM and are not active for
radio service. All of the 33 radios were identified in the
Access database inventory as user enabled except for 3. Of
these 3, 2 have a date disabled. None of the 290 radios are
receiving active radio service as these are not in the MSM.

e Dates are not always included and are not consistently
entered in the “Date Added”, “Date Disabled”, and “Date
Modified” column.

Due to the lack of controls, supporting documentation, and errors in
Access inventory database, we were unable to verify billings for new
radio service during the year. The total amount of prorated billings
for the audit period was not significant and amounted to $41,386.
The lack of controls over prorated billing is considered a significant
weakness in controls.

Among other key controls lacking, MSM is not periodically reconciled
to the Access database. MSM and Access data is not complete in
either application due to the unwritten policies of deleting radio
identification numbers in certain instances. This data is also
inconsistent as some but not all No Fee service radio identification
numbers are in the Access.

The maintenance of complete and consistent information between
the two systems is important to both the generation of revenue and
operations. It is critical that these services be provided precisely as
these services are used by public safety organizations such as
emergency, fire, and police. If the data is not consistent, it becomes
difficult to operate services and accurately bill subscribers.

We recommend that the SNACC Administrator implement key
controls to ensure completeness of radio identifications and
supporting information for billing and reporting in MSM and Access,
as appropriate.

We compared the number of radios on the October 2011 annual
billing to the radios in MSM and Access. MSM and Access Inventory
contained 8,097 radios that were identified as belonging to public
agencies that are charged for services. Public agencies were billed for
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Southern Nevada Area Communications Council

Revenue Cycle and Capital Assets

Recommendation

7,447 radios. The difference of 650 represents radios that were
disputed. Further, no reconciliation was performed subsequent to
the annual billing to determine the appropriate status of the disputed
radios.

We recommend that SNACC administration implement key controls as
recommended in other findings to assure accurate annual billing and
revenue that is generated consistent with SNACC Board approved
policies and procedures. Cooperative agreement provisions should be
amended to include provisions for annual billing.
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APPENDIX A
Management Response

M E MORAN DU M GEORGE W. STEVENS

Chief Financial Officer

DEPARTMENMNT OF FINAMNCE
YOLANDA T. KING
Crirector of Budget & Financial Planning

T AMGELA DARRAGH, ALIDIT DIRECTOR
FACHAEL BERMAL, PRIMCIPAL ALIDITOR

CC CHRIS D. IDEKER, SHACC BOARD CHAIRMAR
DAVID L. G053, SNACC SYSTEM ADMINISTRATOR
BRIAM L. MEBEKER, SHACC BOARD VICE CHAIRMAMN
MICHAEL L FOLEY, SMNACC APPOINTED COLIMNCIL
FROM: DARMON HARRIS, SEMIOR FINAMCIAL AMALY ST
SUBJECT: SMACCALDIT RESFOMSE

DATE: OCTOBER 10, 2012

i behalf of the SMACC Chairman, Chris Ideker, in resporee 1o the final findngs and recommendations of the
recent SHACC audt, please note the corrective acion responses by SMACC managerent:

AuditFinding: The amount charged to subscribers for the “Equity Buy-In" one-time fes and the amual fees are
not in acoordance with the Cooperative Agresments with the various public agendes, The fee siruchure was
changed in 2006 from a oomplex formnula that consisted of proportionately billing out airtime to subscribers 1o a flat
41,4680 Equity Buy-in Fee and $185 arnual charge for eadh new radio service,

Audit Recommendation: We reoommend that the SMACC Administrator amend Cooper ative Agresments with
the public agencies to reflect the rate struchure, The amendments shoud be aporoved by the SNACC Board, Ve
frther recornmend that the Cooperative Agreerments incorporate a provision for fexibility of dhanging the rate
structure in the future,

Management Respornse: The SMACC Board had previously approved setting a fixed-rate BEquity Buy-In Fes of
41,4680 effective Moverrber 195, 2003 (per agendh itern #8 at their 111903 board mtg, ) through August 31,
2005, though a formal amendment to the Cooper ative Agreement was never inifiated, Despite the expiration date,
the rate has besn maintained ever since. It shoud be noted that the aporoving body (e, the SNACC Board) is
oorprised of representatives from the same agencies included within the Cooper ative Agreement,

