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CITY of
SPRINGFIELD

=

February 2, 2012

Honorable Mayor and Members of the City Council:

| am pleased to present the attached internal audit report on the Thirty-First Judicial Circuit,
City of Springfield, Missouri Municipal Division (the “Court”). The purpose of the audit was to
evaluate controls and identify opportunities to enhance the revenue collection procedures used
to collect fines and court fees, and to follow-up on the status of findings from the Missouri
State Auditor’s report issued in August of 2007.

A draft for discussion was provided to the Municipal Judge and the City Manager’s Office prior
to the release. The Municipal Court was very responsive to the recommendations.

The accompanying Background and Statistical section of the audit report is presented for
informational purposes. This information was obtained from the Court’s management and was
not subjected to the procedures applied in the audit of the division.

| would like to thank the staff at the Municipal Court for their full cooperation and assistance
provided during this audit.

Respectfully submitted,

K Porde.

Kristy Bork, CPA
Internal Auditor
City of Springfield

Attachment

cc: Greg Burris, City Manager
Fred Marty, Deputy City Manager
Collin Quigley, Assistant City Manager

CITY OF SPRINGFIELD
840 Boonville Avenue, P.O. Box 8368 Springfield, Missouri 65801-8368
Phone: (417) 864-1000 fax: (417) 864-1912
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Authorization

The Internal Audit Department has conducted an audit of the operations of the Thirty-First
Judicial Circuit, City of Springfield, Missouri Municipal Division. The audit was conducted under
the authority of Chapter 2, Section 15 of the Springfield City Charter and in accordance with the
Annual Audit Plan approved by City Council.

Audit Objectives Scope and Rating

This audit was performed in accordance with Generally Accepted Government Auditing
Standards, which included tests of the controls and records, and other audit procedures that
the Auditor considered necessary in the circumstances. The following discussions and
conclusions are based on the existing internal controls as of the date of this report. Opinions
and conclusions could change as a result of changes to existing internal controls or changes in
the applicable laws and regulations. This audit covered the fiscal year ending June 30, 2011.
The results of our audit indicate that the control environment is Green. The rating definitions
are included in APPENDIX A of this report.

Objective Ratings

Audit Objectives

OBJECTIVE #1 - Evaluate the effectiveness over cash collection procedures and
ensure such controls are in place to adequately segregate duties to minimize
the risk of loss due to error or theft

OBIJECTIVE #2 - Ensure the court has adequate policies and procedures
over the recording of revenues and that fines are assessed on applicable
cases in accordance with the violation bureau.

OBJECTIVE #3 - Evaluate the effectiveness over accounts receivables and
issuances of warrants and ensure accounts receivable is properly valued and
warrants issued timely.

OBIJECTIVE #4 - Ensure that recommendations made by the Missouri State
Auditor August 2007 audit report have been implemented where applicable.

Overall Conclusion

As a result of audit inquiries, examinations and tests, the Auditor concluded that current
internal controls over the cash collection/revenue cycle are adequate to prevent and/or detect
a material instance of error or fraud. Audit results include a request for Court staff to further
document current control procedures being performed by Court staff.
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Background

The City of Springfield Municipal division is one of eight municipal divisions within the Thirty-
First Judicial Circuit, which is located in Greene County. The Honorable Thomas E. Mountjoy,
serves as the current Presiding Judge. The municipal division is governed by Chapter 479,
RSMo, and by Supreme Court Rule No. 37. Supreme Court Rule No. 37.49 provides that each
municipal division may establish a violation bureau (VB) in which pleas of guilty and assessment
of fines may be made pursuant to an established fine schedule and transmitted to the city
treasury.

The Court Administrator performs the day-to-day administration of the Court with direction
from the Chief Judge. The operating costs and court salaries of the municipal division are paid
by the City’s General Fund. The Court Administrator oversees 19 assistants who are responsible
for recording transactions, as well as handling collections and disbursements. Fines and court
costs are deposited directly into the City treasury daily. Bond monies are deposited into a
separate municipal division bank account pending disposition. Below shows the Court’s five-
year trends for financial and caseload information. These amounts are reported to the state
monthly.

Receipts Collected Year Ended June 30

$3,411.,160

S3,058,505 $2,987,472
S2.687.591 $2,674,981 I l

2011 2010 2009 20038 2007

Cases Filed Year Ended June 30

55,988
47,584 49,502
41,423
i I
2011 2010 2009 2008 2007
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In June 2006, City Staff uncovered a large fraud scheme in which the court’s Accounting
Services Representative misappropriated over $1.3 million between 1997 through 2006. In
August 2007, the Missouri State Auditor issued a report that provided the Court with additional
recommendations to implement. Since these two instances, the court has implemented a
number of controls and procedures to further segregate duties in the cash collections and
revenue cycle to address issues raised by outside consultants and the Missouri State Auditor’s
report.

Audit Objective Analysis and Opportunity for Improvement

Objective 1: Evaluate the effectiveness of controls over cash collection procedures and ensure
such controls are in place to adequately segregate duties to minimize the risk of loss due to
error or theft

In planning and performing the audit, the Auditor considered the Court’s internal control over
the cash collection/revenue accounting cycle as a basis for designing auditing procedures. The
Court is responsible for collecting fines and court costs and tracking amounts owed, and issuing
warrants in instances of non-appearance for show-cause hearings for non-payment. The Court
should have adequate controls to ensure risks associated with the collection of fines and court
costs, and the recording of transactions and proper financial reporting are properly mitigated.

