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STATE OF TENNESSEE
COMPTROLLER OF THE TREASURY

State Capitol
Nashville, Tennessee 37243-0260
(615) 741-2501
John G. Morgan
Comptroller

November 29, 2001

The Honorable Don Sundquist, Governor
ad
Members of the Genera Assembly
State Capitol
Nashville, Tennessee 37243
ad
The Honorable Michad Greene, Commissioner
Department of Safety
1150 Foster Avenue
Nashville, Tennessee 37249

Ladies and Gentlemen:

Tranamitted herewith is the financid and compliance audit of the Department of Safety for the
years ended June 30, 2000, and June 30, 1999.

The review of management’s controls and compliance with policies, procedures, laws, and
regulations resulted in certain findings which are detalled in the Objectives, Methodologies, and
Conclusions section of this report.

Sincerdly,

by

John G. Morgan
Comptroller of the Treasury

JGM/cj
01/062



STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT
DIVISION OF STATE AUDIT

SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
NASHVILLE, TENNESSEE 37243-0264
PHONE (615) 401-7897
FAX (615) 532-2765

April 17, 2001

The Honorable John G. Morgan
Comptroller of the Treasury
State Capitol

Nashville, Tennessee 37243

Dear Mr. Morgan:

We have conducted a financial and compliance audit of selected programs and activities of the
Department of Safety for the years ended June 30, 2000, and June 30, 1999.

We conducted our audit in accordance with generally accepted government auditing standards.
These standards require that we obtain an understanding of management controls relevant to the audit and
that we design the audit to provide reasonable assurance of the Department of Safety’s compliance with
the provisions of policies, procedures, laws, and regulations significant to the audit. Management of the
Department of Safety is responsible for establishing and maintaining internal control and for complying
with gpplicable laws and regulations.

Our audit disclosed certain findings which are detailed in the Objectives, Methodologies, and
Conclusions section of this report. The department’s administration has responded to the audit findings,
we have included the responses following each finding. We will follow up the audit to examine the
application of the procedures instituted because of the audit findings.

We have reported other less significant matters involving the department’ s internal controls and/or
instances of noncompliance to the Department of Safety’s management in a separate |etter.

Sincerdly,

(20 gy

Arthur A. Hayes, J., CPA,
Director

AAH/G



State of Tennessee

Audit Highlights

Comptroller of the Treasury

Divison of State Audit

Financial and Compliance Audit
Department of Safety
For the Y ears Ended June 30, 2000, and June 30, 1999

AUDIT SCOPE

We have audited the Department of Safety for the period July 1, 1998, through June 30, 2000.
Our audit scope included a review of management's controls and compliance with policies,
procedures, laws, and regulations in the areas of revenue, driver’s license records, motor vehicle title
and regidration, payroll and personnel, contracts, equipment, expenditures, cedlular phones,
confidential fund, and compliance with the Financid Integrity Act. The audit was conducted in
accordance with government auditing standards generaly accepted in the United States of America. In
addition, a gpecid investigation was conducted by staff of the Divison of State Audit.

AUDIT FINDINGS

Counties Are Not Submitting the Proper
Amount of Finesand Fees Collected

The department failed to ensure that county
clerks have submitted the proper amount of
fines and fees in accordance with dtate law.
County clerks have authority to receive 5% for
receving and paying over al taxes fines
forfeiture, and fees. The auditors noted that
certain counties were keeping 15% (page 5).

The Department Does Not Post Bad
Checkstothe Driver’sHistory File Timely
*

The department has not posted bad checks to
drivers higory files in a timey manner.  Some
bad checks took from 11 to 54 business days
to be posted to a driver's higory file. In

addition, the compliance inquiry screen utilized
by the driver's license stations does not indicate
to the driver’ s license gtation employees that the
driver hasissued a bad check to the department

in the past (page 6).

Controls Over Cash ReceiptsWere
Inadequate

The department does not have adequate
controls over cash-receipting procedures.
Cash receipts are not adequately safeguarded,
and there is not adequate segregation of duties
in the cashie's office.  The depatment’s
mailroom does not endorse checks & the
earlies point of receipt. Cash receipts for
regoraion fees are not dways written timely

(page 7).



Accidents and Violations Untimely
Posting to Drivers' Records Has I ncreased
From thePrior Year**

Since 1990, the department has not posted
accidentsto drivers records in atimely manner.
Posting to drivers records took, on average,
10 weeks in fisca year 1999 and 19 weeks in
fiscd year 2000, from the date of the accident
to the date the department posted the accident
to the driver'srecord. Asaresult of this delay,
the department may not be promptly identifying
unsafe drivers and teking actions, when
necessary, to suspend or revoke driving

privileges (page 8).

Controls Over the Reconciliation of Motor
Vehicle Plates and Decals With Revenue
Arelnadequate**

The Motor Vehice Title and Regidration
Divison (MVD) does not reconcile inventory
reports of distributions of vehicle plates and
decds with the revenue received from the
county clerks for sde of these items. If the
MVD does not periodicdly reconcile
remittances from county clerks with reductions
in each county’s reported inventory, the
department cannot be assured it has received dll
the revenueit is due (page 12).

County Clerk Reports Were Not
Submitted Timely**

The county clerks did not submit reports of
goplications and origind regidrations and
reports of renewa regigrations to the Motor
Vehide Title and Regigration Divison (MVD)
in accordance with applicable laws, and the
department has not consstently notified county
clerks of ddinquent reports. The Department
of Safety has the option to take action againgt
the county derks for faling to submit the
required reports within the time frame required
by law (page 13).

TheMotor Vehicle Title and Registration
System Does Not Produce Reliable Data
and Isan Inadequate Basisfor the
Reapportionment of Revenue Collected
From Registration Fees

The computer sysem used by the Motor
Vehide Title and Regidration divison is
inadequate in accumulating title and regidration
fee information. As a result, management had
to make adjustments in the funds apportioned
to the Department of Transportation and other
date departments. However, dnce the
adjusment was based in part on information
from the faulty sysem, the accuracy of the
regpportionments cannot be determined (page
14).

Controls Over Payroll Time Sheet
Preparation Are Inadequate**

The Depatment of Safety does not have
adequate controls over the preparation and
review of payroll time sheets. As a result, the
department made 19 overpayments, totaing
$6,577.05, to employees through June 2000,
according to reports submitted to the Office of
the Comptroller of the Treasury. Six of these
overpayments, totding $1,390.68, have not
been collected (page 16).

The Department Failed to Approve
Contracts Before the Beginning of the
Contract Period*

The department allowed contract servicesto be
performed before proper approvas of the
contract were obtained. For al 30 contracts
tested for fisca year ending June 30, 1999, the
contract approvals were not obtained before
the beginning of the contract period. If
contracts are not approved before the contract
period begins and before services are rendered,
the sate could be obligated to pay for
unallowable services (page 17).



Department Personne Exhibit Lack of
Concern for Proper Accountability Over
Equipment

The Depatment of Safety personnd in
locations across the state have been insengtive
to the need for intend control and
accountability over the department’ s equipment.
Personnd a the driver’'s license ddions
seemed unaware of proper policies and
procedures regarding the accountability of
equipment. Personnd a the department’s
warehouse did not know the location of the

equipment items assigned to the warehouse and
did not believe they were responsible for those
items (page 19).