The SMACC Administrator will propose an amendrment: 1o the curr et Joint Poveers Agreerment (P& that affirms the
ourrertly imposed $1,460 Equity Buy-In Fee for nesw radios added oo the SMACC systerm as well as the $185
anrual operating dharge for eadh radio identified as having an adive ID, The amendment will be refroactive to
Juy 1, 2012 and will contain a provision that will maintain those rates indefinitey until either an additional
amendrment is approved by the SMACC Board or a nesy JPA s entered into by the member agencies that contairs
updated rates.

It is the SHACC Board's intenfion fo draft, distribube, and approve an wpdated P4 effective with fiscal year 2015
that wil owverhaul the ourrent fee struchre fo better align with SNACC's long-termn capital replacerment plan
aJrrertly in the final stages of deva oprnent,

Management Due Date: The amendrent will be proposed at the Novernber 7", 2012 SMaCC Boardmtg. The
updated P4 iz interded to be drafted, distributed, and approved by the end of calendar year 2013,

Page 11




AuditFinding: SMACC is not currently maintaining an irventory listof capital equiprnent items owned with their
life expectancy, and ourrent replacermentcost. Inacoor danoe with the Cooperative Agresment provisicn 1500, the
irventory listis to be provided tothe SMACC Boardin Decermber of each year, Alist of capital assets does exist as
part of the financial records, The agresrment prowision also calls for a capital plan for each participating public
agency thatwe believe is no longer needed,  In addiion, a separate fund does not exist in finandal records for
oomnmunicatiors equipment and fundng as implied by the provision, Equiprmentis tradeed as a line item in the
budoet and as capital assets by typein financial reoords,

Audit Recommendation: & recommend that the SHaCC Administrator amend, with SNaACC Board approval,
the Cornmunications Equiprnent Fund provision of the Cooperative Agreernent to reflect approved practices, We
further recommend that a cost center within the SMNACC fund be established to account foe capital funding,
experditres, and projects o be capitalized, We do not believe, however, that a separate fund is nesded fior
tracking of equiprent as these may be fracked within the SMACC fund.

Management Response: The SMNACC Administrator is currently developing a database that will contain all of
SMACCs current and future capital assets and will include the following (amongst other ) information;

Leset desaipfion

Leset # (as oeated by SAP for financial statement reporing)
Phvysical location of the asset

Vendor narme

Lesek PO#(s)

Asset PO funding souroe (operating, grant, et

Leset PO dateds)

Leset purchase price

Estimated asset replacement date

Estirnated asset replacerment oost

& separate oost center has been created effective July 1, 2012 o segregate all SMACC Equity Buy-In fees and
capital purdhases, & long-term capital plan is currently in the final stages of devd opmnent that addresses fuiure
technology needs, replacement costs, and an implernentation irmeline,

Itis anficipated that the planned 1P wpdate effective with fiscal year 2015 will address assetimentory prooedir es,
repor ts, and long-term capital planning processes as a wihole,

Management Due Date: The capital asset inventory database will be cormpleted by the end of Decermber 2012,
& separate oost center 1o seqregate SHACC Equity Buy-In fees and capital purdhases has been created and ufilized
effective Uy 1% 2012, The wpdated JPA is intended to be orafted, distributed, and approved by the end of
calerdar year 2013

Audit Finding: Capitalized assets armounting to $14 million as of March 21, 2012, do not include all equiprnent
that shoud be capitalized in acoordance with standard accounting practices, W determined that appr oxirnately
$4.1 million of equiprent purchased throughout the years was expersed rather than capitalized, &0 additional
424 million should also be capitalized due 1o a capital lease financing agreement that fransfers the assets o
SHACC, The capitalized asset amount also erroneously contained an expenditure for a servioe confr act agresment.
payrmet in the amourt of $212,218 that was flly deoreciated,

