Cover Letter

To: City of Moore Management,

HORNE LLP has completed its initial review of controls and risks for the Community Development Block
Grant Disaster Recovery (CDBG-DR) program and associated funding for the City of Moore. We
performed this initial review on October 1 and 2, 2014. Please find attached our report detailing the
risks and controls identified, along with our recommendations for curative action.

The City of Moore personnel with whom we worked conducted themselves with the utmost
professionalism during our visit. We found them to be extremely engaged in the internal audit process.
They were timely in all of their responses to our requests for information, and they exhibited a clear
dedication to making the CDBG-DR program as beneficial as possible to the City of Moore.

For our next steps, we will engage in quarterly testing of controls and transactions once the City of
Moore has begun CDBG-DR program implementation. At that time we will also perform another review
of risks and controls to determine whether the items identified in our report have been addressed.

If the City’s management has any questions about our report, or would like to discuss further, we are
available at management’s convenience. HORNE thanks you for the opportunity to serve the City of

Moore.

Sincerely,

b Cliland

Ann Cleland
Partner
HORNE LLP

© 2014 HORNE LLP, All Rights Reserved
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L.

EXECUTIVE OVERVIEW
Introduction

We recently completed a review of functions outlined below with a primary objective of
evaluating the process and significant control points for effectiveness, adequacy, and efficiency
of operations for the CDBG-DR processes performed by City of Moore (the "City™). The audit
was conducted in accordance with the terms of our engagement letter and applicable internal
audit guidelines. This report is intended solely for the information and use of management and
the City Counsel, and should not be used for any other purpose. The City’s oversight authorities
may be provided with a copy of this report in connection with fulfilling their respective
responsibilities.

Audit Scope

We completed an audit of several functions of the City’s CDBG-DR functions in accordance
with the terms of our engagement letter. The audit period covered July 1, 2014 through
September 30, 2014. The functions covered in our audit for this period are outlined, as follows:

e Program policies and procedures
e Financial internal controls
e Identification of key risks

Our procedures were performed to:

Gain an understanding of the functions and processes,

Identity the risks and exposures,

Assess the impact of such risks on program effectiveness; and

Evaluate the adequacy of internal controls in place to mitigate the identified risks.

To accomplish this, we performed the following:

e Reviewed the following documents:
o Exhibit 3-18
Action Plan
Oklahoma City Housing Guidelines
2012,2013, 2014 Single Audit
2012, 2013, 2014 Management Letter
City of Moore Purchasing Policy included in March 2013 Certification Checklist
City of Moore Duplication of Benefits Policy included in the March 2013
Certification Checklist
o City of Moore Procedures to Determine Timely Expenditures included in the
March 2013 Certification Checklist
o City of Moore Procedures to Maintain a Comprehensive Website included in the
March 2013 Certification Checklist

o 0 0 0 0 o0
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o City of Moore Procedures to Detect Fraud, Waste, and Abuse of Funds included
in the March 2013 Certification Checklist
City of Moore CDBG-DR Compliance and Monitoring Manual included in the
March 2013 Certification Checklist
March City Council Packet
April City Council Packet
May City Council Packet
June City Council Packet
July City Council Packet
o August City Council Packet
e Interviewed key personnel in each function's area.

0

o 0o o OO0

It should be recognized that controls are designed to provide reasonable, but not absolute,
assurance that errors and irregularities will not occur, and that procedures are performed in
accordance with management's intentions. There are inherent limitations that should be
recognized in considering the potential effectiveness of any system of controls. In the
performance of most control procedures, errors can result from misunderstanding of instructions,
mistakes in judgment, carelessness, or other personal factors. Control procedures can be
circumvented intentionally by management with respect to the execution and recording of
transactions, or with respect to the estimates and judgments required in the processing of data.

Further, the projection of any evaluation of control to future periods is subject to the risk that the
procedures may become inadequate because of changes in conditions, and that the degree of
compliance with procedures may deteriorate.

Overview of Issues

During the course of our work, we discussed our findings with management. Our detailed
findings and recommendations for improving controls and operations are described in the
detailed issue matrix in Section II of this report. A separate listing of general enhancement
opportunities not considered to be findings is described in section 111 of this report.

A summary of key issues is provided below along with the following information.

e Relative Risk is an evaluation of the severity of the concern and the potential impact on
the operations. Items rated as "High" are considered to be of immediate concern and
could cause significant operational issues if not addressed in a timely manner. Items
rated as "Moderate" may also cause operational issues and do not require immediate
attention, but should be addressed as socon as possible. Items rated as "Low" could
escalate into operational issues, but can be addressed through the normal course of
conducting business.

e Resolution Level of Difficulty is an evaluation of the estimated level of difficulty and
potential cost to resolve the concern based on our experience. Items rated as "High" are
considered to be difficult to resolve and/or will require a significant amount of planning
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and management involvement/oversight in order to obtain resolution. Items rated as
"Moderate" are not as difficult to resolve and/or do not require a significant amount of
planning, but may be time-consuming to resolve. Items rated as "Low" are items that are
not complex and/or do not require significant amounts of planning and time to resolve.

Resolution
Relative Level of
Issue Description Page Risk Difficulty
2014-1-1 Written documentation in support of various functions. 5 High Moderate
2014-1-2 Development of forms for monitoring and communication protocols. 6 High Moderate
2014-1-3 Adoption of housing guidelines. 7 High Low
2014-1-4 Guidelines cite programs not outlined in the DR Action Plan 8 High Low

Opportunities for enhancement are described in Section III of this report, were noted in the
following functions:

e Internal controls
e Program design

Conclusion
Audit ratings, as defined below, were assigned based on the identification of the key findings

summarized above, as well as other less significant comments that can be addressed by
management in the normal course of business.

CONDITIONS

Satisfacto No significant issues noted. Controls are considered adequate and
atistactory findings, if any, are not significant to the overall unit.
Needs Some improvement is needed to bring the function to satisfactory status.
If the deficiency continues without attention, it could lead to further
Improvement . .
deterioration and an unsatisfactory status.
. Significant deficiencies exist which could lead to financial loss or
Unsatisfactory .
embarrassment to the City.

The following is a summary of the assigned rating for each function:
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FUNCTIONS : RATINGS

Internal Controls

Needs Improvement

Program Design

Needs Improvement

© 2014 HORNE LLP, All Rights Reserved
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