Controls Over Equipment AreInadequate
The depatment did not mantan proper
accountability over equipment.  Equipment
items were a locations other than what was
shown on the equipment record. Equip-
ment items wee trandered  without
documentation, and some items could not be
located (page 21).

SPECIAL INVESTIGATION

The Department Failed to Properly
Approve Secondary Employment
Depatment of Safety officids dlowed a
department employee who was on sick leave
datus to obtain secondary employment during
the time the employee was on sick leave. This
practice is drictly prohibited by department
policy (page 26).

*  Thisfinding is repeated from the prior audit.
** Thisfinding is repested from prior audits,

The Department Failed to Appropriately
Supervise an Employee Working at Home
While the Employee Was on Sick Leave
The department employee on sck leave status
was also paid for work a home despite a lack
of forma approvd and a lack of detaled
documentation of work performed and hours
worked (page 27).

“Audit Highlights” is a summary of the audit report.

To obtain the complete audit report, which contains all findings,
recommendations, and management comments, please contact

Comptroller of the Treasury, Division of State Audit
1500 James K. Polk Building, Nashville, TN 37243-0264
(615) 401-7897

Financial/compliance audits of state departments and agencies are available on-line at
www.comptroller.state.tn.us/sa/reports/index.html.
For more information about the Comptroller of the Treasury, please visit our Web site at
www.comptroller.state.tn.us.
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Department of Safety
For theYears Ended June 30, 2000, and June 30, 1999

INTRODUCTION

POST-AUDIT AUTHORITY

This is the report on the financid and compliance audit of the Department of Safety. The audit
was conducted pursuant to Section 4-3-304, Tennessee Code Annotated, which authorizes the
Department of Audit to “perform currently a post-audit of al accounts and other financia records of the
date government, and of any department, inditution, office, or agency thereof in accordance with
generally accepted auditing standards and in accordance with such procedures as may be established by
the comptroller.”

Section 8-4-109, Tennessee Code Annotated, authorizes the Comptroller of the Treasury to
audit any books and records of any governmenta entity that handles public funds when the Comptroller
congders an audit to be necessary or appropriate.

BACKGROUND
The misson of the Department of Safety is to provide effective, cusomer-friendly services to
and protect the citizens and vigtors of Tennessee. Of the 20 divisions which support the commissioner

and his gaff, the following divisons are most in contact with the public:

Capitol Police are responsble for patrolling and securing state buildings and grounds
surrounding the capitol.

Highway Petrol is responsble for enforcing motor vehicle and driver's license laws,
investigating traffic accidents, and providing motorists with assstance.

Commercid Vehicle Enforcement is respongble for enforcing commercid vehicle laws on
gze, weight, and safety requirements.

Executive Security provides security for the Governor and associated parties.
Crimind Invesigaions investigates auto thefts, stolen vehicle parts, and odometer fraud.

Specid Operations congdts of the Tactical Squad and the Aviation Unit and is responsible
for specid assgnments such as bomb threats, VIP security, drug searches and seizures, and
prisoner escapes.

Pupil Trangportation provides ingructions for al school bus drivers and conducts safety
ingpections on school and other buses.




Driver's License Issuance administers ord, written, and road tests and issues and renews
driver’ slicenses.

Motor Vehicle Title and Regidration issues vehicle titles and regigrations for dl vehidles in
Tennessee.

Law Enforcement Training Academy provides basic law enforcement training for al dae
and loca law enforcement officers.

An organization chart of the department is on the following page.

AUDIT SCOPE

We have audited the Department of Safety for the period July 1, 1998, through June 30, 2000.
Our audit scope included areview of management’ s controls and compliance with policies, procedures,
laws, and regulaions in the areas of revenue, driver's license records, motor vehicle title and
regidration, payroll and personnd, contracts, equipment, expenditures, cellular phones, confidentia
fund, and compliance with the Financia Integrity Act. The audit was conducted in accordance with
government auditing standards generdly accepted in the United States of America.  In addition, a
gpecid investigation involving the department was conducted by staff of the Division of State Audit. The
result of the investigation is discussed in the Investigation section of this report.

PRIOR AUDIT FINDINGS

Section 8-4-109, Tennessee Code Annotated, requires that each state department, agency, or
ingtitution report to the Comptroller of the Treasury the action taken to implement the recommendations
in the prior audit report. The Department of Safety filed its report with the Department of Audit on
April 10, 2000. A follow-up of dl prior audit findings was conducted as part of the current audit.

RESOLVED AUDIT FINDINGS

The current audit disclosed that the Department of Safety has corrected none of the previous
audit findings.
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REPEATED AUDIT FINDINGS

The prior audit report contained findings concerning the untimely posting of bad checks to the
drivers higtory files, late posting of accidents and violations to drivers records, inadequate controls
over reconciliation of motor vehicle plates and decals with revenue, improper submission of county clerk
reports, inadequate controls over time sheets, and failure to gpprove contracts before the contract
period began. These findings have not been resolved and are repeated in the applicable sections of this

report.

OBJECTIVES, METHODOLOGIES, AND CONCLUSIONS

REVENUE
Our objectives in the area of revenue were to determine whether

“Reports of Fines and Fees’ were accurate and were submitted timely,
controls over bad checks and collections were adequate,
driver'slicense gations  revenue procedures were adequate, and

policies and procedures regarding revenue were adequate.

Testwork on the “Reports of Fines and Fees’ conssted of a sample of county and city clerks
court reports for the audit period. The sample receipt transactions were traced to deposit dips and
reviewed for timely deposits. Four counties were noted to be withholding commissions higher than the
amount alowed by dtate law (seefinding 1).

Twenty-three driver's license testing centers and 21 county clerk offices were visted.
Receipting and reconciliation procedures were discussed with key personnd, and a sample of
documents was reviewed. Also, cash counts were performed at the driver’s license testing stations.
Although we had no findings related to procedures at these locations, minor wesknesses were reported
to management in a separate | etter.

A sample of bad checks received during the audit period was sdlected and tested for timely and
proper notification to the driver’s license gpplicant and timely posting to the gpplicant’s driver history
file. The procedures used by the department were not adequate to ensure that bad checks were posted
timely to the gpplicant’ s driver file (see finding 2).

A review of policies and procedures regarding revenue revealed that procedures for handling
cash receipts were inadequate (see finding 3).



1. Countiesdid not submit the proper amount of fines and fees collected

Finding

The department failed to ensure that county clerks have submitted the proper amount of fines
and fees in accordance with Tennessee Code Annotated (TCA). TCA 8-21-401(6)(A)(i) states that
county clerks have the authority to demand and receive for their services, where appropriate, fees “for
recelving and paying over dl taxes, fines, forfeture, fees and amercements, five percent (5%) on the
dollar.” During testwork to determine whether the reports of fines and fees submitted by the counties
were mathematically correct, the auditors noted that certain counties were keeping 15 percent on the
dollar. Management stated that the predecessor accountant for the department informed personnel that
counties could take up to 15 percent on fines and fees. However, the counties keeping 15 percent on
the dollar have violated state law, and the department has falled to collect amounts due under the law.

