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January 30, 2025

TO THE BOARD OF THE
CIRCUIT ENGINEERING DISTRICT #8

We present the audit report of the Circuit Engineering District #8 for the period of July 1, 2022 through
June 30, 2023. The goal of the State Auditor and Inspector is to promote accountability and fiscal integrity
in state and local government. Maintaining our independence as we provide this service to the taxpayers
of Oklahoma is of utmost importance.

We wish to take this opportunity to express our appreciation for the assistance and cooperation extended to
our office during our engagement.

This report is a public document pursuant to the Oklahoma Open Records Act (51 O.S. § 24A.1 et seq.) and
shall be open to any person for inspection and copying.

Sincerely,

A Hhdyy

LISA HODGES, CFE, CGFM
DEPUTY STATE AUDITOR & INSPECTOR
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CIRCUIT ENGINEERING DISTRICT #8
DISTRICT INFORMATION AND OFFICIALS
FOR THE PERIOD OF JULY 1, 2022 THROUGH JUNE 30, 2023

Pursuant to 69 O.S. § 687.1, counties may “create a circuit engineering district
with any other county or counties” to allow county governments to “make the
most efficient use of their powers [...] that will accord best with geographic,
economic, population and other factors influencing the needs and
development of county government.” The District is considered a political
subdivision of the state.

BACKGROUND

The circuit engineering district provides project-focused assistance for its
member counties, a shared engineer between counties in an advisory capacity,
engineering expertise that counties could not afford alone, help for small,
rural counties, and help with a county five-year construction work plan.

Each participating county in the District has an appointed county
commissioner or county representative to serve as members from the
District’s respective county seats. Each District then elects officers from the
members as follows: President, Vice-President, and Secretary/Treasurer.

Max Hess President, Grant County

Marc Bolz Vice-President, Garfield County
Jason Keinholz Secretary/Treasurer, Noble County
Nate Ross Alfalfa County

Roy Fleming Beaver County

Billy Mizer Cimarron County

Chad Petree Ellis County

Gary Nielsen Harper County

Jason Shanks Kay County

Ray Shimanek Kingfisher County

Travis Darr Major County

Ted Keeling Texas County

John Smiley Woods County

Troy White Woodward County

ii



CIRCUIT ENGINEERING DISTRICT #8
DISTRICT AREA

FOR THE PERIOD OF JULY 1, 2022 THROUGH JUNE 30, 2023
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Circuit Engineering District #8 (the District) is comprised of a fourteen-county region in the northwestern
part of the state including: Alfalfa, Beaver, Cimarron, Ellis, Garfield, Grant, Harper, Kay, Kingfisher,
Major, Noble, Texas, Woods, and Woodward counties'.

'Map https://oklahoma.gov/content/dam/ok/en/odot/documents/cirb/pdfs/cirb-engr-dist.pdf

11


https://oklahoma.gov/content/dam/ok/en/odot/documents/cirb/pdfs/cirb-engr-dist.pdf

CIRCUIT ENGINEERING DISTRICT #8
PROJECT HIGHLIGHTS
FOR THE PERIOD OF JULY 1, 2022 THROUGH JUNE 30, 2023

NBI# 33083

CN# 341

Garfield County
Skeleton Creek

Side Shot Looking West

2024/04/19

e - = W

FY 2023 Accomplishments:

e 7 ODOT lettings District wide, including 6 bridge replacements and 3 miles of roadway.
Approximate project construction costs: $12,801,943 ($8,577,964 CIRB & $4,223,979 Federal
STP Funds).

e Harper County JP 28664(04) bids were rejected twice, Cimarron County JP 24826(04) bids were
rejected twice and Woodward County JP 28460(04) bids were rejected as well. These were awarded
the next fiscal year for a total project construction cost of $14,314,720.

