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Summary

« Turnover procedures initiated prior to the retirement
of the former agency head

+ Conclusions on Objectives (refer to Slide 13)
» Exception Oriented
* 1 reportable Issue; 3 Other Observations

« Management Action Plans have been developed to
address all risks identified
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Contents

* Introduction and Background

» Scope of Procedures

» Internal Controls and Methodology

» Conclusions on Objectives

* Issues and Management Action Plans
» Closing and Report Distribution
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Introduction

* Auditor lll, Sharon Cherry, performed turnover
procedures

» Used professional auditing standards as a
general guideline

» Tested for selective compliance

 All exceptions given to Agency

» Reported significant test exceptions only
* Work for same Government we audit
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Background
Department’s mission statement:

To coordinate the County’s revitalization
programs and services intended to
promote healthy, vibrant, and attractive
residential, commercial, and industrial
communities.
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Background

1. Community Development
a. Administers the County’s federal block grant programs
b. Helps businesses through the Enterprise Zone Program
c. Initiates special revitalization projects
d. Acts as a resource for housing and community development issues

2. Community Maintenance

a. Enforces zoning ordinances and other related code sections such
as tall grass and weeds, trash and debris, and inoperable motor
vehicles

b. Administers the Operation Paintbrush Program for homeowners in
need of assistance in maintaining their homes

c. Provides information to citizens, neighborhood groups and
homeowner associations wanting to improve their communities

d. Coordinates the Community Clean-up Program in conjunction with
Public Utilities
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s Scope of Procedures

General Fund
Budget vs. Actual Expenditures
(FY19 through April 2019)

Personnel $1,437,937 $1,218,610
Operating $295,477 $224.241
Capital Outlay $5,903 $384

Total $1,739,317 $1,443,235

Total Capital Assets at 3/31/19 - $29,042
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Scope of Procedures

General Operating Fund Expenditures
FY19 through April 2019

$224,241 $384

-

u Personnel
H Operating
. Capital
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Scope of Procedures

Includes:
» FY19 (through April 2019) Community Revitalization expenditure
transactions in the General Operating Fund

» Limited scope walk-throughs of:
* Revenue processes (grass & weed cutting/debris removal fees)
» Federal grant funding processes

Excludes:
» Detailed testing of revenue activity as the billing and collection
efforts take place in Finance

» Transactional testing of grant funding for CDBG, HOME and ESG
projects as the significant dollars justify a separate, focused audit

» Other Community Revitalization processes and systems that are
not a part of the expenditure transaction cycle

4
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Internal Controls
Objectives

Reliability and integrity of information

Compliance with policies, procedures, laws and
regulations

Safeguarding of assets
Effectiveness and efficiency of operations
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10



County of Henrico
Internal Audit Report #276
Agency Head Turnover Procedures - Community Revitalization

! Internal Controls Cont’d

General Limitations of any Controls

 Errors and irregularities may go undetected

* Inherent limitations in any control structure

+ Limitations include resource constraints,
legislative restrictions, etc.

* Projection to future subject to risk of change
in effectiveness

« Compliance may deteriorate
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Methodology

Performed high-level walk-throughs of the revenue and

federal grant processes

Judgmentally sampled recorded expenditure transactions
and traced to supporting documents for accuracy and
compliance with policy

Tested a judgmental sample of timecard detail
transactions involving overtime charges

Confirmed existence of capital assets
Counted petty cash on 6/20/19

Reviewed May 2019 transactions to determine if any
additional testing was needed (None necessary)
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County of Henvco

HOMEOWNER'S
ENHANCEMENT GUIDE
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Conclusions on
Objectives

Rating Objectives

Issues/Other
Obs. Identified

Determine that controls exist and are operating effectively to ensure
A compliance with policies and procedures related to non-personnel
expenditures, including travel.

Issue 1

Determine that controls exist and are operating effectively to ensure
A Agency Head transactions are properly approved.

Issue 1

Determine that controls exist and are operating effectively to ensure
A payroll changes properly update and compliance with personnel
expenditures other than regular pay (i.e. OT, temporary services, etc.).

