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Executive Summary

We found that overall controls for recruiting & hiring, petty cash, and departmental computing were adequate and operating effectively.  Additionally, the Department of Community and Recreation Services (DCRS) has been very proactive and has developed new procedures during the course of the audit to strengthen controls.  However, compliance with County policies and procedures related to procurement, personnel evaluations, invoice payment, and time and attendance, needs to be improved.

The primary issues noted were:
· Vendor invoices were being paid early 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.  However, the department adopted procedures during the course of the audit which will strengthen controls when procuring from Office Depot. 
· Overtime and leave were not being routinely approved in advance. 
· Performance evaluations were not being completed in a timely manner. We found that 52% and 31% of employees in FY2003 and FY2004, respectively, had late performance evaluations. 
· Controls over the reconciliation process of Time and Attendance overtime hours were not adequate. 
· The invoice “remit to address” and the “remit to address” in FAMIS did not agree on several invoices in our sample test. 
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.  The scope of our audit included a review of management and internal controls, 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

· Time and attendance

· Personnel evaluations

· Procurement payments

· Petty Cash

· Computer application security
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 these controls, as test work 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 to 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
a. 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 orders (POs), small purchase orders (SOs), blanket purchase orders (BPs), and financial contracts revealed that payments were being made early and not “net 30” in accordance with policy. Forty-three percent of the invoices sampled were paid based on due dates that were not calculated properly, resulting in early payment to the vendor.  Payments were made on average 3 days after receipt of the invoice.
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 contract terms, the County will not be maximizing funds that are available for investment.

Recommendation:  Department staff should follow DPSM procedure and pay invoices based upon the later date of receipt of goods or the receipt of a correct invoice from the vendor unless a prompt-payment discount is offered.  This will ensure that vendors are not paid too early and payments are made in accordance with County policy. 
Management Response: All invoices will be date-stamped when they are received.  The due date will be calculated off of the date stamp or receipt of goods whichever is later.  All staff who input purchase documents or make payments in CASPS or FAMIS will be responsible for correctly calculating due dates.  DCRS plans to have this policy in place by July 15, 2004.

b. We determined the “remit to address” on several invoices did not match the vendor “remit to address” in FAMIS. The invoice and FAMIS “remit to address” should match to ensure that payments are sent to the correct address. The remit to addresses have not been consistently compared by staff and differences reconciled prior to authorizing payment.  Consequently, payments may be sent to the incorrect address resulting in late payments or lost checks. 

Recommendation:  We recommend that the Department of Administration for Human Services (DAHS) adopt a policy requiring that the “remit to address” in FAMIS be reviewed and compared to invoices before payments are mailed.

Management Response:  A policy will be established requiring that the remit to address matches with address on respective invoice.  Any staff making payments will be required to check for vendor address match.  DCRS plans to have this policy in place by July 15, 2004.
2. Office Depot Procurements
Controls over procurement from Office Depot were not adequate.  Departments can purchase from Office Depot via phone, fax or the internet.  All sites are set up to perform their own ordering.  DCRS is supposed to receive copies of the original orders, the internet screen print, if order is over the internet, and the packing slip indicating receipt.  However, DCRS does not currently enforce this policy and often only receives a phone call indicating that an order has been received.  There is often no indication that an order has been approved before it is placed nor is there clear separation of duties between the initiator of the order and the one who approves. DPSM guidelines recommend that departments establish their own procedures.  During the course of the audit DCRS developed new procedures over Office Depot transactions that provide additional approval and separation of duties.
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: Management should be commended for being proactive and adopting new control procedures over Office Depot transactions. We recommend that DCRS work closely with DPSM to ensure that procedures are complete and provide adequate control.  In addition, steps should be taken to periodically monitor Office Depot procedures.
Management Response:  DCRS has established a written policy which provides guidelines for the ordering and receiving of all Office Depot orders.  All staff listed on authorization forms will be authorized to establish, accept and authorize Office Depot orders.  These procedures were established and forwarded to staff on March 23, 2004.  Full implementation should be in place by July 1, 2004.  Reconciliation of Office Depot orders will be completed on a monthly basis.