This list of capital assets is the only record that SMACC has for identifying equiprnent, I this listis inaocwrate,
SMACT will be unabie to effecively deter mine future project o replacernent costs, SMACC purdhases a significant
arnount of equiprnent throuch vendor agresments with Motordla that are processed primarily through dhange
orcers, W compared the capitalized equipment list maintained in finandal records to Hstorical and current:
Motorola pur chase arders since the inception of SAP in 2005, We also compared Motorala project agresments ard
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thange orders. W found a significant lads of key controls over equipment purchases and inventory lists, The
following areas were noted as defidendes that led to the inaccur ate repoefing of capital assets:

+  Board mirutes showing approval of significant projects were not available,

+  Capital projects are notir adoed within SMACC financial accounting reox ok maintained in SAP to accumula e
capitalized amourts and contrd project expenses,  Assets are capitalized through purchase orders,
Purchase order s oontain a mixture of line itemns thatmay indude expenses for projects, chanoe orders, and
other amounts that shoud be expensed, sudh as service contract agresment amourts, Several purdhase
orcer s are opened for the same project, Purchase orders may also experse rather than capitalize iterns.,

+  Projects are confrolled inconsistently trough dhange orders rather than by a hierarchical arrangerent
whiere project agreements are approved and then dhanoge orders to these projects are approved,

+  Certificates of Completion and signed final acoeptancoe doourments were not available for all projects. These
doournents would suppart the capitalization of assets,

+ Capitalized assets may be capitalized on either a systemn basis o as individaal equiprment rmaking itdiffioult
to identify whether the list of assets is oormplete or accur ate,

Audit Recommendation: We recormend that the SMACC Admiristratoe implermnent key contrdls for
experditures related o equipment that follow standard acoounfing practioes, W further recommend that the
S AC C Board determine the best methiod for capitalized equiprment accountability: systernar indvidual equipmert.
The SMACC Board should then notify the County for application of this method,

Management Response: The SHACC Administrator will mest with County representatives from the Budoet
Office, Comptroler’s Office, and Audt Dept (per the exsting administrative agresment with Clark Courty) to
identify specific assets or purchases that have been erroneoLely expensed andfor capitalized and oorrect within the
County’s finandal systerms aocordingly for futirereporting purposes,

Moving forward, capital assets will be accounted for in a rewdy oreated costcenter (effective July 1, 2012) to more
appropriately folow standard acoounting practices,  Capitalized equiprment will be identified by assets (system
level) and subassets (individual equiprment leve) as deemed appropriate by the Clark County Compiroller’s Officein
oonincion with the County’s Purdhasing & Contracts and Budget & Finandal Plarning divisions.

ManagementDue Date: Theidertification and oorrection will ooowr by Ochober 21%, 2012, Anew oos toerter o
acoount for capital assets has been utilized effedive Uy 1%, 2012,

Audit Finding: Therevenue oycle for SMACC consists of four major types of actvities for servioe: Mew Service,
Transfer s, Deadivation/feadivation while maintaining service, and Cancdlation.

The Cooperative Agreement does not have provisiors fior deactivationfreactivation, transfers of radice 1D other
public agendes, o cancalation of radio service, Aocording to SMACC administration, trarefers of radios may ooouwr
between pubic agendes without nofification to SMACC, SMACC alsodoes nothave a formal process thatindudes
suppor ing documnentation, poides, o procedures for providing these services.

The rewenue oycle process for SMACC gererally indudes orders for new service, fransfers, deacivation,
reactivation, and cancdlations that are informally taken over the phone, in-person, o by e-mail. The public
agendes do niot provide purdhase orders for nesw service, Radics, tobe activated o whiose adivation is complete
for rew service, are dropped off by the agency or are picked up by a SNACC employes without supporting
doournentation such as an adenowd edoerment by both agendes of the number of radics with sevial numbers and
assigned radioidenfifications o beserviced, Thereis alsono oorsis tent: formal doourmented acknow edgernent of
public agency requests for frarefers, deactivation, reactivation, o cancelation,