In addition, supervisory personnel responsible for reviewing the reports of fines and fees did not
perform thorough reviews of the reports. Management stated that the reports were reviewed only for
unusua items. A more thorough review may have reveded the fact that some counties were keeping
more than the alowable amount of fines and fees.

Recommendation

The department’ s Fiscal Director and staff should ensure dl gpplicable Sate laws are enforced.
In addition, the reports of fines and fees submitted by the counties to the department should be
reviewed by management to ensure compliance with TCA, mathematicd accuracy, and timeliness of
receipt.

M anagement’s Comment

We concur. The department has dways enforced the 5% dlowable commission from county
generd sesson and city courts. The only counts that we mistakenly dlowed a 15% commisson were
the county circuit courts. The circuit courts account for 4% of our collections and only a few courts
were actudly taking 15% commisson. A letter was sent to dl courts on March 1, 2001, stating that
“the commission for receiving and paying al fines, forfaitures and fees for motor vehicle violations to the
Department of Safety is 5%.”

Supervisory personnd will provide a thorough review of the reports of fines and fees which are audited
by accounting technicians in the Cashier’ s Office to ensure mathematica accuracy and compliance with
gpplicable laws.



2. Bad checkswerenot posted to drivers history filestimely

Finding

As dtated in the prior audit, the department has not posted bad checks to drivers history filesin
a timely manner. Although the department has improved controls over the bad checks since the
previous audit, problems till exist.

Testwork revedled that 19 of 60 items tested (30%) took from 11 to 54 business days to be
posted to a driver’s higory file. The number of business days was determined by the number of days
from the date that the department received the debit memo from the Department of Tressury until the
date the information was entered into the driver’ s history file.

According to the department’s procedures for returned checks, the cashier's office should
prepare a coding dip (form 698) to initiate the returned check natification letter within five business days
from receipt of the debit memo from the Department of Treasury. After the cashier’s office takes the
coding dip to data entry, data entry keys it into the driver’s license higtory file. After the coding dip is
keyed, a notification letter is sent out. The notification letter is dated the date that the cashier’s office
received the debit memo from Treasury. The notification letter is not sent out until the coding dip is
returned to the cashier’s office. In addition, the notification letter has to be returned no later than 30
days from the date on the letter. If the coding dip takes a lengthy amount of time to get back to the
cashier’s office, the notification letter is delayed, and the person has less time to settle the debt.

In addition, the compliance inquiry screen utilized by the driver’s license dations does not
indicate to the driver's license dtation employees that the driver has issued a bad check to the
department in the past. As a result, driver’s license saion employees are accepting checks from
drivers who have paid with bad checksin the past. There are many cases in which drivers have written
multiple bad checks to the department over aperiod of time.

Recommendation

The department should continue efforts to improve the timely processng of bad checks.
Management should make the necessary changes to the compliance inquiry screen to inform the
department employees when a persona check should not be accepted from a customer.

M anagement’s Comment

We concur. Our procedures to initiate returned check notification letters were updated in
March 2000 to ensure timely processing. All bad checks are now being posted to driver's history files
within departmental guidelines. In addition, the notification |etters are dated the date they are generated,
not the date we receive the debit memo from the Divison of Treasury. This dlows the individuad who
remitted the bad check thirty (30) daysto settle the debt.



Procedures were placed in effect in March 2000 to notify driver’s license stations supervisors
when the department had received three (3) or more bad checks from an individua. The department is
evauating the feaghility of updating the compliance inquiry screen to provide driver’s license gation
employees a quick, cost effective inquiry to see if the applicant has issued a bad check to the
department.

3. Controlsover cash receipts areinadequate

Finding

The department does not have adequate controls over cash-receipting procedures. The
following weaknesses throughout the department were noted:

The cash receipts are not adequatdly safeguarded. Nine employees in the cashier’s office
have access to the room that contains the safe. Also, the room that contains the safe for the
Commercid Vehicle Enforcement Divisonisopen dl day.

The department does not have adequate segregation of duties in the cashier’s office. One
employee prepares the deposits, completes the deposit sheet, and posts the transactions to
the accounting ledger.

The department’s mailroom does not endorse checks a the earliest point of receipt. The
checks are not endorsed until they reach the intended divison within the department.
Furthermore, the department’s mailroom does not maintain a log of checks received in the
mail, thus increasing the risk for checks to be lost or stolen before they are endorsed.

Cash receipts for retoration fees are not aways written timely, which results in fees not
being deposited within one business day.

The department’s General Order 202, The Collection and Accounting of Money, provides
guidance to departmenta personnd for the above instances; however, the General Order has not been
adequately followed.

Recommendation

The department’ sfiscd staff should ensure that proper interna controls and the related Generd

Order for cash receipting are followed.

M anagement’s Comment

We concur. Steps to move internd controls over cash receipts have ether been implemented
or are in the process of implementation. Only supervisors in the Cashier’s Office now have access to



the locked room which contains the safe and other sendtive items. The room which contains the safe in
the Commercid Vehide Enforcement Divison will be locked dl day with access only by the daily
cashier and the supervisor. Duties of employees in the Cashier’s Office have been adjusted to ensure
proper segregation of duties in the receipting, depositing and recording of revenues. The department
will endorse checks immediately upon opening the mail in accordance with the department’s Generd
Order 202. Receipting procedures in the Cashier’s Office have been updated to ensure al fees are
receipted in atimely manner and deposited within one business day.

DRIVER'S LICENSE RECORDS

Our work in this area conssted of following up a prior finding by sdecting a nondatitica
sample of accidents and violations which occurred during the audit period. This finding on untimey
posting of violaionsis repested again (see finding 4).

4. Untimédy posting of accidents and violations to drivers records has increased from the
prior_audit

Finding

Since 1990, the department has not posted accidents to drivers records in a timely manner.
Management concurred with the prior audit finding, indicating thet they have been able to iminate the
temporary backlog of reports to be processed. Also, management indicated that in November 1998
they had implemented scannable accident reports to be used by the Tennessee Highway Petrol in order
to improve the processing of these reports. Management indicated that the other law enforcement
agencies in the state would be using the scannable reporting forms in the future, which would further
alow the department to reduce the processing time required. Management stated that processes had
been developed to identify law enforcement agencies that may not be reporting accidents to the
department and to monitor the time delays between the accident date and the date the accident is
reported, alowing the department to contact these agencies. In addition, management indicated that a
revised manner of caculaing points under the Driver Improvement Program had been implemented
which alows the department to consder points assessed for violations that were not considered under
previous programs. However, these changes do not appear to have been implemented in such away as
to dleviae the problems with timely pogting.

Posting to drivers' records took, on average, 10 weeks (69 days) in fiscal year 1999 and 19 weeks
(134 days) in fiscd year 2000, from the date of the accident to the date the department posted the
accident to the driver’s record. Sample testwork revesled that accident posting from the date of the
accident took from 22 to 231 daysin fisca year 1999 and from 37 to 284 days in fisca year 2000, as
compared to 50 to 114 days in 1997 and from 57 to 109 days in fiscal year 1998. As aresult of this
deay, the depatment may not be promptly identifying unsafe drivers and taking actions, when
necessary, to suspend or revoke driving privileges.