Provided Services:
e Provides a Plan to Replace Structurally Deficient Truss Bridges (Funded $1,942,364)

e Material Request Program for Bridges/Roads
(Funded $840,000 in FY 2023, $5,448,921 Total)

r

o FHWA's Safety Bridge Inspections nasun
e Project Management Ea%;-:n:

e Design on County Roads and Bridges

e Construction Management/Inspection on County
Projects

e Material Lab Testing

e Coordinated Used Beam Program

e R/W & Utility Coordination

e Develop Counties' 5 Year Construction Plan

2024£04/48

e Implemented a Crackseal Program for Preventive
Maintenance on County Roads

e Sign Shop Producing Traffic and 911 Signs

e Conference/Training Facility for County use and Assisting in Road Scholar Classes

Source: Information provided by Circuit Engineering District #8 (presented for informational purposes).
v
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CIRCUIT ENGINEERING DISTRICT #8

PURPOSE, SCOPE, GENERAL METHODOLOGY

AND INTERNAL CONTROL CONSIDERATIONS

FOR THE PERIOD OF JULY 1, 2022 THROUGH JUNE 30, 2023

This audit was conducted in response to 69 O.S. § 687.1, which requires the
State Auditor and Inspector’s Office to audit the books and accounts of the
circuit engineering district.

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
objective. We believe that the evidence obtained provides a reasonable basis
for our findings and conclusions based on our audit objective.

In planning and conducting our audit, we focused on the major financial
related areas of operations based on assessment of materiality and risk for
the period July 1, 2022 through June 30, 2023.

Our audit procedures included inquiries of appropriate personnel,
inspections of documents and records, and observations of the District’s
operations. We utilized sampling of transactions to achieve our objective.
To ensure the samples were representative of the population and provided
sufficient, appropriate evidence, the random sample methodology was used.
We identified specific attributes for testing each of the samples. Further
details regarding our methodology are included under the objective.

Because of the inherent limitations of an audit, combined with the inherent
limitations of internal control, errors or fraud may occur and not be detected.
Also, projections of any evaluation of internal control to future periods are
subject to the risk that conditions may change or compliance with policies
and procedures may deteriorate.

Internal Control Considerations

The Government Accountability Office (GAO) emphasizes the importance
of internal controls at all levels of government entities. Their Standards for
Internal ControF outline the five overarching components of internal
control: the control environment, risk assessment, information and
communication, monitoring, and detailed control activities. Each of these
components includes a subset of principles that are expected to be operating
at government entities.

The Standards for Internal Control’ underscore that an internal control
system is effective only when the five components of internal control are
effectively designed, implemented, and operating together in an integrated
manner. As required by Government Auditing Standards’, we have

1



CIRCUIT ENGINEERING DISTRICT #8

PURPOSE, SCOPE, GENERAL METHODOLOGY

AND INTERNAL CONTROL CONSIDERATIONS

FOR THE PERIOD OF JULY 1, 2022 THROUGH JUNE 30, 2023

identified the aspects of internal control components and underlying principles significant to the audit
objective in this engagement.

Any internal control deficiencies are documented in the findings included under the objective in this report.
Because our audit was limited to the internal control components and underlying principles deemed
significant to our audit objective, it may not have disclosed all internal control deficiencies that may have
existed at the time of the audit.

2 Standards for Internal Control in the Federal Government, or the “Green Book,” sets standards and the overall framework
for an effective internal control system in federal agencies and is treated as best practices for other levels of government.
Last update 2014, accessible online at https:/ /www.gao.gov/products/ GAO-14-704G

3 Government Auditing Standards, or the “Yellow Book,” also promulgated by the GAO, guides our performance and
operational audits. Last version 2018, accessible online at https://www.gao.gov/products/ GAO-18-568G.
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CIRCUIT ENGINEERING DISTRICT #8
OBJECTIVE AND RESULTS OF OPERATIONAL AUDIT
FOR THE PERIOD OF JULY 1, 2022 THROUGH JUNE 30, 2023

Objective: To determine District's Revolving Fund Final Expenditure Report for fiscal year 2023
accurately presented the use of funds and is supported by the District records for
the period.

Conclusion: With respect to the items reconciled and reviewed; the District’s Revolving Fund Final
Expenditure Report for fiscal year 2023 did not accurately present the use of funds and is not supported by
the District’s records. Additionally, we noted some deficiencies in internal controls regarding the CED
Revolving Fund Process

Objective Methodology: To accomplish the objective, we performed the following:

e Documented our understanding of the District’s Revolving Fund process through discussions with
management and review of documentation. Evaluated the process and identified significant internal
controls related to our objective.

e Compared those processes to governmental internal control standards outlined in the GAO
Standards for Internal Control.

e Reviewed the submitted reports to determine conformance with Oklahoma Cooperative Circuit
Engineering Districts Board (OCCEDB) CED Revolving Fund Policy.