Sinoe MSM does niot report oifical datedata, SMACC mairtains an Acoess database of radioidentification rumters,
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dates, status, and other information. This irventoey is wsed to support the number of radics that will be billed to
the public agendes, without adeguate suppor ing doourmentation avail able towerify the inventory database, the
incorrect number of radios coud be billed and the activation status coud beincorrect, This woold affect billing,
causing disagreemnent with public agencies, Realization of revenue and amounts available for expenditures will also
be affected by billing delays. We noted that annual billing, amounting to $1.4 million, was delayed 94 days due to
dsagresment on number of radics to be billed, e further noted collection of annual billings is slow, Of the $1.4
millice annal Killing, $1.2 million, or 88%, was cdlected between 20 10 90 days,  Critical radio service may also
b affected if the incorrect rado identification is deactivated or canceled,

AuditRecommendation: SHaCC issued letters topublic apencies requesting thatpurdhase orders be provided
for requesting radio service, We recommend that the SHACC Administrator, with SKACC Board approwval, indude
priwvisions in the Cooperative Agreerment 1o address spedfic requirernents for all services (hew, deadivation,
reactvation, fransfers and cancalatiors ). The provisions for cancell ation of serviceshoud discus s trmeframes and
requirements for Equity Buy-In when the serviceis cancdled o radios are transferr ed betwesn public agencies.,
Wiz fLr ther recornmend that SMACC increase effectiveness of the revenue oycle by adopting and implernenting
writhen polides and procedures, that includes adsnowdedgernent forms for the receipt/ollivery of radios for nes
service, deactivation, reactivation, and cancellation.

Management Response: The SMACC Administrator will propose an ammendment 1o the ourrent JPA that affirms
the proces s for requiesting nesw service, deadivationfreactivation, and cancdlation of servioe, Thearmendmert will
be refroactive to July 1, 2012 and will contain language that addresses the finandal implications of those service
requests, Furthermore, those servicer equests will be recorded into a radioinvertory database being developed by
the SMACC Adrninistrator,

& radio inventory database ourrertly being developed by the SMACC Administrator will generate a report to be
distributed to eadh par ticipating agency each May 1st for their recondliation price to thenest fiscal year's invoidng,
While agendes will be encouraged to notify SNACC of any radio trarefers throughout the fiscal year, SMACC will
formnally be notified as part of the recondliation process during the approximate 60 days betwesn the irventorey
mailing and the beginning of the next fiscal year (additional details regardng the radio inventory database
oortained in a separate audt finding managerment response),

Management Due Date: The amerdment will be proposed at the Navernber 7, 2012 SNACC Board mtg.

Audit Finding: Rado service for 4,539 of 12659 (36%) of rados are not charoed o subsoibers, The
Cooperative A eerment does rot addres s no fee services, Sinoe SMACC is notcharging fees in acmordanoe with the
Cooper ative Agreerment, thereis no corsistency, and established guiddines are not Leed to determine whether fess
should o should notbe charged, Mo Fees serces represent a significant activity for SNACC and coud cause a loss
of resenues if services are notin ling with SMACC Board intentions.

SMACC policy is o not bl for radio service for consoles. We were not able o werify this pdicy through SMACC
Board mirnutes, Wwe were able foidentify 3,352 oonsoles of the 4,589 (73%) radios that are not billed, The
rernainder of 1,237 were either Mo Fee service for events o public agendes that are not dharged, in process of
being billed, or should likely be billed, There is a high probability that radios with Mo Fee service are activated,
Howwewer, wie did niot per formn an analysis to determine the rumber, we do rot beieve the resuts would provide
aJrrert meaningful information, as there are no formal procedures supported by agresment provisiors for the
ourr et fee struchure,

Audit Recommendation: ‘we recormmend that in the inferim a list of all radio idertifications that are not
aurrertly being charged be disaussed by the SMACC Administrator with the SMACC Board to establish polides for
what services should b2 Mo Fes, we further recommmend that the S9WACC Board include provisiors in the
Cooperative Sgresments for Mo Fes service,

Management Response: Currently, SMACC does not dharge fees for consoles, cache radios, or radios Leed
strictly for interoperability,  The SMACC Administrator will propose an amendment o the ourrent JPA that
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establishes formal guiddines for “ho fee” services 1o be refroactive to July 1, 2012, Furthermore, rados and
oorecles currently indentified as "o fee” eligible per the formal guiddines will be recorded as sudh into a rado
irventory database being developed by the SNACC Administrator (additional details regarding the radioirventory
database contained in a separate audit indng rmanaoement resporse ), Howewer, SNACC will retain the richt to
tharge fees for all SMACC ID#s assigned within its system,