Untimely Posting of Accident Records

Accident Record Submittal

A review of arandom sample of 25 accident records submitted to the department in fisca years
1999 and 2000 reveded that law enforcement authorities generaly took longer than adlowed under
Section 55-10-108 of Tennessee Code Annotated, which requires law enforcement officers to submit
accident reports to the department within seven caendar days of completing the investigation. In fiscal
year 1999 and fiscad year 2000, on average the department did not receive the sampled accident
reports from law enforcement authorities until 13 days after the accident. The number of days from the
accident to receipt of reports ranged from 5 to 23 days in fiscd year 1999 and from 4 to 23 days in
fisca year 2000.

Accident Posting

The problem of timely posting of traffic accidents has been a continuing one for the department
and was noted in prior performance and financid audits. Since the last audit, the problem of posting
reports once they are received hasincreased. In fiscal year 1999, it took on average 56 days from the
date the department received the accident report to the posting date — with arange of 13 to 214 days.
This average increased in fiscal year 2000 to 121 days, ranging from 30 to 269 days.

In response to prior performance and financid and compliance audits, department officids
dated that they were in the process of introducing scannable accident reports that would enable the
department to process the reports more efficiently. In November 1998, the department started
recelving scannable reports from the Tennessee Highway Patrol. However, out of an average of
240,000 accident reports that are submitted annually, only about 30,000 have been submitted on the
scannable report form.  In addition, the department is still not receiving scannable reports from al law
enforcement agencies. At thistime, other law enforcement agencies have not made any indications that
they would be using these scannable report formsin the future,

Delaysin Assessing Violation/Accident Points

Points are assessed to a driver’s record based on the date that the department processed the
accident report or court conviction rather than on the date of the accident or violation. Since the
department sometimes takes more than three months to process accidents, this policy could alow
drivers whose licenses should be suspended to continue driving.

Section 55-50-505, Tennessee Code Annotated, requires the department to conduct a Driver
Improvement Program, the purpose of which is to take appropriate action, including license suspension,
agang drivers who frequently contribute to accidents or are convicted of treffic violations. The
department updates driving records based on the accident reports that law enforcement authorities
submit.  The department assesses points, based on severity of the offense, to identify drivers whose
records reflect a continuous disrespect for traffic laws and the safety of other drivers. For example,
contributing to an accident involving property damage results in a three-point assessment, and
contributing to an accident resulting in another’s desth results in an eight-point assessment. When a



driver has accumulated 12 or more points within 12 months of a 24-month period or has been deemed
accident prone (three or more avoidable accidents within 12 months of a 24-month period), the driver's
license is suspended, subject to appedl.

Department policy 1340-1-4-.04(6) requires that points be assessed to an individua driving
record for cumulative purposes based on the date the accident report or traffic violation conviction is
processed rather than on the date of the accident or conviction. Because of this policy and delays in
processing accident reports, unsafe drivers could avoid having their licenses suspended. The
department has implemented a revised manner of caculating points under the Driver Improvement
Program. The department now scans the driver’ s record for a 24-month period from the current date to
determine if the driver has accumulated 12 points during any 12 months of that 24-month period. This
alows the department to consider points assessed for violations and accidents that were not considered
under the previous program. For example, under the previous system, a driver who had eight points on
his record in January could have an accident in December of the same year resulting in the assessment
of four points. If these points were not processed until February of the next year, the driver could avoid
suspension because the points placed on his record in January would have been removed. However,
under the revised program, the points would not be removed until 24 months &fter they are posted; the
points posted in January would ill remain on the driver’s record. The number of people whose
licenses have been suspended has doubled from 500 per month to over 1000 per month due to this
revised Driver Improvement Program. Nevertheless, points are gtill assessed based on the date the
accident report was processed rather than the date that the accident occurred. This could till alow
unsafe drivers to avoid having their license suspended.

Timely pogting of accidents and violation convictions is essentid to the success of the Driver
Improvement Program’s point system. Lack of timely posting increases the likelihood that problem
drivers will continue to drive, despite accumulaing sufficient points to warrant suspension of driving
privileges. Late posting may ultimatdy affect the department’s &bility to fulfill its primary misson, to
provide safer highways for citizens of Tennessee.

Recommendation
The department should continue efforts to improve the timely processing of accident reports,
including establishing and enforcing deadlines for processing reports and posting points to drivers
records. The department should attempt to process accident reports within one month of the accidents.
The department should change its policy for its Driver Improvement Program and assess points

based on the date of the accident and/or offense, rather than on the date the accident or offense was
posted to the driver’s record.
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Management’s Comment

We concur. During the fiscd year 2000, our Information System Divison produced a report
reveding law enforcement agencies which were not submitting accident reports in a timely manner.
Letters citing the requirements of T.C.A. 55-10-108 were mailed to these agencies. Also during fisca
year 2000, dectronic trandfer of data from our outsde keying facility was implemented to post
accidents to the drivers history and accident Satistical database on a more timely bass. Strides have
been taken and will continue to be taken to export the information from the new scannable report to the
manframe. Traning of other law enforcement agencies to use the scannable crash report began on
September 1, 2001. Every effort will be made to process accident reports within one month of the
accidents.

The department has changed its procedures to cal culate points based on the event dates.

MOTOR VEHICLE TITLE AND REGISTRATION

The objectives of the motor vehicle title and regigtration testwork were to follow up prior audit
findings by determining whether
license plate inventory procedures were adequate;
controls over title and registration revenue were adequate;

county clerk controls over title and regisration were adequate, and personnel had
appropriate levels of access to the motor vehicletitle and regigtration system;

counties were submitting proper and timely reports;

daily deposits were adequately reported on the State of Tennessee Accounting and Reporting
System (STARS);

refunds were timely and properly approved; and

revenue alocation information for license plate sales was properly reported to the Department
of Revenue.

The auditors interviewed management to determine whether improvements had been made
regarding license plate inventories. Because no changes had been made to the system for inventory
procedures, this prior audit finding is repeated (see finding 5).

We interviewed key title and registration personnel, including county clerk office personnd, to

gan an understanding of controls over revenue. We aso interviewed county clerk personnd to
determine whether levels of access to the motor vehicle title and regisiration system were gppropriate.
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A sample of 25 counties was sdlected for registration and title testwork. Remittance reports of
title fees were tested for timely submission, adequate documentation, and reconciliation of daily invoices
with revenue collected. Renewd regidration transmittal reports were tested for timey submisson and
adequate documentation. This testwork indicated a need to repesat the prior audit finding (see finding
6).

A sample of 60 title and regidration fee refunds was tested for prompt processng. This
testwork indicated that refunds were processed promptly.

The procedures for reporting to the Department of Revenue information on the sales of various
clases of license plates were discussed with title and regigtration personnel.  The system used to
generate sdes data produces unreliable information and was inadequate (see finding 7).

