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Agenda
1. Overview
2. Special District Dissolution
3. County Cost Audits
4. Building Codes
5. Schedule of Accountability – Elected Officials

Presenter Notes
Presentation Notes
This session will provide a brief overview of Municipal Audit Law, review recent changes to statute and administrative rules, and clarify the responsibilities of county officials relative to this chapter of law. Specifically, we’ll cover basic audit and financial reporting requirements, special district dissolutions, county cost audits, and reporting requirements for elected officials. 
 
 
 




Municipal 
Audit Program

In the interest of transparency and accountability, and 

to better serve the public interest, the Municipal Audit 

Program seeks to assist government officials and staff, 

citizens, and licensed municipal auditors with 

understanding and complying with the law, and make 

the financial information filed available to the public.



Who is subject to Municipal Audit Law
ORS 297.405

• City

• County

• Special District

• School District or Education Service District

• Corporation…upon which is conferred powers of the state for the purpose of local government; or a 
public corporation including a cooperative body formed between municipal corporations (ORS 190). 

• Urban Flood Safety and Water Quality District (ORS 550)



What is required? Annual Audits

ORS 297.425 requires annual 
financial statement audits
Audits must be performed in 
accordance with AICPA Standards 
and the Oregon Minimum Standards 
found in Oregon Administrative 
Rules Chapter 162-010

Exemption from audit may apply if the 
entity:
• is not a county or school district;
• files on time;
• has sufficient bonding; AND
• does not exceed the spending limit.
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When is a filing complete?

Audit Agreed-Upon 
Procedures

Report in Lieu of 
Audit• Annual Financial Report

• Minimum Standards Report

• Summary of Revenues and Expenditures

• Filing Fee

If applicable: 

• Deficiency Communication

• Plan of Action

• Annual Financial Report

• Management Representations of compliance

• AUP report

• Summary of Revenues and Expenditures

• Filing Fee

• Annual Financial Report (form)

• Filing Fee

Presenter Notes
Presentation Notes
Clarification of SRE – and the Plan of action
POA MUST
Address all findings (material weaknesses, significant deficiencies)
Include a timeframe for action (or note inaction)
Be adopted by the governing body (through motion or resolution)
Be submitted to SOS within 30 days of filing the report. 



SOS filing process

• All reports are available online

• Twice yearly we update a listing of delinquent filers

• All reports in lieu of audit are reviewed to provide feedback 
on errors or non-compliance. 

• We select a sample of audit reports to provide feedback:
• Reporting requirements
• Audit Standards
• Municipal Audit Law compliance

• We review Plans of Action and communicate with entities 
who have not filed their plan or their submitted plan is 
incomplete.

• Budget law non-compliance is communicated to the 
Department of Revenue.

• We prepare a summary report on audits filed and provide it 
to the legislature.

7

https://secure.sos.state.or.us/muni/public.do
https://sos.oregon.gov/audits/Documents/delinquent-filers.pdf


Pressing Issues
1. Fewer governmental audit firms and staffing capacity
2. Inflation and higher audit costs
3. More compliance requirements (federal grants, legal requirements)
4. Auditing and Accounting standards (GASB, AICPA, Uniform Guidance)
5. Continuing need for accountability of local governments

Presenter Notes
Presentation Notes
Of note 5 counties report on modified GAAP. 
2 counties report on the cash basis. (it was 4 and 3 in 2023)



Statute changes
effective January 2024

1. Increased filing fees
2. Eliminated ineffective withholdings 

provision (cities and counties)
3. Terminology updates and general 

clean-up
4. Increased reporting thresholds for 

audit exemption
5. Replaced review reports with 

Agreed Upon Procedures (AUP)



Increased Thresholds 
New Agreed-Upon Procedures

Presenter Notes
Presentation Notes
 
 
 
Consider a different way to present as opposed to a chart. Perhaps animation?? Have all the threshold listed for years ending 12/31/2023 as bullet points and then updated amounts swoops in. Laura may have ideas.??????????????????????????????????????????????????
 




Special Districts 
Dissolution

Oregon Revised Statute Chapter 198.335 -.365



Delinquent Filers
Delinquent Filers 2025-06

Delinquent filers are published twice 
yearly (June and December) and 
includes all entities with one or more 
reports missing within the most recent 
three filing years. 