3. Time & Attendance
a. We determined that DCRS employees’ overtime, compensatory time earned and leave requests were not being routinely approved in advance.  DCRS advised that due to the nature of their work it is often impractical for pre-approval of overtime or leave requests. In several satellite offices staff work independent of their supervisor. 
Personnel/Payroll Administration Policies and Procedures Memorandum No. 8 states that “Approval for leave or overtime shall be prior to the employee’s leave or overtime whenever possible….”
We were advised by management that supervisors were giving their employees verbal approval to work overtime or earn compensatory time; however, 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, improperly credited compensatory time or abused annual leave.  
Recommendation: The department director should ensure that supervisors approve any exceptions to the employee’s regular schedule in advance and document that approval.  In those instances where documented pre-approval of on employees’ leave and overtime sheets is not possible, we recommend that employees and supervisors use e-mail to pre-approve and document all overtime and leave requests. If pre-approval is not obtained, personnel policy indicates that supervisory approval should be obtained on the following business day. 
Management Response:  DCRS is currently amending internal policies and procedures on approval of overtime/compensatory time per the memorandum from the Director of the Department of Human Resources.  In cases not involving regular, recurring overtime, DCRS will require specific advance approval most frequently in the form of an e-mail.  
b. Our testing indicated that DAHS was not routinely comparing total hours per the Agency Time Summary Report to the Transaction Holding File List (THL). The payperiod ended March 5, 2004, was the first and only pay period that hours per the summary report were reconciled to the THL; however, the review was performed by the payroll clerk.
Personnel/Payroll Administration, Policies and Procedures Memorandum No. 8 requires that the Agency Director, or designee other than the payroll clerk, shall check a sample of T&As to the Transaction Holding File List. In addition to checking the hours and account codes, this review shall include a comparison with leave and overtime sheets and other reporting forms used by the agency. The purpose of the time and attendance reconciliation is for the department to review and concur with adjustments made during the payroll batch, balance and edit process.
The effect of not reconciling the THL with the Agency Time Summary Report is that payroll adjustments are not reviewed by the department and the total hours processed could be different from the total hours submitted and employees could be paid for hours not worked.

Recommendation:  DAHS should implement Personnel/Payroll Administration, Policies and Procedures Memorandum No. 8 to ensure that regular time and attendance adjustments are proper and employees are paid for hours earned and worked.
Management Response:  The Administrative Assistant IV has been reconciling since payperiod #5 (02/21/04-03/05/04).  Reports are printed from INFOPAC, reviewed for errors and reconciled to match Payroll’s Transaction Holding File.  The DAHS Human Resources Administrative Assistant IV will be responsible for the reconciliation and the Management Analyst II will review the reconciliation.  These procedures will be implemented immediately.
4. Employee Evaluations
Our testing determined that performance evaluations were not being done timely.  For the 35 evaluations performed during our FY2004 test period, eleven (31%) were completed late.  They ranged from 3 weeks to over 3 1/2 months late.  In FY2003, 52% of evaluations were performed late. The County as a whole was performing 19% of its performance evaluations late in FY2004.  Personnel Regulations Section 12.4 Timing of Formal Performance Evaluations indicates that performance evaluations shall be performed not later than three weeks before the annual performance pay increase due date.

The fiscal manager for DCRS provided several reasons why evaluations were late ranging from slow employee turnaround to not being able to meet with specific employees. The fact that many DCRS employees work in satellite offices and not at the same location as their immediate supervisor, presents logistical problems of meeting with supervisors and contributes to the problem of late evaluations.
The impact of late evaluations is that additional work has to be done to effect pay adjustments.  This often necessitates the payroll contact obtaining Time and Attendance reports from Human Resources to determine the number of hours worked as well if any overtime was earned.  The payroll contact must then calculate hourly rate difference before and after the pay-for-performance review date to determine the amount of retroactive pay the employee is due. Once the payroll contact has completed their portion, the paperwork must be forwarded to the Payroll Section of DHR for the supplemental pay to be issued to the employee.  In addition, late performance evaluations can lead to adverse effects on employee morale. 
Recommendation:  DCRS should comply with Personnel Regulations Section 12.4 and complete performance evaluations on a timely basis.

Management Response:  Many steps have been put in place to ensure on-time evaluations.  Each supervisor is held accountable on their own annual review for evaluation submissions, an administrative assistant is assigned the task of reminding each supervisor when evaluations are due, a tracking system is kept, and supervisors work one day a month at home strictly on evaluations so that full priority can be given to each one.  DCRS has improved their on-time rate and expects to continue towards 100% on-time completion of evaluations.  This process will be implemented immediately.
“promoting efficient & effective local government”
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