5. Controls over the reconciliation of motor vehicle plates and decals with revenue are
inadeguate

Finding

As noted in the previous five audits, the Motor Vehicle Title and Regigration Divison (MVD)
does not reconcile inventory reports of didtributions of vehicle plates and decds with the revenue
received from the county clerks for sde of these items. Management concurred with the prior finding,
dating that the new motor vehicle computer system will include an inventory of license plates and decds
that can be reconciled and that a manua reconciliation would be impossible. Additionaly, management
dated that the Internd Audit divison would reconcile remittances from the county clerks with county
inventories as time permits. Furthermore, management indicated that the department would continue to
diligently seek and acquire quarterly inventory reports from al 95 county clerks until a central computer
system maintains and reconciles license plates and decals. However, based on the results of audit
testwork, no manua reconciliations were performed, the current computer system is gtill not capable of
performing inventory reconciliations, and the new system is not operationd.

If the MVD does not periodicaly reconcile remittances from county clerks with reductions in
each county’ s reported inventory, the department cannot be assured it has received dl the revenue it is
due. Furthermore, the reconciliation function is the responshbility of the accounting/fiscd office and is
not an internd audit function. Failure of accounting/fiscal personnd to reconcile these reports increases
the risk that funds may be misused.

Recommendation
The Director of the Motor Vehicle Title and Regigtration Divison should ensure that remittances

from the county clerks are periodicaly reconciled with each county’s inventory until the new motor
vehicle computer system isin place.
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Management’s Comment

We concur. We will attempt to reconcile remittances from the county clerks to their inventory
on asample basis until the new motor vehicle computer sysem isin place.

6. County clerk reportswere not submitted timely

Finding

As noted in the previous four audits, the county clerks did not submit reports of applications and
origina regigrations and reports of renewa regidrations to the Motor Vehicle Title and Regidration
Divison (MVD) in accordance with gpplicable laws. Management concurred with the prior finding and
dated that top management would continue to monitor the submisson of reports to the divison.
However, reports are 4ill late, and the department has not consgtently notified county clerks of
delinquent reports.

The law relaive to when reports must be submitted differs for counties depending on whether
the county contracts with the state to issue titles. Section 55-6-105(3)(5), Tennessee Code Annotated,
requires noncontract county clerks to submit the reports within five days after the applications are filed.
However, contract county clerks are dlowed an additiona five days. Of the 95 counties in the State, 24
were noncontract counties at June 30, 2000.

Applications for title reports and origina regidration reports for 60 counties were tested to
determine if the county clerks had submitted reports on time.  Forty-five of the counties tested were
under contract with the State to issue titles, 15 were not. Nine of 45 contract counties (20%) and 3 of
15 noncontract counties (20%) had not submitted completed reports on time. The reports ranged from
1to5dayslate. Renewd regigration transmittal reports were tested for 60 counties to determine if the
county clerks had submitted reports on time. Section 55-6-105(a)(7), Tennessee Code Annotated,
requires each county clerk to “remit and report, not later than the tenth day of each month, to the
department al moneys collected” for renewd regigrations. Thirteen of 60 counties (21.67%) submitted
the report late. The reports ranged from 2 to 6 days late. The department may pendize the county
clerks as described in Section 55-6-105(b), Tennessee Code Annotated. However, none of the
reports tested were late enough to warrant a pendty (10 days late). Testwork aso reveded that the
divigon's Title and Registration Operations Manual isin conflict with Tennessee Code Annotated.
The Operations Manual states that any county clerk who is delinquent as much as five working days in
forwarding applications for certificate of title, the origind regidrations, transfers of regigtration, and
surrenders of regidration to the division, or as much as ten days in making a report, commits a Class C
misdemeanor. However, TCA 55-6-105(b) alows only two days before the report is delinquent.

According to TCA 55-6-105(b), “Any county clerk who is ddinquent as much as two (2) daysin

forwarding the applications for certificate of title, the origina copies of the certificates of regigration,
transfers of registration and surrenders of regigrations to the divison, or as much as ten (10) days in
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making the report hereinabove required to be made to the department, commits a Class C
misdemeanor. Each day conditutes a separate offense” The Department of Safety has the option to
take action againg the county clerks for falling to submit the required reports within the time frame
required by law. Tennessee Code Annotated, Section 18-1-303, states that “charges may be exhibited
to the court, in writing, by any person, and satisfactorily established by proof, the clerk having aright to
be heard in defense, and to an apped, as in other cases.”

Recommendation

The Director of the Motor Vehicle Title and Regidration Divison should continue to monitor
reports to ensure that they are filed timely and that county clerks are promptly naotified of any delinquent
reports. The commissioner should congder imposing a pendty for reports submitted over ten days late.
The director should ensure that the Operations Manual complies with TCA.

Management’s Comment

We concur. The Title and Regigration Divison continues to work with counties to encourage
them to submit timely title and regigtration reports to the divison. We will consider imposing a pendty
for reports submitted over ten (10) days late. The Title and Registration Operations Manua has been
amended to comply with T.C.A.

7. TheMotor Vehicle Title and Registration system does not produce reliable data and is an
inadequate basisfor the reapportionment of revenue collected from registr ation fees

Finding

As noted in a previous audit, the computer system used by the Motor Vehicle Title and
Regidration divison is inadequate in accumulating title and regidration fee information. As a result,
management had to make a $3,700,000 adjustment in the funds apportioned to the Department of
Transportation and other state departments.

During the fiscd year ending June 30, 2000, the Motor Vehicle Title and Regigtration divison
discovered that the amount of revenue accumulated by its Fund Accumulation subsystem was less than
the amount of revenue reported by the county clerks. The divison investigated and found that the
program had not been updated to reflect changesin severd plate classes.

The divison estimated the number of plates issued based on seasond fluctuations and logic. The

estimate was made in this manner because of the lack of reliable data stored in the system and the fact
that the system did not store enough information to cover the entire time period in question.
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The result of this work by the divison was a decrease of $3.7 million in the amount of revenue
apportioned to the Department of Transportation. The $3.7 million was reapportioned to other sate
departments. However, since the adjustment was based in part on information from the faulty system,
the accuracy of the regpportionments cannot be determined.

Recommendation
The divison should ensure that the system is updated to add new plates issued and delete
exiding plates that are discontinued. The divison should monitor leves of revenue to ensure that the
correct amounts are reported to the Department of Revenue for gpportionment.
M anagement’s Comment

We concur. System changes have been made to update the class code tables for new plates
issued and to delete class codes from the tables for discontinued plates.

We will continue to monitor levels of revenue to ensure that the correct amounts are reported to
the Department of Revenue for gpportionment.

PAYROLL AND PERSONNEL
Our objectivesin the area of payroll and personnel were to

determine whether evidence of job qualifications is obtained before an employeeis hired,

follow up on the prior audit finding concerning controls over the preparation of and review
of payroll time sheets to determine the reasons for employee overpayments reported to the
Comptroller’s Office,

determine whether overtime is paid in compliance with Generd Orders,

determine whether the department maintains a complete list of identification cards issued to
commissioned members, and

determine whether employees received performance evauations timely.
Twenty-five personnd files were reviewed for evidence of job qudification determinations being
made before an employee was hired. The files reviewed indicated that the determinations were made
and properly documented before an employee was hired.