FINDINGS AND RECOMMENDATIONS

Finding 2023-001 — Internal Controls and Noncompliance Over the District’s Revolving Fund
Reports

Condition: There were no formal policies regarding the District’s Revolving Fund report process. Internal
control and noncompliance deficiencies in the process related to the District’s Revolving Fund Budget and
Final Expenditure Reports included the following:
o The reports included District expenditures reimbursed by other revenue sources.
o The reports do not discreetly or accurately present Revolving Fund expenditures for the year.
e Due to Revolving Fund expenditures not being discreetly or accurately presented, we were unable
to determine all Revolving Fund monies were expended.

Cause of Condition: Policies and procedures have not been designed and implemented to ensure the
District’s Revolving Fund Budget and Final Expenditure Reports are prepared in accordance with the
OCCEDB CED Revolving Fund established policies.

Effect of Condition: These conditions resulted in noncompliance with the OCCEDB policies and misstated
financial reports. Additionally, these conditions could result in unrecorded transactions, undetected errors,
or misappropriation of funds.



CIRCUIT ENGINEERING DISTRICT #8
OBJECTIVE AND RESULTS OF OPERATIONAL AUDIT
FOR THE PERIOD OF JULY 1, 2022 THROUGH JUNE 30, 2023

Recommendation: The Oklahoma State Auditor and Inspector’s Office (OSAI) recommends that
the District implement documented policies and a system of internal controls to provide reasonable
assurance expenditures are accurately presented on the District’s Budget and Final Expenditure Reports.
Additionally, OSAI recommends the District discreetly presents actual anticipated revolving fund
expenditures on the budget and actual revolving fund expenditures on the Final Expenditure Report.
Documentation should be maintained for all expenditures.

Management Response:
CED Board Chairman: Policies will be implemented regarding the District’s Revolving Fund reporting
process.

Criteria: The United States Government Accountability Office’s Standards for Internal Control in the
Federal Government (2014 version)? aided in guiding our assessments and conclusion.

GAO Standards — Principle 2 — Exercise Oversight Responsibility - 2.10 states:

Oversight for the Internal Control System

These responsibilities are supported by the organizational structure that management
establishes. The oversight body oversees management’s design, implementation, and
operation of the entity’s organizational structure so that the processes necessary to enable
the oversight body to fulfill its responsibilities exist and are operating effectively.

GAO Standards — Principle 10 — Design Control Activities - 10.03 states in part:

Design of Appropriate Types of Control Activities

Management designs appropriate types of control activities for the entity’s internal control
system. Control activities help management fulfill responsibilities and address
identified risk responses in the internal control system.

Appropriate documentation of transactions and internal control

Management clearly documents internal control and all transactions and other
significant events in a manner that allows the documentation to be readily available for
examination. The documentation may appear in management directives,
administrative policies, or operating manuals, in either paper or electronic form.
Documentation and records are properly managed and maintained.

Additionally, GAO Standards — Principle 12 — Implement Control Activities - 12.03 states:

Documentation of Responsibilities through Policies

Management documents in policies the internal control responsibilities of the organization.
Management documents in policies for each unit its responsibility for an operational
process’s objectives and related risks, and control activity design, implementation, and
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CIRCUIT ENGINEERING DISTRICT #8
OBJECTIVE AND RESULTS OF OPERATIONAL AUDIT
FOR THE PERIOD OF JULY 1, 2022 THROUGH JUNE 30, 2023

operating effectiveness. Each unit, with guidance from management, determines the
policies necessary to operate the process based on the objectives and related risks for the
operational process. Each unit also documents policies in the appropriate level of detail to
allow management to effectively monitor the control activity Management communicates
to personnel the policies and procedures so that personnel can implement the control
activities for their assigned responsibilities.

Title 69 O.S. § 687.1(G)(3-4) states “Administer the Statewide Circuit Engineering District
Revolving Fund, created pursuant to Section 687.2 of this title; and have authority to
promulgate rules to carry out the provisions of 687.1 et seq. of this title.

CED Revolving Fund policies effective June 20, 2020 states in part “Each CED’s budget will
reflect the utilization of said funds with any remainder being banked/invested on their
behalf by OCCEDB. This banked amount has no maximum dollar amount and may rollover
to the next fiscal year...1. Each Circuit Engineering District will be required to submit an
annual budget showing the areas and amounts of expected expenditures. 2. Each Circuit
Engineering District will be required to submit a final expenditure report by August 315 to
OCCEDB office.”
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