To test the above-stated objective, the Auditor performed the following tests: interviewing
management and staff, observing collection procedures, tracing and comparing a sample of
recorded transactions from the Court database to the financial statements and supporting
documentation, and testing follow-up procedures on accounts that are past-due.

Based on these tests, the Auditor did not identify any deficiencies of the above-stated objective
that would be considered a material weakness in internal controls over the collection and
recording of court fines and costs. Court staff, with assistance from the City’s Finance
Department, has appropriate controls in place to ensure the cash collection/revenue cycle is
properly segregated.

The following are other items discussed with management as part of this audit. This
recommendation does not represent a weakness in internal control, but an area for

management to provide further documentation of controls being performed.

Opportunities for Improvement (OFI):

a. Currently, the Court Administrator receives system-generated email reports that show
total amounts collected by cash drawer, by type of collection (cash, check, or credit
card). The Court Administrator reconciles this report to the “daily remittance register”
and deposit receipts received from the bank. This review ensures the total amount

-4-
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collected per the Court’s database matches the actual deposit and the deposit make-up
(cash check, credit card).

The Court Administrator did not maintain signed records showing this review was
performed. The Court Administrator should document this review on the “Daily
Remittance Register” prepared by the Accounting Service Representative. The sign-off
provides additional documentation that the remittance register agreed to the amounts
reported in the cash tray email notifications, and the deposit slip receipt received from
the bank.

Objective 2: Ensure the court has adequate policies and procedures over the recording of
revenues and that fines are assessed on applicable cases in accordance with the violation
bureau.

The Court records revenue on a cash basis, in accordance with Government Accounting
Standards. After the Accounting Services Representative prepares the daily deposit, and
reconciles all cash trays the daily activity is transmitted to the general ledger for Finance to
review and reconcile cash.

Supreme Court Rule No. 37.49 provides that each municipal division may establish a violation
bureau (VB) in which pleas of guilty and assessment of fines may be made pursuant to an
established fine schedule and transmitted to the city treasury. To ensure that fines are
assessed in accordance with the VB, the Chief Judge reviews a monthly computer programmed
“exception report”. The exception report notes cases, if any, which are processed through the
violation bureau (VB) which do not meet the VB fine schedule.

To test the above-stated objective, the Auditor performed the following tests: interviewing
management and staff, observing revenue recording procedures, and tracing and comparing a
sample of recorded transactions from the Court database to the financial statements and
supporting journal entry documentation, and reviewed a sample of “exception reports”
reviewed by the Chief Judge. There were no noted issues or concerns with this objective;
controls and procedures in place appear appropriate.

Objective 3: Evaluate the effectiveness over accounts receivables and issuances of warrants
and ensure accounts receivable is properly valued and warrants issued in a timely manner.

If a defendant cannot pay their fine, the Judge can allow the defendant to set up a payment
plan with the Court. Prior to the Missouri State Auditor’s report issued in August 2007, the
Court had not implemented procedures to review past-due accounts daily to ensure that a
warrant for arrest was issued timely. Since the Missouri State Auditor’s report, the Court has
implemented a number of procedures to ensure past-due amounts are worked each day.

-5-
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A nightly report is run from the Court’s database which shows all accounts that have gone into
default. This report is worked by a Probation Collection Officer, who reviews the defendant’s
file and verifies the payment terms to the Judge’s orders. If the account is truly past-due and
the defendant has failed to appear as ordered before the due date to show cause why the fine
has not been paid, the Probation Collection Officer prepares a warrant order and an arrest
warrant for failure to appear at the show-cause hearing that are given to a Judge to sign. To
ensure past-due accounts are worked daily, the Court Administrator reviews this report to
ensure all past-due accounts were issued a warrant.

To test the above-stated objective, the Auditor performed the following tests: interviewing
management and staff, observing procedures, and tracing and comparing a past-due account
from the database to actual court records and warrants issued. There were no noted issues or
concerns with this objective; controls and procedures in place appear appropriate.

Objective 4: Ensure that recommendations made by the Missouri State Auditor’s August 2007
audit report have been monitored or implemented where necessary.

The Court received 22 recommendations from the Missouri State Auditor’s report issued in
August of 2007. The court reviewed these recommendations and implemented a number of
processes and reviews to comply with all recommendations that were applicable to the
functions of the Court’s operations. See update of these findings at APPENDIX B. Appears the
Court has implemented recommendations from the Missouri State Auditor’s report. There
were no noted issues or concerns with this objective; controls and procedures in place appear
appropriate.

Management’s Response to Findings

The following response was provided by Chief Judge, Todd Thornhill

OFI 1.a - The opportunity for improvement under Objective 1 is agreed to and has been
implemented.
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APPENDIX A — AUDIT RATING SYSTEM

Red — An overall unsatisfactory or unacceptable state of control. The Red level of control denotes
significant business risk or exposure to the City that requires immediate attention and
remediation efforts. The overall control environment does not provide reasonable assurance
regarding the safeguarding of assets, reliability of financial records, and compliance with City
policies and/or government laws and regulations.

— A state in which the controls in place need improvement. If these controls are not
improved, this could lead to an overall unsatisfactory or unacceptable state of control.

Green — An overall satisfactory or acceptable state of control, where risk is minimized and
managed. The overall environment provides a high degree of assurance regarding the
safeguarding of assets, reliability of financial records, and compliance with City policies and
government laws and regulations. Control weaknesses noted, if any, are relatively minor.
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