We interviewed the department’s key human resources personnel to gain an understanding of
the procedures for preparing and auditing time sheets before they are entered into the payroll system as
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well as procedures for collecting overpayments from the department’s current and former employees.
This prior audit finding is repeated (see finding 8).

In order to determine whether overtime was paid in accordance with Genera Orders,
overpayments were reviewed to determine whether any of the overpayments were the result of incorrect
overtime payment caculations. None of the overpayments reviewed were the result of incorrect
overtime caculations.

Testwork was performed to determine if the listing of ID cards issued to commissoned
members was complete and up-to-date. The listing appeared complete and up-to-date.

A sample of 25 employees was tedted to determine if management had prepared timely
peformance evduations. This teswork indicaied that performance evauaions were not being
performed timely. Although a finding will not be taken, this weskness is reported to management in a
Separate | etter.

8. Controlsover payroll time sheet preparation are inadeguate

Finding

As noted in two prior audits, the Department of Safety does not have adequate controls over
the preparation and review of payrall time sheets. Management concurred with the prior finding and
dated that the Fisca Director would send correspondence explaining the importance of promptly
notifying the timekeeping section of dl personnd changes. Management adso stated that letters would
be sent to supervisors and their related directors or section heads if a personnd change was submitted
late. Management stated that procedures would be put in place to identify new employees to the
department and to verify leave baances if the employee transferred from another department. In
addition, management dated that payroll registers would be reviewed regularly to ensure accuracy of
personnd transactions, and a log would be kept of al overpayments and actions taken. These
procedures appear to have been put into place, and significant improvements in the amount and nature
of overpayments have occurred since the last audit. However, problems till exist.

Testwork reveded that the depatment made 19 overpayments, totaing $6,577.05, to
employees through June 2000, according to reports submitted to the Office of the Comptroller of the
Treasury. Six of these overpayments, totaling $1,390.68, have not been collected. Of these six, five
totaing $952.94 were made to separating employees, the remaining item totaing $437.34 was made to
an active employee who later filed for bankruptcy. The remaining overpayments were deducted from
active employees subsequent payroll checks.
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Recommendation

The Fiscd Director and timekeeping section should ensure that adequate controls are in place
for time sheet preparation. To prevent overpayments to employees, the Fiscd Director should ensure
that field supervisors promptly communicate personnd changes to the department’s Human Resources
Divison. Also, the Fisca Director should ensure that the payroll register is regularly compared to the
personnd  transaction ligings and that an agreement is made with former employees concerning
repayments. The Fiscad Director should also ensure that overpayments are monitored and that
gppropriate follow-up is made for those overpayments. Findly, the Fisca Director should ensure that
gaff review computer output for accuracy when information has been eectronicaly processed.

M anagement’s Comment

We concur. We will strengthen our efforts to ensure that personnd changes are properly
communicated to our Human Resources Divison. We will compare the payroll register to the personne
transaction lising on a regular bass. We will atempt to obtain written agreements with former
employees for payroll overpayments. We will closely monitor any overpayments and make a concerted
effort to collect such deinquent amounts.  Our gaff will carefully review data which has been
electronically processed.

CONTRACTS

The objective of our review of contract controls and procedures was to determine whether the
department approved the contract before the scheduled start of services.

We interviewed key department personnd to gain an undersanding of the department’s
procedures and controls over contracts. We reviewed a sample of approved contracts for the audit
period and determined that contracts were not approved before the contract period began, as discussed
infinding 9.

9. Thedepartment failed to approve contracts befor e the beginning of the contract period

Finding

As noted in the prior audit, the department alowed contract services to be performed before
proper gpprovas of the contracts were obtained. Management concurred with the prior finding and
dated that the Fisca Director would notify al sections within the department that contracts should be
initiated well in advance of the darting date of the contract. In addition, management dtated that
contract files would be reviewed to ensure that al sections were complying with this recommendation.
Testwork reveded tha sgnificant improvement has been made in the last haf of the audit period.

17



However, problems sill exist. Testwork results indicated that for dl 30 contracts tested for fiscd year
ending June 30, 1999, the contract approvas were not obtained before the beginning of the contract
period. The approvas were obtained from 16 to 266 days after the beginning of the contract period.
For fisca year 2000 contracts tested, 9 of 30 contracts were not approved in advance of the beginning
of the contract period. The approvals were obtained from 7 to 196 days after the beginning of the
contract period.

Chapter 0620-3-3-.04(d)(8) of the Rules of the Department of Finance and Administration
dates that “upon approvd by the Commissoner of Finance and Adminigration, [the contract] shal be
an effective and binding contract.” If contracts are not approved before the contract period begins and
before services are rendered, the state could be obligated to pay for unalowable services.

Recommendation

The department’s fiscal director should continue to ensure the contract process is initiated far
enough in advance to dlow the contract to go through the proper channels of approva. Proper
personnel should approve contracts before the beginning of the contract period. Also, supervisory staff
should perform regular monitoring to ensure compliance with the contract process. The department’s
fiscd director should encourage potential contractors to return contracts promptly for find processng
and should follow up on contractors failing to return the contract documents timely.

M anagement’s Comment

We concur. We will continue to monitor contracts to ensure that they are received and
approved in atimey manner. We will urge our section heads to initiate the contract process far enough
in advance to dlow the contracts to go through the proper channds of agpprova. We will ensure that
the contracts are properly approved before the beginning of the contract period. We will encourage
potentid contractors to return their contracts promptly and will follow up on contractors failing to return
thelr documentsin atimely manner.

EQUIPMENT
Our objectivesin the area of equipment wereto
determine whether the list of equipment assigned to the department represents a complete

and accurae listing of the assets physicaly on hand, including equipment a driver’s license
testing stations and county clerk offices;

determine whether equipment is adequately safeguarded; and
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determine whether proper procedures are followed concerning lost or stolen equipment.

Our work in the area of equipment conssted of sdecting a sample of equipment reported at the
Driver's License Testing Stations and the County Clerks Offices as well as items at the department’s
Naghville facilities and physcdly verifying the location, description, and state tag number of the items.
Numerous items sdalected for testwork could not be located. This appears to be the result of inadequate
procedures for adding and deeting equipment from the department’s equipment listing as wel as
inadequate procedures for changing equipment location.

Furthermore, department personnd exhibited a lack of concern for proper accountability over
equipment. Theseissues are included in findings 10 and 11.

In addition, physca security over equipment was assessed for adequecy. Items at the
department’ s warehouse facility did not appear to be physically secure. Thisisincluded in finding 10.

Procedures regarding lost or stolen equipment were evaluated for adequacy and appeared
adeguate.

10. Department personnd exhibit lack of concern for accountability over equipment

Finding

As evidenced by the problems noted in finding 11, the Department of Safety personnd in
locations across the state have been insengtive to the need for internd control and accountability over
the department’ s equipment.

Due to problems noted with the department’s annua inventory that was taken by department
personnel after the end of the audit period, auditors performed additiond testwork to substantiate the
location of equipment that had been noted as missing when the inventory was teken. The auditors found
that the department was not maintaining proper documentation for equipment transferred to other
locations or for obsolete or damaged equipment that was surplused.  See finding 11 for specific details
regarding the results of the testwork.