It is the SHACC Board's intention to draft, distribube, and approve an wpdated P& effective with fiscal year 2015
that wil owverhaul the ourrent fee struchre fo better align with SNACC's long-termn capital replacerment plan
urrertly inthe final stages of devdloprment. The new JPA will incorporate |anguage specific 1o “no fee” digibility,

Management Due Date: The amendrent will be proposed at the Movernber 77, 2012 SMACC Board mtg, The
updated P4 is interded to be drafted, distributed, and approved by the end of calendar year 2013,

Audit Finding: Radicidertification numbers may bereassigned to a new radio if the number is inactive for two
years, Rado identificaion numbers may also be deleted from MSM, W found 34 blark radio identification
numbers with sorme remaining data in M3, I radio identificatiors are not reassigned within the same public
agency, frendng analysis and historical reporting for formdating strategic plans will not be aocwrate,
Reassignment and deletion of radio identificatiors without adequate controls in place may lead o errors and the
ladk of suffident information to sette billing dspubes.

Audit Recommendation: YWe recornmend that the SHACC administrator devel op written polides and procedures
with SHACC Board approwal for reassigrment of radio iderfification nurmbers, We further recomrmend thatrado
identification rurmbers not be deleted untl a record retention pdicy is approved by the SNACC Board, W fr ther
recormnmend that Cooperative Agreement provisions indode a limit as to how long a partidpating enfity may dispuie
a hilled arnount as bistorical infiormation may not be available,

Management Response: The SMACC Administrator will propose an amendment to the current PA that
establishes formal guickines for radio idertification reassionments or deletiors in MSM, Spedfically, radios that
hiave been |ostor stolen may not have their ID#s recsed for 3 period of two vears, However, ifaradiois plwsically
daraged beyond repair, upon the SNACC Administrator’s verification of the evidence, the ID#(s) can be recsed
imrmedatey.

Management Due Date: The amerdrent will be proposed at the MNovernber 7™, 2012 SMACC Board mitg.

AuditFinding: Wwe oormmpared MSM radioidertifications to the Acoessinventory database and found thefollowing
BrPOrS:

+«  Of the 12,659 radios maintaired inMSh, 1,200 are not induded in the Access database, Sormeof these are
attributable to the pradice of excluding Mo Fee consoles from the database,

+ State on 251 radice conflicked as to *Disabled” and "Bnabled” bebween MSM ard the Access database,

«  M0radios werein the Acoess database irventory butnot on MSM, Ofthese, 33radics have a Hark fieldin
the “Comments” odurmn and a blark fidd in the “Date Disabled” column indicating the radio shoud be
erabled inMSM, However, these radios are nat in MSKM and are not adive for radio service, 2l of the 233
radios wereidentified in the Aocess database inventory as weer enabled except for 3. Of these 3, 2 have a
date disabled, Mone of the 290 radios are receiving active radio service as these are nat in the MSM,

« Dates are not always induded and are not oonsistently entered inthe "Date Added”, "Date Disabled”, and
*Date Modfied” oolurnn.

Due 1o the lads of conirds, supporting dooumentation, and errars in the Aocess inventory database, we were
urable to verify billings for nesy radio service during the year, The total amount of prorated billings for the audit
petiod was not sigrificant and armounted to $41,385. The lack of corfrols over prorated billing is corsidered a
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significant weakness in contrals,

Arnong other key contrds ladking, MSM is not period cally reocondled fo the Acces s database, MSM and Aocess data
is not completein either application due 1o the unwrithen polides of deleting radio identification nurnber s in oertain
iretances, This data is alsoincorsistent as some but nat all Mo Fes service radioidenfification numbers arein the
Arcess database,

The mairtenance of compete and consistent information between the two systemns is important to both the
gereration of reverue and cperatiors. Ttis criical that thes e services be provided predsdy as these servioes are
used by public safety crganizations such as emergency, fire, and police. If the daga is not consistent, itbecomes
dfficult to operate servioes and accurately bill subsoibers,

