Audit Department

500 S Grand Central Pkwy Ste 5006 e PO Box 551120 e Las Vegas NV 89155-1120
(702) 455-3269 e Fax (702) 455-3893

Angela M. Darragh, CPA, CFE, CISA, Director

October 30, 2013

Mr. Don Burnette

Clark County Manager

500 South Grand Central Parkway, 6th Floor
Las Vegas, Nevada 89106

Dear Mr. Burnette:

As part of the services provided for in the administrative contract with Southern Nevada Area
Communications Council (SNACC), we conducted a follow-up of the Revenue Cycle and Capital
Assets audit originally issued on November 20, 2012. SNACC is an autonomous and self-
supporting entity funded by its members and grants. The SNACC Board 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 entered into an agreement with Clark County for administrative support in financial,
budget, accounting, and reporting functions that includes billing and collection of payments,
deposits, investments, and payment of expenditures. Audit services are provided as part of the
administrative agreement. In return for administrative support, Clark County receives an annual
administrative assessment.

The procedures we performed were focused on determining whether appropriate corrective action was
taken on findings included in the original audit report. Our audit procedures included conducting
interviews with SNACC administration and Clark County Finance personnel, obtaining the revised
Cooperative Agreement between SNACC and the entities for which services are provided, and
comparing the prior agreement to the revised agreement for changes. We then reviewed the revised
agreement to determine whether the changes addressed risk areas identified in the original audit
findings, reviewed documentation, and performed analyses of capital assets. Our last day of fieldwork
was July 17, 2013.

As a result of our follow-up audit, we concluded that of the 8 findings noted in the report, 2 findings
regarding agreement provisions will be corrected fully once the agreement is in effect and 6 findings
have not been fully corrected. Operational procedures have not changed and the findings for the
Revenue Cycle Controls and Process Errors and Inefficiencies are not corrected. The Cooperative
Agreement with participating entities has been revised for fee structure changes and to provide for
provisions that will potentially mitigate some of the risk addressed in the original audit report related to
services, radio identification inventories, and billing. However, the revised agreement has not been
signed by all participating entities and is not currently in effect. Previously expensed capital equipment
has been capitalized except for a capital lease amount of $1.2 million for which a liability and asset is not
recorded in financial records affecting the SNACC fund balance. The recording of the capital lease
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is the responsibility of Clark County. The Clark County Comptroller’s Office determined they will
not record the capital lease as discussed in the management response.

The auditor’s role in follow-up engagements is to compile corrective actions taken from effected
Department/Division management, assess whether these responses are adequate or not
adequate to correct reported deficiencies, if any appropriate actions should be taken in
response to reported audit findings. It is also the SNACC Board’s responsibility to assume the
risk of not correcting a reported condition because of cost or other consideration. Clark County
management is responsible for appropriate actions and associated risks for functions related to
contractual administrative support.

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.

A draft letter report was provided to the Chairman of the SNACC Board, but he did not provide a
response. A draft letter report was provided to the Clark County Comptroller and her response is
included. We appreciate the cooperation and assistance provided by the SNACC Administration and the
Budget Office as well as the Comptroller’s Office.

Sincerely,
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Angela M Darragh, CPA
Audit Director



Office of the County Comptroller

500 South Grand Central Parkway 5" Fl - Box 551210 - Las Vegas NV 89155-1210
(702) 455-3895 - Fax (702) 455-5794

Jessica L. Colvin, CPA, Comptroller
October 18, 2013

Ms. Angela Darragh, Director

Clark County Audit Department

500 South Grand Central Parkway. 5" Floor
Las Vegas, Nevada 89155-1120

RE: SNACC Revenue Cycle and Capital Assets audit follow-up
Dear Ms. Darragh:

This is in response to the Audit Department letter dated August 29, 2013 regarding the capital
lease for towers and equipment that had not been recorded in the County’s accounting records.
The initial lease was established in FY 2011-2012 for a total of $3.6 million, with annual
payments of $1.2 million due in December 2011, 2012 and 2013. The Comptroller’s department
has requested the Purchasing department to notify accounting staff of similar installment
contracts and/or lease agreements to ensure appropriate and timely accounting treatment for such
transactions in the future. We have determined the administrative cost and burden to record and
disclose the remaining liability outweighs the benefit to the organization. This determination
was based on the following:

1) Two of the three lease payments have been made as of June 30, 2013 and the third and
final payment will be made in December 2013, at which time the full amount of the
capital assets will be recorded and the liability will be fully paid:

2) The $1.2 million of capital assets and related debt remaining is immaterial compared to
$6.4 billion of net capital assets and $4.1 billion of liabilities in the governmental
activities of Clark County;

3) Management is aware of the contract and the remaining liability:

4) Controls are in place to ensure notification and timely payment of the final installment to
mitigate the chance of a missed or late payment.

Please contact me if you have any questions.
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Jessica L. Colvin, CPA
Clark County Comptroller
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Southern Nevada Area Communications Council (SNACC)
Revenue Cycle and Capital Assets Follow Up

Findings, Recommendations, and Corrective Actions Status

As of October 29, 2013

Original Report Issuance Date: November 20, 2012

AUDIT DEPARTMENT

Angela M. Darragh, CPA, CFE, CISA

Audit Director

Summary Audit Findings & Recommendations

Summary Management Disposition

Summary Status

Ref

Finding

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.

Recommendation(s)

Implement key controls for expenditures
related to equipment that follow
standard accounting practices.

Determine the best method for
capitalized equipment accountability:
system or individual equipment.

Concurrence

<

Corrective Actions Status

The capital lease has not been fully accounted for by $1.2
million dollars in the financial records. The recording of the
capital lease is the responsibility of Clark County. The
Comptroller’s Office determined that they will not record the
capital lease due to the cost and burden to record and
disclose the remaining liability compared to the benefits to
the organization.

Implemented
Not Implemented

Other

1  Capital Asset Balances Understated with Processes Lacking Key Controls
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SNACC Revenue Cycle and Capital Assets Follow Up
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