Presenter Notes
Presentation Notes
Bold text emphasize a special district that has not filed for three years and may be subject to dissolution proceedings. 

https://sos.oregon.gov/audits/Documents/delinquent-filers.pdf
https://sos.oregon.gov/audits/Documents/delinquent-filers.pdf
https://sos.oregon.gov/audits/Documents/delinquent-filers.pdf


ORS 198.345 – Effect of failure to file

If a special district fails to file 
reports for three consecutive 
years, the Secretary of State 
shall notify the county board.

Within 30 days after receiving 
the notice, the county board 
shall initiate proceedings to 
dissolve the special district.

Presenter Notes
Presentation Notes
There are several specific steps with timeframes and notice requirements. We’ll go through them, but they are taken straight from statute and statute (as referenced on each slide) should be used to create your process if your county needs to do this at some point. 



ORS 198.350  Financial Statement

Within 60 days after receiving 
the notice, the county board 
shall prepare a financial 
statement for the district and 
file it with the clerk.

The financial statement shall include:
• District formation date
• Officers: date of last election, governing board member 

names
• All debt, including general description and name of 

debt holder.
• List of assets, including real property
• Uncollected charges, taxes and assessments; by 

tract/lot
• Description of all assets and personal property;
• The estimated cost of dissolution

Presenter Notes
Presentation Notes
Is SOS notified whether the county does this?
	It certainly is helpful. WE will want to know, at the least, a final outcome: continued operations and a special district, or dissolution (or merger)
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ORS 198.355 Hearing on dissolution; notice
(May have different option depending on participation in a boundary commission)

Give weekly notice of the hearing, for not less 
than three weeks, in a newspaper of general 
circulation within the district.

Within 21 to 30 days of filing of the financial 
statement, the county shall enter an order calling a 
hearing on the question of dissolving the district.

Presenter Notes
Presentation Notes
Local gov boundary commission (ORS 199)



ORS 198.360 Continuation or termination

Result Options for Dissolution Proceedings:
• If the district is active and there is a need for the service, the county may 

continue the hearing until all required reports are filed. 
• The county may enter an order terminating further proceedings (district 

continues)
• The district may be annexed into a county service district (district terminates, 

operations continue)
• The district and operations may be terminated. 



ORS 198.365  County as trustee
For any unnecessary and inactive district, the county board shall be trustees of 
the district for paying debts and disposing of property. 
Any remaining assets shall be credited to the county general fund available for 
general purposes. (prorated if district was in more than one county)
If debts exceed assets, the county may levy taxes for the liquidation of debts.



Summary 
1. Notice from Secretary of State (or Department of Revenue)
2. 30 days from notice: begin proceedings
3. 60 days from notice: prepare financial statement
4. 21-30 days of financial statement; prepare order of hearing on 

dissolution
Minimum 3 weekly notices of the hearing

5. District complies, is dissolved, or is annexed to a county service district
6. If dissolved, county acts as trustee for final admin

Presenter Notes
Presentation Notes
Possible timeline slide?



County Cost Audits 



Cost Audits – 
county road work
ORS 297.525

The annual audit required to be made 
of the accounts and fiscal affairs of a 
county shall include a cost audit, in 
accordance with rules of the Secretary 
of State, of the cost account for county 
road work.

Presenter Notes
Presentation Notes
Clarification in 2023 session to update the Statutes, and then refer to administrative rules for the objectives and intent




Administrative Rules | Other comments and disclosures
OAR 162-010-0316

A cost audit may be performed at a county, 
specific to any road fund, if 

(1) the county performs their own road work,

(2) the road fund is reported as a major fund, 
and 

(3) the county and accountant engagement 
terms include a cost audit in the scope of 
work.

The objectives are to verify the cost of 
performance and administration of county road 
work performed by the county, establish the 
accuracy of costing data and expense records, 
and determine whether the county adhered to 
approved budgets and planning. 

Contracted road work is not subject to cost 
auditing.

Presenter Notes
Presentation Notes
The auditor should perform cost audit procedures in accordance with professional standards, be responsive to the auditor’s risk assessment procedures, and consider the intent of material compliance as imbedded within these Minimum Standards for audits.

This came up a few years back: 
A company was contesting the work of a county and whether they should have contracted it out (was not done at least cost, internally) and was not clear the cost audit was performed. They wanted to revise statute and minimum standards. We worked through it, but this is a caution for all. DOCUMENT and use your cost accounting well if you are a county that plans to do your own road work. 

A cost audit is no longer REQUIRED. But is an option the county can request of their firm. 



Building Code Officials

Presenter Notes
Presentation Notes

WHO HERE contracts out for your building code official?