Audit Recommendation: e recommend that the SNACC Administrator implement key controls 1o ereure
oompleteness of radio idertifications and suppor fing information for billing and reporting in MSV and Acoess, as
appr oeriate

Management Response: & radioimentory databaseis currently being developed by the SMACC Administr ator
that will be recondled against MSM radio identifications as part of the devdopment process,  Furthermnore, the
irenitory database will be reconciled against the MSM identifications on an annual basis just prioe to the invertory
distribution to all partidpating agendes that will be performed every May 1st, The radio inventory database will
oontain the folowing (amongst ather ) informa tion:

Soency Division Mame:

Custormer # (as created in S&P utilized for invoice oeation)

Contact Mame (who's responsible for managing the agency's fdivision's radios)
Radio ID #s for each individual radio assigned to that particular agencyfdivision
Serial #s for eadh individual radio assigned fo that parfioular agency /division
Date each radio was “boughtin®

Vendor PO# associated with each radio (going forward)

Date each radio was added to the systemn

2rrual billing rate

Motes (wolld detail reason for no fees, deetions, rarsfers, et

When radice are activated on the SMACC system, the practice has besn 1oinitiate a monthly pro-rated billing based
on the arnual operating rate of $185 begirning with the next month (e radics activated on March 15t woold
incLr an oper ating dharge effedive Aol 1st) A PO is currently required by the pertinent agency/division for ary
radice addedfadivated, The SMACC Administrator will propose an amendrent to the current P8 that formalizes
the current pradtice effecive with the passage of the amendment,

Management Due Date: 2 ourrert radio inventory database has been completed effective Sept, 20th, 2012

Audit Finding: e compared the number of radios on the October 2011 annual billing 1o the radios inMSM and
Bocess, MSM and Access Inventory cortained 2,097 radics that were identified as belonging to public apencies
thataredharged for services, Public agendes were billed for 7,447 radios, The difference of 650 represents rados
thatwere dsputed, Further, no reconciliation was performed subsegquent 1o the arnual billing 1o determine the
appropriate status of the disputed radics.,

AuditRecommendation: e recormmend that SMACC admiristr ation irmplernent key corfros as recormmended
in other findings to assure accur ate arnual billing and reverue that is generated is consistent with SNACC Board
approved polides and procedures, Cooper ative agreement provisiors shiould be amended toindude pr ovisiors for
anrual billing.,
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Management Response: Aradioinventory databaseis currently being devaloped by the SNACC Administr ator
that will be recondled against MSM radio identifications as part of the annual reconciliaion process, Therado
irneertory database will generate a report to be dstributed arnually o each partidpating agency on May 1st for
their recondliationprioe to the next fiscal year's irvoicing, Agencies will be given approxirnately 60 days o submit
ary updates fdisputes in regard to the radio inventory,  The SMACC Administrator will propose an amendrment to
the current IPA that establishies formal guiddines for the inventory recondliation process effective with the fiscal
year 2014 hillings.

Management Due Date: & ourrert radio inventory database has been completed effective Sept, 30th, 2012,
The amendrment will be proposed at the Navernber 7th, 2012 SNACC Board mitg,|

Page 17




	Southern Nevada Area Communications Council Revenue Cycle and Capital Assets
	Director's Letter
	BACKGROUND
	OBJECTIVES, SCOPE, AND METHODOLOGY
	RESULTS IN BRIEF
	DETAILED RESULTS
	Agreement Provisions Need to be Changed
	Agreement Not Amended for Change in Fee Structure
	Communications Equipment Fund Provision

	Capital Asset Balances Understated with Processes Lacking Key Controls
	Revenue Cycle Controls 
	Formal Requests for New Service, Deactivation, Reactivation, Transfers, and Cancellations Do Not Exist
	No Fee Service
	Reassignment or Deletion of Radio Identifications
	Radio Identification Inventory Controls

	Revenue Cycle Process Errors and Inefficiencies 
	Annual Billing Radio Identification Count Discrepancies


	APPENDIX A - Management Response