Discussions with department personnel at the driver’ s license stations also reveded that many of
the personnel seemed unaware of proper policies and procedures regarding the equipment. Discussons
with personnel at the department’ s Charlotte Avenue warehouse revedled that the warehouse personnel
did not know the location of the equipment items assigned to the warehouse and did not believe they
were respongble for those items. Testwork at the warehouse facility aso reveded that the facility did
not appear to provide adequate safeguards for the computers and related equipment stored there. The
auditors noted that severd computers and printers were stacked near a large door at the front of the
warehouse. The door is large enough to accommodate an automobile, which raises the concern of
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physical security. The warehouse has secure wire-enclosed storage areas insde, but these secure areas
contained only paper. In addition, the warehouse did not have an adequate fire protection system or a
climate-controlled environment for computer equipment stored there.  Warehouse personnd further
stated that they had no record of the computers and printers currently stored and no record of items that
had been ddivered or removed. Apparently these items were purchased between February and June
2000 and, as of the end of fieldwork, have not yet been indaled. Management indicated that they did
not have enough gt&ff to ingtal the computers timely.

Also during the course of testwork, the auditors determined that computers and related items
are routindy moved from the centra receiving point to the Information Technology divison before being
assigned to the permanent department location. Testwork reveded that these equipment items that are
routingly removed from the department’ s central receiving facility and moved to ether the warehouse or
the Foster Avenue facility are moved without documentation. Items are dso moved from the
warehouse and the Foster Avenue facility to other locations without documentation.

Although the Department of General Services and the Department of Safety have policies and
procedures for personnd in mantaining proper control and accountability over equipment, the
department has not followed these procedures. The department’s inventory records are inaccurate
because location changes and other events are not properly documented. Failure to follow prescribed
procedures aso increases the risk of items being stolen or misappropriated without detection. In
addition, inventory vduations may not be proper because of the inaccuracies in equipment
recordkeeping.

Recommendation

The department’s property officer should immediately inform al department personnd of the
necessity of critica interna controls and accountability for the department’s equipment.  The property
officer should follow up the most recent inventory of equipment and ensure that dl proper
documentation is maintained and that the Property of the State of Tennessee (POST) system is updated
immediady.

M anagement’s Comment
We concur. Correspondence will be distributed to al section heads describing the importance

of internd controls and accountability for the department’s equipment. Our property officer will follow
up the most recent inventory of equipment to ensure that proper documentation is maintained and POST

is properly updated.
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11. Controlsover equipment are inadequate

Finding

During the audit period, the department did not maintain proper accountability over equipment.
The Property of the State of Tennessee (POST) manud, Appendix C, contains guiddines for
safeguarding and accounting for equipment. However, the department did not adhere to the guidelines.

The testwork performed a the department’s Nashville facilities resulted in errors for 9 of 25
equipment items tested (36%0). The following weaknesses were noted:

Of the 9 items, one item (4%) was at alocation other than what was shown on POST.
One item (4%) had an incorrect description on POST.

Two items (8%) were transferred without documentation.

One item (4%) was surplused without documentation.

Four items (16%) could not be located.

One of the four items not located was a computer a the Tennessee Law Enforcement Training
Academy (TLETA). The auditor matched tag numbers, but the serid number for that tag number on
POST was not the serid number on the equipment at the school. Further investigation by the auditor on
the location of the computer reveded that the old computer listed on POST was gpparently traded in
for the new computer located at the facility. The vaue of the old item on POST was $18,446. Further
discusson with department personnd indicated that the origind value of $18,446 ingppropriately
included dl equipment and software that was to be used with the computer itself. The vaue of the new
item on POST, according to invoices obtained by the auditors, was $2,199, which adso included the
cost of a monitor and two days of related training. In addition to the vauation problem, there was no
documentation to support the trade-in.

The testwork performed at selected driver’s license stations across Tennessee resulted in errors
for 11 of 76 equipment items tested (14%). Equipment at the driver's license gations is often moved
without documentetion; therefore, physicad locations often do not match POST. The following
weaknesses were noted:

Eight items were & alocation other than what was shown on POST.

Two items were logt in a flood and replaced without documentation. These items were a
CPU-microcomputer and eye testing equipment.

Oneitem, aprinter, was removed from afacility with no documentation.
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Additiond testwork was performed at the warehouse on Charlotte Avenue and at the Title and
Regidration facility on Vantage Way. Of the 30 items tested at the warehouse, 7 (23%) could not be
located.

Of 30 items tested at the Title and Regidration facility, 3 items (10%) could not be located.
Two of these items, according to Title and Regigtration personnel, were en route to county clerk offices.
However, this could not be verified. The location of the third item was unknown.

As noted in finding 10, athough the Department of General Services and the Department of
Safety have policies and procedures for personnel in maintaining proper control and accountability over
equipment, the department has not followed these procedures. The department’ s inventory records are
inaccurate because location changes and other events are not properly documented. Failure to follow
prescribed procedures aso increases the risk of items being stolen or misappropriated without
detection. In addition, inventory vauations may not be proper because of the inaccuracies in equipment
recordkeeping.

Recommendation

Management should follow established policies and procedures for equipment. A thorough
annua inventory (which includes verification of serid numbers) in each department should be completed
and sent to the property officer, and any discrepancies should be reconciled with POST. Any
transferring or surplusing of equipment should be documented and reported to the property officer.
Items lost or stolen should be reported to the property officer, and supporting documentation should be
obtained. Items should be adequatdly safeguarded, which includes storing items in aress that are
physicaly secure and have the proper environment for storage.

M anagement’s Comment

We concur. It is the intention of management to follow established policies and procedures in
order to maintain an accurate accountability over equipment. Any discrepancies discovered during the
inventory process will be reconciled with POST. Proper documentation will be maintained for any
equipment which is transferred, surplused, log, or stolen. A change has dready been made in the way
this department tags new computer equipment.  All computer equipment which must first go to
Information Systems for loading of programs, etc., will be assigned to Information Systems and not the
actud divison for which the equipment was ordered. Information Systems will submit change ordersto
the department property office when equipment is relocated.

We will emphasize to dl personnel that equipment must be adequately safeguarded in a proper
environment. New equipment will be properly vaued at the time it is entered into POST.
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EXPENDITURES-ANALYTICAL PROCEDURES
Our objectivesin the area of expenditures were to determine whether

unusud or high-dallar travel payments needed further investigation,
unusud or high-dollar vendor payments needed further investigation, and
expenditures were reported in unusua object codes.

We reviewed a sample of State of Tennessee Accounting and Reporting System (STARS)
expenditure reports.  Our andytical procedures testwork included a review of supporting
documentation for unusua items to determine whether the expenditures were proper and were classified
properly into STARS. Items were adequately supported and were properly classified in STARS.

CELLULAR PHONES
The objectives of our review of cdlular phoneswere to

determine whether personnel have been assigned to authorize the use of cdlular phones,
determine whether assgnments of cdllular phones were reasonable,

ensure that cellular phone usage was monitored by the department for lengthy or non-
business-related cdls, and

determine whether the department had written procedures governing cdlular phone use and
related monitoring.