Building Official Audit – Fact Sheet
ORS 455.202(6)    OAR 918-020-0090

IF: A city or county uses a contracted building official 
THEN: 

(1) A periodic and independent audit is required of the funds and compliance 
of that program. 
(2) The audit report is to be made available, including an internet posting.

Presenter Notes
Presentation Notes
Senate Bill 866 was passed during the 2021 legislative session and requires any city or county using a contracted building official to undergo an audit and ensure the results of that audit are made available. OAR 918-020-0090

https://sos.oregon.gov/audits/Documents/building-official-fact-sheet.pdf


Requirements
The audit or examination may coincide with the annual municipal 
audit law requirements for a financial statement audit.
The audit or examination must: 

1. Examine all collections and usage of permit fees
2. Examine all expenditures that have occurred from the proceeds of the 

fees
3. Verify the municipality dedicates all fees collected for plan review, permit 

issuance or administering and enforcing specialty codes

Presenter Notes
Presentation Notes
ORS 455.202(6)(b) At a minimum, an audit under this subsection must examine all collections and usage of permit fees and all expenditures of moneys that have occurred from the proceeds of the fees since the last audit or since a municipality began procuring services from the contract building official, whichever period is shorter, and must verify that the municipality dedicates all fees the municipality collects for plan review, permit issuance or administering and enforcing specialty codes only to the purposes specified in ORS 455.210 and 479.845.

DCBS didn’t intend to dictate the type of engagement. 






Schedule of Accountability 
Elected Officials

OAR 162-010-0140

https://secure.sos.state.or.us/oard/viewSingleRule.action?ruleVrsnRsn=23449
https://secure.sos.state.or.us/oard/viewSingleRule.action?ruleVrsnRsn=23449
https://secure.sos.state.or.us/oard/viewSingleRule.action?ruleVrsnRsn=23449
https://secure.sos.state.or.us/oard/viewSingleRule.action?ruleVrsnRsn=23449
https://secure.sos.state.or.us/oard/viewSingleRule.action?ruleVrsnRsn=23449


OAR 162-010-0140

A schedule of accountability must be 
prepared for each independently elected 
official collecting or receiving money on 
behalf of the municipal corporation. 
This schedule is to present, at a minimum, 
beginning balances, receipts, disbursements, 
refunds, and turnovers to the appropriate 
governmental official, reconciled to cash on 
hand at the beginning and end of the audit 
period.

Presenter Notes
Presentation Notes
162-010-0140�Schedule of Accountability for Independently Elected Officials
A schedule of accountability must be prepared for each independently elected official collecting or receiving money on behalf of the municipal corporation. This schedule is to present, at a minimum, beginning balances, receipts, disbursements, refunds, and turnovers to the appropriate governmental official, reconciled to cash on hand at the beginning and end of the audit period.


WHO IS AN OFFICIAL?    (next slide)

https://secure.sos.state.or.us/oard/viewSingleRule.action?ruleVrsnRsn=23449
https://secure.sos.state.or.us/oard/viewSingleRule.action?ruleVrsnRsn=23449
https://secure.sos.state.or.us/oard/viewSingleRule.action?ruleVrsnRsn=23449
https://secure.sos.state.or.us/oard/viewSingleRule.action?ruleVrsnRsn=23449
https://secure.sos.state.or.us/oard/viewSingleRule.action?ruleVrsnRsn=23449


Who is an official?

• Assessor

• County Clerk

• Justice of the Peace

• Sheriff

• District Attorney

• Treasurer

• Commissioner

If there are no elected officials receiving or handling cash, note that fact and no schedules would be required. 

Presenter Notes
Presentation Notes

The understanding is this is required when the elected is involved in cash handling…such as a sheriff receiving payment for tickets and fines, or an elected treasurer 

This would include a special district elected board member who serves as treasurer – if the district is being audited, and if the elected is involved in collecting/receiving fees or taxes. This requirement is only for audited entities; so would apply to all counties. 






Resources
• SOS Municipal Audits Website: 

https://sos.oregon.gov/audits/Pages/muniaudits.aspx
• Municipal Official Resources and links: Ethics, Local Budget Law, 

Procurement, Public Meetings Law, etc. 
• Call the Muni team: (503) 986-2255

https://sos.oregon.gov/audits/Pages/muniaudits.aspx
https://sos.oregon.gov/audits/Pages/muni-officials-responsibility.aspx


Questions?
Amy John, CPA
Municipal Audit Manager
(971) 283 – 0031 | amy.john@sos.oregon.gov

mailto:amy.john@sos.oregon.gov
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