

















A control deficiency in an entity's internal control over compliance exists when the design or operation
of a control does not allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect noncompliance with a type of compliance requirement of a
federal program on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to administer a federal program such that
there is more than a remote likelihood that noncompliance with a type of compliance requirement of a
federal program that is more than inconsequential will not be prevented or detected by the entity's
internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that material noncompliance with a type of compliance requirement
of a federal program will not be prevented or detected by any entity's internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of management, others within the
organization, the City Council, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than those specified parties.

ISLER CPA

Paul Nielson, CPA, a member of the firm
Eugene, Oregon
December 9, 2009
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CITY OF MEDFORD, OREGON
Schedule of Findings and Questioned Costs
Year Ended June 30, 2009

Section | — Summary of Auditor’'s Results

Financial Statements:

Type of auditor’s report issued: Unqualified

Internal control over financial reporting:

. Material weakness(es) identified? No
. Significant deficiency(ies) identified that are not considered to be material weaknesses? No
Noncompliance material to financial statements noted? No

Federal Awards:
Internal control over major programs:

. Material weakness(es) identified? No
o Significant deficiency(ies) identified that are not considered to be material weaknesses? No
Type of auditor’s report issued on compliance for major programs: Unqualified

Any audit findings disclosed that are required to be reported in accordance with section 510(a)
of Circular A-133? No

Identification of Major Programs:

CEDA Numbers Name of Federal Program or Cluster
14.246 Department of Housing and Urban Development — Community Development Block
Grants (CDBG)

14.251 Department of Housing and Urban Development — Economic Development
Initiative, Special Project

66.606 Environmental Protection Agency — Water for Irrigation Streams and Economy
(WISE) study

Dollar threshold used to distinguish between type A and type B programs: $300,000

Auditee qualified as low-risk auditee? Yes

Section |l — Financial Statement Findings

None

Section |l — Federal Award Findings and Questioned Costs

None
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CITY OF MEDFORD, OREGON
Schedule of Findings and Questioned Costs, Continued
Year Ended June 30, 2009

Section IV — Summary Schedule of Prior Audit Findings

There were no questioned costs for the year ended June 30, 2008. There were two financial statement
significant deficiencies findings identified for the audit of the financial statements for the year ended June 30,
2008 as follows:

2008-A

Criteria. Liabilities and revenues should be properly recorded in the appropriate period. Internal controls
should exist to distinguish between deposit liabilities and revenues and to ensure recording in the proper
period.

Statement of condition. The City’s engineering department is responsible for the management of various
deposits and other project related liabilities. During the year management found deposit liabilities were
sometimes being recorded as revenues. As a result of our audit procedures, we noted that management
corrected current year errors to properly record deposits as a liability. In addition, as a part of our audit
procedures, with assistance from management, it was determined that adequate controls did not exist to
monitor and refund deposits, which could result in deposits not being returned timely and remaining recorded
on the City’s books.

Effect. During the year deposits were incorrectly recorded as revenues resulting in an overstatement of
revenue and understatement of liabilities. This was corrected in the audited financial statements.

Management’s Corrective Action Taken:

Management has developed controls to better monitor and track deposits. We are now accumulating the
deposit documentation in one central file rather than in multiple project files. We have established a tracking
mechanism which ensures deposits are returned when the requirements have been fulfilled. In addition, we
have standardized the process for determining the amount of the deposit.

2008-B

Criteria.  Internal control procedures should be sufficient to provide reasonable assurance that calculation
errors are detected on a timely basis.

Condition. As a result of our audit procedures, we found the calculations used to determine various system
development charges (“SDC") were incorrect in three out of the twenty-four applications tested. As part of the
test we noted the errors were due to human input error and misuse of codes.

Effect. SDC revenue amounts were misstated.
Management’s Corrective Action Taken:

Calculating SDC credits and fees is a manual process. Management has developed a Standard Operating
Procedure (SOP)to document the process of calculating SDC fees and credits. All computations are
prepared according the SOP and then reviewed by the department supervisor.
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CITY OF MEDFORD, OREGON
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2009

Federal
Federal Grantor/Pass-Through CFDA Federal
Grantor/Program Title Number Expenditures
USDA FOREST SERVICE
Direct programs:
State grant Historic Preservation 15.904 $ 2,750
U.S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT:
Direct programs:
Community Development Block Grant:
B06-MC-410005 14.218 754,493
Housing Authority 14.218 71,706
B06-SP-OR-8033 - EDI 14.246 188,000
B06-SP-OR-0542 - EDI 14.251 352,800
TOTAL U.S. DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT 1,366,999
DEPARTMENT OF JUSTICE:
Direct Program
National forfeiture - Equitable Sharing 16.000 7,072
Edward Byrne Memorial State & Local Law Enforcement Assistance 16.580 17,610
Pass through the OR Dept of State Police
Stop Violence Against Women Formula Grant Program 16.588 1,104
MADGE Jag/Byrne Grant (Gang Enforcement) 16.738 78,413
TOTAL U.S. DEPARTMENT OF JUSTICE 104,199
U.S. DEPARTMENT OF ENVIRONMENTAL PROTECTION AGENCY
Direct program:
EPA - Water for Irrigation Streams & Economy (WISE) Scoping/Feasibility Study 66.606 349,933
TOTAL U.S. DEPARTMENT OF ENVIRONMENTAL PROTECTION AGENCY 349,933
Department of Homeland Security
Passed through the OEM (Oregon Emergency Management)
Infrastructure Contract 1632-DR-OR 97.036 3,039
TOTAL DEPARTMENT OF HOMELAND SECURITY 3,039
FHWA Highway Safety Funds
Passed Through to OR Chiefs of Police & ODOT
Traffic Safety K9-08-54-02 Electronic Field Data 20.610 39,525
Traffic Safety Project ODOT Electronic Field Data 20.610 66,676
Traffic Safety Project SC-08-35-13 444 20.610 5,990
FHWA ODOT RV Safe Communities Pro (SA-08-25-23) 20.601 10,378
TOTAL FHWA HIGHWAY SAFETY FUNDS 122,569
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 1,949,489

NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

NOTE A - SIGNIFICANT ACCOUNTING POLICIES
The Schedule of Expenditures of Federal Awards is prepared on the modified accrual basis of accounting.
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