Other Observation 3

A Determine that adequate controls exist over fixed assets and certain
valuable property that is below the capital assets threshold.

Other Observation 2

Determine that adequate controls exist over other miscellaneous
A transactions (IDT’s, CAM, AR, PIV Imports, Internal Charges,
Spreadsheet and Manual journal entries).

Other Observation 1

@ Insufficient-immediate Attention /\ Improvement Needed [ Sufficient
Henrico County Internal Audit 13
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Issues
1. Strengthen Controls Over the Processing of Non-
Personnel Expenditures
Other Observations:
1. Document Review of Monthly CAM Reports
Remove an Abandoned Capital Asset from the
Fixed Assets System
Review Payroll Charge Report Timely to Ensure
Changes Update Properly
Henrico County Internal Audit 14
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Strengthen Controls Over

Issue 1

the

Processing of Non-Personnel

Expenditures

15

Condition

Issue 1

A review of 12 direct payments (one of which is a utility bill paid by General
Services and charged to Community Revitalization), 7 payments against
purchase orders (PO’s), 6 expenditures coded to the travel account (5
transactions were associated with travel forms and one related to travel under
$300), and 6 purchasing card payments (2 of which were coded to the travel
account for training-related travel under $300) revealed the following:

1.

7 instances noted from the direct payment and PO testing (39%) where the
individual closest to the transaction did not sign and date the invoice to
document the receipt of the goods or the rendering of the service and to

confirm the accuracy and completeness of the amount billed.

. 3 instances (100%) where a Travel Justification Addendum was not

completed for travel under $300, one of which was for the former agency

head’s attendance at a local conference. In addition, the related
training/conference agendas were not attached as supporting
documentation.

Henrico County Internal Audit
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Conly of Howio
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Effect

a. payment of goods not received, or services not rendered

1. The potential for:

not completed and properly approved

area) if the training/conference agenda is not attached
2. Non-compliance with County policies

Cause

this best business practice.
that:

expenditures under $300
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Issue 1

b. unnecessary and/or unauthorized travel if the appropriate travel forms are

c. future difficulty supporting the relevance of travel (a routinely scrutinized

1. Individuals responsible for processing invoices for payment were not aware of
2.  Management was not aware that County Travel Policies and Procedures require
a. Travel Justification Addendums be completed for travel and training-related

b. Training/conference agendas be included with the supporting documentation

17
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Criteria

the amount billed.
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Issue 1

1. Common business practices dictate that, prior to payment
approval, invoices should be reviewed, initialed and dated
by an individual who can confirm that the goods/services
were received as well as the accuracy and completeness of

2. County Travel Policies and Procedures dated 10/1/15

18
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Conly of Howio
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Issue 1

Recommendation

1. Invoices should be initialed and dated by a person more
closely involved in the transaction to indicate review and
accountability for goods and services prior to payment.

2. Travel Justification Addendums should be used when required
to document and properly approve travel under $300.

3. Conference and training-related travel should be supported
with an agenda.
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Issue 1

Management Action Plan
# | Management Action Plan Completed By | Date

1.1 | Community Revitalization (CR) will purchase a new | Division Managers | 8/28/19
invoice stamp prompting required signatures from
the person who personally verified the receipt of
goods or services and his or her supervisor. CR will
communicate this requirement to staff within the
department. However, until this stamp is received
and put into use, invoices will be signed and dated
as “OK to Pay” by the individual closest to the
transaction.

1.2 | Travel Justification Addendum forms will be Director of 8/28/19
completed and reviewed before travel is approved. | Community
Staff will complete and submit the Travel Checklist | Revitalization
in the County’s Travel Policies and Procedures
which includes a requirement to submit a Travel
Justification Addendum for travel under $300 in total
cost. Employees will be required to sign and submit
the checklist to their supervisor prior to traveling.
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Issue 1
Management Action Plan
# | Management Action Plan Completed By |Date
1.3 | Conference/training agendas will be attached to Director of 8/28/19
Travel Justification Addendums. Also — staff will be | Community
reminded of the requirement via email. Revitalization
Henrico County Internal Audit 21
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Other Observations

The following slides include additional
observations noted during our turnover
procedures which were considered less
critical in reaching our conclusions on the

related objectives.
T,
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Other Obs. 1

cent Review of Monthly CAM Reports

Discussions with management and testing revealed that monthly CAM Reports are
reviewed by management; however, these reviews are not documented.

