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FAIRFAX COUNTY, VIRGINIA
MEMORANDUM


TO:

Dr. Gloria Addo-Ayensu, Director


Health Department

FROM:
Christopher J. Pietsch, Director



Internal Audit Office

SUBJECT:
Business Process Audit Report
DATE:
April 30, 2004
The Internal Audit Office has completed a Business Process Audit of the Health Department. This audit was performed as part of our Annual Audit Plan.  Attached is the report for this audit, including an executive summary and detail findings and recommendations.  Each finding has been discussed with applicable management and the responses are incorporated in the report.

We appreciate the cooperation extended to us during this project.  Should you have any questions regarding this report, please contact me at (703) 324-4200.

cc:
Anthony H. Griffin, County Executive


Verdia Haywood, Deputy County Executive
Edward L. Long, Chief Financial Officer
Executive Summary

We found that overall controls for recruiting & hiring, employee time and attendance, personnel evaluations, fixed asset record keeping, petty cash, fee collections, reconciliations and departmental computing were adequate and operating effectively.  The Health Department had a positive record of timely performance reviews when compared to the county-wide comparative statistical report for FY2004.  However, compliance with County policies and procedures related to procurement, invoice payment processes, and time and attendance, needs to be improved.

The primary issues noted were:
· Vendor invoices were entered into CASPS with the date of the invoice rather than the date of receipt, resulting in early payment to the vendors which in turn results in less funds available to the County for investment.

· Controls over placing orders, and receipt of orders related to procurement from Office Depot were not adequate.  In addition, the department had not established written procedures for procuring from Office Depot.

· A significant percentage (76%) of employee overtime hours paid, compensatory time earned, and leave taken was not authorized in advance.
Scope and Objectives
This audit was performed as part of our Fiscal Year 2004 Annual Audit Plan and was conducted in accordance with Generally Accepted Government Auditing Standards.  The audit covered the period of January 1, 2003, through September 30, 2003, and our audit objectives were:  

1. To review processes and determine compliance with applicable regulations and guidelines.

2. To evaluate internal controls over the following business processes:

· Recruiting and hiring

· Personnel time and attendance

· Personnel evaluations

· Fixed Asset Recordkeeping and Accountability

· Procurement payments

· Petty Cash

· Fee collections

· Departmental computing processes and procedures
· FAMIS & PRISM reconciliations

The scope of our audit included a review of management and internal controls which focus on the business processes of the Health Department during FY2004.
Methodology
Our audit approach included interviewing appropriate employees, observing employees’ work functions and detail testing of the department transactions on a sample basis.  We evaluated the processes for compliance with Accounting Technical Bulletins, Personnel Regulations and Department of Purchasing and Supply Management Guidelines. Our audit did not examine the system controls over purchasing, financial, and payroll applications.  Our transaction testing did not rely on those controls, as testwork was traced back to supporting documentation.
The Fairfax County Internal Audit Office is free from organizational impairments to independence in our reporting as defined by Government Auditing Standards.  We report directly and are accountable to the County Executive.  Organizationally, we are outside the staff or line management function of the units that we audit.  We report the results of our audits to the County Executive and the Board of Supervisors, and reports are available to the public.

Findings, Recommendations, and Management Response
1.
Vendor Payments

Vendor payments were not being made in accordance with the Department of Purchasing and Supply Management’s (DPSM) General Conditions & Instructions to Bidders.  Our review of Purchase Order (PO), Small Purchase Order (SO), Blanket Purchase Order (BP) and Financial Contracts revealed that payments were being made early and not net 30 in accordance with policy.  Eighty-seven percent of the invoices reviewed were posted incorrectly to the system using the invoice date rather than the receipt date, resulting in early payment to the vendor.  
Per DPSM’s General Conditions & Instructions to Bidders, payment due dates are to be calculated based upon the latter of the date of receipt of goods or the receipt of a correct invoice by the department.  In addition, unless a prompt payment discount is offered, terms are construed to be net 30 days.  If vendor payments are made early, rather than in accordance with net 30 days contract terms, the County will not be maximizing funds that are available for investment.

Recommendation:  Department staff should record the date of receipt in the system and should only use the vendor invoice date if it is later. This will ensure that vendors are not paid too early and payments are made in accordance with County Policy.
Management Response: The change has already been put into place during the audit to put the date the invoice is received in the system instead of the vendor invoice date.  This will stop us from paying invoices 4 days early.
2. Office Depot Procurements
Controls over procurement from Office Depot were not adequate.  Departments can purchase from Office Depot via fax or internet. However, management was not aware of the number of employees placing orders through Office Depot.  DPSM guidelines recommend that departments establish their own procedures.  While the Health Department has issued some Office Depot guidelines, they were outdated and monitoring controls were not sufficient.  

Without adequate written procedures, documentation supporting orders can be incomplete. There were no controls in place to ensure that orders were properly approved and charged or that the appropriate persons were receiving the orders. 
Recommendation:  The Health Department Administration should document and update their procedures and guidelines for sites using Office Depot as a procurement method.  They should also obtain and review current listings of individuals who are ordering, releasing and authorizing orders to monitor proper segregation of duties.
Management Response:  The Health Department has already updated policy and procedures as of December 3, 2003 regarding Office Depot ordering.  New procedures were put in place that requires all orders to be released by central financial personnel after review and approval.  The procedures also established separation of duties in field sites.  A list is also being maintained of those allowed to enter Office Depot orders.
3. Time & Attendance

We found no evidence to prove that employees overtime paid, compensatory time earned, and leave taken were authorized in advance for 76% (13 of 17) of our sample of merit employees during the period January 1, 2003, through August 22, 2003.
Personnel Payroll Administration Policies and Procedures #8 states that “Approval for leave or overtime shall be prior to the employee’s leave or overtime whenever possible….”

Supervisors said that they were giving the employees verbal approval to work overtime or earn compensatory time but the supervisors were not initialing the employees’ time in advance. Lack of sufficient supervisory oversight and documented approval of hours worked could lead to unauthorized overtime payments or improperly credited compensatory time.  

Recommendation: The Department directors should ensure that first line supervisors approve any exceptions to the employee’s regular schedule in advance and document that approval.  
Management Response:  All supervisory staff has been directed to initial any compensatory time approved on the Leave and Overtime Sheet. This should be performed either the day approved or the day after if overtime was the result of unanticipated continuation of a job assignment, such as clinic or field inspections.  This was implemented as of March 29, 2004.
“promoting efficient & effective local government”
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