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Summary

Scheduled Audit
Conclusions on Audit Objectives:

B Determine controls exist and are operating effectively to ensure compliance
with policies and procedures for non-personnel expenditures including travel

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

Determine that adequate controls exist and are operating effectively to ensure
compliance with policies for personnel expenditures including overtime

B petermine adequate controls exist over fixed assets
B Determine adequate controls exist over inter-department transfers

A

Exception Oriented
1 reportable Issue and 1 Other Observation
Control Improvement Implemented during the Audit

Management Action Plans have been developed to address all
risks identified

@ Insufficient-lmmediate Attention /\ Improvement Needed [ Sufficient
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Introduction

. Audii(tor lll, Joyce Aikor-Richardson, performed audit
wor

» Used professional auditing standards
« Examined controls & tested for selective compliance
 All exceptions given to Agency

» Reported control design issues & significant test
exceptions

* Work for same Government we audit
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Background

» The Code of Virginia requires all local governments to enforce the
Virginia Uniform Statewide Building Code (USBC). The Department
of Building Construction and Inspections fulfills this role for Henrico
County by reviewing and inspecting the structural, mechanical,
electrical, and plumbing systems of buildings and structures in
Henrico County to ensure the safety, health, and welfare of the
County’s citizens. The reviews and inspections are based on criteria
that are consistent with nationally recognized codes and standards
at reasonable cost levels.

» The Department also enforces the maintenance and unsafe
provisions of the USBC and the Drug Blight and Bawdy Places
ordinances to further the objectives of the County's Community
Maintenance Program. In addition, the Department administers the
graffiti ordinance to remove graffiti in the County.

Background

Objectives of Building Inspections are:

» To ensure the public health, safety, and welfare affected by the design
and construction of buildings and structures in Henrico County.

» To ensure the quality of inspections by field staff through education
and certification to State standards.

» To provide services that equal customer expectations for
professionalism and accountability.

* To establish policies and procedures that are consistent, practical,
workable, and enforceable.
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Budget Highlights

+ The total FY2019-20 budget for the Department is $4,774,832,
an increase of $124,165 or 2.7 percent when compared to the
FY2018-19 approved budget. This increase is reflected in the
personnel component, attributable to benefit rate changes and
revised salaries. However, some of these personnel increases
were offset by increased interdepartmental billings. The
operating and capital components remained flat.

* Workload projections are based on current conditions and future
developments that have already been announced for Henrico
County. The Department projects development continuing at the
current pace for both FY2018-19 and FY2019-20.

Audit Scope

July 1, 2018 to October 31, 2019
$413,861 $(166,009)

$5,679,708

Personnel = Operating Capital Inter-Dept Transfer

Total capital assets of $31,937, no exclusion for audit scope
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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

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

10
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Audit Methodology

» Determined expenditure-related processes
and control procedures

 Evaluated strengths and weaknesses of
control procedures

* Randomly sampled recorded transactions and
traced to supporting documents for accuracy
and compliance with policy

» Confirmed existence of a random
sample of capital assets

11

Conclusions on
Audit Objectives

O Determine controls exist and are operating effectively to ensure
compliance with policies and procedures for non-personnel
expenditures including travel (Other Observation 1)

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

A Determine that adequate controls exist and are operating
effectively to ensure compliance with policies for personnel
expenditures including overtime (Issue 1)

@ Determine adequate controls exist over fixed assets
@ Determine adequate controls exist over inter-department transfers

@ Insufficient-lmmediate Attention A Improvement Needed O Sufficient 12

12
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Issues

Issue
1. Overtime Paid Incorrectly

Other Observation
1. Sales Tax Paid Improperly

13

Issue

Overtime Paid Incorrectly

14
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Issue 1

Condition

In a sample of the top five pay periods with
the most recorded overtime, noted an
employee took leave and did not work 40
hours in a workweek but was paid 2 hours of
overtime at a time and one-half rate rather
than at the straight-time rate.

15

Issue 1

Effect

Employee was overpaid by 2 hours in overtime for time and one-half

Cause

The cause for the overtime discrepancy was that staff were covering for a
workload backlog due created by an employee resignation. Clerical staff
requested authorization to work overtime to eliminate the backlog without
disrupting customer service while the vacancy was in recruitment. The clerk in
this instance recorded the overtime incorrectly on the timecard and it was
incorrectly approved.

Criteria

Human Resources Policies and Procedures Section 4.4:

3. To be eligible for overtime pay, non-exempt employees (other than non-exempt
fire protection and law enforcement employees) must actually have worked more
than 40 hours in the workweek. Any hours not actually worked (for example,
hours for which an employee uses sick leave, County or floating holiday leave, or
other paid or unpaid leaves of absence) will not be counted as hours worked in a
workweek for purposes of calculating overtime pay.

16
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Issue 1

Recommendation

Agency should review timecards prior to
approval to ensure employees are paid at
the correct overtime rate.

17

Issue 1

1. Internal policy memo addressed to agency
supervisors explaining overtime pay rules

2. Supervisory team meeting to review County
Policies and Procedures governing overtime pay

By Whom: Building Official

Completion date: February 19, 2020 for Management Action 1
February 26, 2020 for Management Action 2

18
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Other Observations

The following slides include an
additional observation noted during
our audit which was considered less
critical in reaching our conclusions
on our audit objectives.

19

Other Obs 1

Sales Tax Paid Improperly

Agency staff paid sales tax (totaling approximately $11)

on 8 payments made as follows:

« sales tax of $6.89 total over 6 separate purchases in direct
pay expenditure samples.

« sales tax of $3.69 total over 2 separate purchases in agency
head and deputy reimbursement samples.

Recommendation

Agency should ensure all staff are made aware that the
County should not pay sales or use tax. When
purchasing goods on behalf of the County, ensure a tax-
exempt certificate is obtained from Purchasing and used
as necessary.

20
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Other Obs 1

Management’s Action Plan

1. Internal policy memo addressed to agency
supervisors explaining Virginia Sales Tax exemption

2. Supervisory team meeting to review sales tax
exemption memo and exemption certificate

By Whom: Building Official

Completion date: February 19, 2020 for Management Action 1
February 26, 2020 for Management Action 2

21
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Implementation of Control Improvement
during the Audit

Control Weakness Control Improvement
Observed Implemented

* 14 of 14 travel » Agency took corrective
transactions under $300 action and developed an
reviewed revealed no updated Travel
Travel Justification Justification Addendum
Addendum from the to meet their needs.
Agency.

22
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Closing

» Appreciate Agency’s cooperation

» Follow up on open Action Plans will be
performed as completion dates are
reached or after sufficient time has passed
to ensure that actions taken are effective
and ongoing.

o
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Report Distribution

Audit Committee

County Manager)

Board of Supervisors,

(Mrs. O’'Bannon, Mr. Thornton, | Non-Committee Members

Deputy County Manager for Building Inspection Official
Community Development

Internal Audit Staff
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Audit Contact Information

Joyce Aikor-Richardson, Auditor Il
Phone: 804-501-4493
E-Mail: aik11@henrico.us

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