Furthermore, based on discussions, management was not aware of the report
review guidance in the CAM Customer Manual. As a result, reviews did not focus on:

1. MPG and, ultimately, proper and efficient vehicle usage

2. fuel charged to the miscellaneous fob used to fill the gas can to fuel weed
eaters and lawn mowers maintained by the agency

Recommendation:

We recommend that management review the monthly CAM Reports per the
guidelines communicated in the CAM Customer Manual and sign and date the
reports as evidence of this review.

Furthermore, special attention should be paid to fuel charged to the miscellaneous
fuel fob to ensure it is reasonable with no indication of abuse.

Henrico County Internal Audit 23
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Other Obs. 1

Management Action Plan

# Management Action Plan Completed By | Date
001 |ACAM monthly report review checklist has | Division 9/30/19
been created which lists review steps Managers

outlined in the CAM Customer Manual
guidance including a check of fuel charged
to the miscellaneous fuel fob to ensure it is
reasonable with no appearance of abuse.
The checklist and reports will be reviewed
and signed.
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Other Obs. 2

Remove an Abandoned Capital Asset from
the Fixed Assets System

One of the agency's 4 capital assets (a PBX System still mounted
in the facility) was replaced 3-4 years ago with new equipment, has
not been used since, and had not been removed from the agency's
Oracle Fixed Assets listing.

The original cost of this abandoned asset was $14,229 which is
49% of the agency’s total capital assets cost.

Recommendation:

We recommend that processes be established to ensure that
old/replaced assets are removed from the agency’s Oracle Fixed
Assets listing in a timely manner.
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Other Obs. 2

Management Action Plan

# Management Action Plan Completed By | Date
002 | The Oracle Fixed Asset Report will be Administrative 9/30/19
reviewed annually. A checklist for the Assistant

acquisition, abandonment or disposition of
equipment will be developed. In the future,
staff will check with the Department of
Information Technology if there is electronic
equipment on the inventory. As necessary,
equipment will be removed from the asset
report.
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Other Obs. 3

eV|w Payroll Charge Report Timely to Ensure
Changes Update Properly

An employee transferred from Community Revitalization to Planning in October

2018 and then transferred back to Community Revitalization in November 2018.

We further noted:

* A Human Resources Action Form related to his transfer back to Community
Revitalization was completed.

» Costing updates were not made and the employee’s salary and benefits
were not reflected in the agency’s cost center for four months.

* At the end of January 2019, an employee in Community Revitalization
detected the error through a review of the Oracle Payroll Charge Report and
the error was subsequently corrected.

Recommendation:

We recommend that salary and benefit dollars on the Payroll Charge Report be
reviewed on a timely basis when personnel changes are made to ensure that
the related costing updates have been properly posted.
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Other Obs. 3

Management Action Plan

# Management Action Plan Completed By | Date

003 | Salary and Benefit amounts on the Payroll | Administrative | 9/15/19
Charge Report will be reviewed monthly and | Assistant
also after any personnel change.
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* Follow up

passed to

Closing

« Appreciate Agency’s cooperation

on open Action Plans will be

performed as completion dates are
reached or after sufficient time has

ensure the actions are

effective and on-going.

\

s

Henrico County Internal Audit

29

29

Report Distribution

Audit Committee
(Mrs. O’Bannon, Mr.

Thornton, County Manager)

Board of Supervisors,
Non-Committee Members

Deputy County Manager for | Director of Community
Community Development Revitalization

Internal Audit Staff
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Internal Audit Contact Information

Sharon Cherry, Auditor Il
Phone: 804-501-4210
E-Mail: che045@henrico.us

Vaughan Crawley, Director of Internal Audit
Phone: 804-501-4292
E-Mail: cra85@henrico.us
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