The department’s policies and procedures concerning cellular phone use were to determine
whether personnel have been assgned to authorize the use of cdlular phones.  Authorization
assgnments were included in the policy.

A liging of cdlular phone assignments was reviewed to determine whether assgnments of
cdlular phones were reasonable. Based on the review, assignments appeared reasonable.

A sample of cdlular phone users was sdected, and al applicable hills were reviewed for
evidence that cellular phone usage was monitored by the department for lengthy or non-business-related
cdls. No evidence of such review, including reconciliation of phone hills to phone logs, was noted.
This weakness was communicated to management in a separate | etter.

The department’s written procedures governing cell phone use and related monitoring were
reviewed and appear adequate.
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CONFIDENTIAL FUND
The objectives of our review of the confidentia fund wereto

determine whether gpprova for the fund was obtained from appropriate authorities,

determine whether expenditures from the fund were in compliance with established policies
and procedures and were sufficiently documented,

determine whether bank reconciliations were properly prepared and approved, and
determine whether accounting for confiscated money is gppropriate.

Key auditee personne were interviewed to determine whether gpprova for the fund was
obtained from appropriate authorities. Approva appeared to have been obtained.

A sample of expenditures was tested to determine compliance with established policies and
procedures.  Sufficiency of documentation was aso evauated. Items tested appeared to be in
compliance with established policies and procedures, and documentation appeared sufficient.

A sample of bank reconciliations was reviewed for proper preparation and agpproval.
Reconciliations appeared proper.

A sample of revenue transactions was selected from the schedule of confiscated money and
tested to determine whether the accounting was appropriate. Items tested appeared to be appropriately
accounted for.

FINANCIAL INTEGRITY ACT

Section 9-18-104, Tennessee Code Annotated, requires the head of each executive agency to
submit a letter acknowledging respongibility for maintaining the internd control system of the agency to
the Commissioner of Finance and Adminigration and the Comptroller of the Treasury by June 30,
1999, and each year thereafter. In addition, the head of each executive agency is also required to
conduct an evauation of the agency’s internd accounting and adminigrative control and submit a report
by December 31, 1999, and December 31 of every fourth year theresfter.

Our objectives were to determine whether

the department’ s June 30, 2000, and June 30, 1999, responsibility letters and December 31,
1999, internal accounting and adminigrative control report were filed in compliance with
Section 9-18-104, Tennessee Code Annotated;

documentation to support the department's evauaion of its interna accounting and
adminigrative control was properly maintained,
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procedures used in compiling information for the interna accounting and adminigtrative
control report were in accordance with the guidelines prescribed under Section 9-18-103,
Tennessee Code Annotated; and

corrective actions have been implemented for weaknesses identified in the report.

We interviewed key employees responsible for compiling information for the interna accounting
and adminigrative control report to gain an understanding of the department’s procedures. We dso
reviewed the supporting documentation for these procedures. We reviewed the June 30, 2000, and
June 30, 1999, responsibility letters and the December 31, 1999, interna accounting and administrative
control report submitted to the Comptroller of the Treasury and to the Department of Finance and
Adminigration to determine adherence to submission deadlines. To determine if corrective action plans
had been implemented, we interviewed management and reviewed supporting documentation as
consdered necessary.

We determined that the Financid Integrity Act responghility letters and internd accounting and
adminigrative control report were submitted on time with the exception of the responsibility letter for
June 30, 2000. This weakness is reported to management in a separate letter. Support for the internal
accounting and adminidrative control report was properly maintained, and procedures used were in
compliance with Tennessee Code Annotated. Corrective action was being taken on the weaknesses
noted.

SPECIAL INVESTIGATION

The department failed to properly approve secondary employment and failed to appropriately
supervise an employee working at home while the employee was on sick leave

On June 21, 2000, the Division of State Audit received information dleging that a Department
of Safety employee was dlowed to have secondary employment while on sick leave. On June 21,
2000, Divison of State Audit staff, in collaboration with the Department of Safety’s internd audit staff,
began areview of this matter.

The objectives of the review were

to determine the department’s internal controls over dlowing department employees to
work a secondary job while on sick leave;

to determine the nature and extent of any impropriety relating to the employee' s secondary
employment while on sick leave;

to report the results of the review to department management; and

to refer the reaults of the review to the Office of the State Attorney Generad and other
relevant state agencies, if necessary.
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The review included interviews with department staff, the employee dleged to be working a
secondary job while on sick leave, and officias from the Department of Personndl.

The review determined that department officials improperly approved the employee to work a
secondary job while the employee was on sick leave. The department aso failed to approve in advance
the employee’'s work a home while the employee was on sick leave and further failed to require
appropriate documentation of work performed at home. See findings 12 and 13.

12. The department allowed an employee on sick leave status to obtain secondary
employment

Finding

Department of Safety officids dlowed a department employee to obtain secondary employment
during the time the employee was on sck leave status. Department of Safety General Order Number
250, Secondary Employment, states that “ members who are on medical or other leave due to Sickness
.. . shdl not be permitted to work secondary employment.” The employee received payment of
$1,155.14 for teaching classes (one class during the fal semester of 1999 and haf of one class during
the spring semester 2000) a a community college.

The problem occurred because the department did not have in place a procedure to prevent an
employee on Sck leave gatus from obtaining gpprova for secondary employment.  One department
officid approved the employee' s Sick leave while another department officid approved his employment
a the community college. No comparison was made between the list of employees gpproved for
secondary employment and the list of employees on sick leave satus.

Recommendation

Management should implement aforma procedure to determine whether an employee who has
gpplied for secondary employment is on extended sick leave status. This review should be documented
and should include the name of the reviewer and the date of the review. The documentation should be
retained with the records pertaining to the employee s secondary employment. If an employeeison sick
leave status, secondary employment should not be gpproved. The department should also consider
taking disciplinary action againgt the employee.

Management’s Comment
We concur. Management will implement procedures to verify the leave status of an employee

who applies for contract secondary employment. The leave status will be documented to indicate the
name of the reviewer and the date. Such documentation will be included with the secondary
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employment contract. If the employee is on extended sick leave gatus, the contract employment will be
denied.

13. An employee on sick leave was paid for work at home despite a lack of formal advance
approval and alack of detailed documentation of work performed and hour s wor ked

Finding

The department employee noted in finding 12 was aso paid for work a home while on sick
leave datus in spite of a lack of forma approvad and a lack of detalled documentation of work
performed and hours worked. The employee claimed that he had worked at home on department
projects during his period of sick leave and requested payment from the department. The department
agreed to pay the employee for the hours worked that the employee could document even though the
employee had not maintained time records that showed the periods of work by day. Due to the lack of
documentation, the department paid the employee a lesser amount than the employee had originaly
clamed. The department paid the employee $2,859.85 (gross earnings due) for the employee’s at-
home work, including accrued annud, sick, and holiday leave. The payment was made as supplementa
pay rather than aregular payroll check.

On April 14, 2000, the department sent the employee a letter directing the employee to cease
any and al work for the department while the employee was on leave for medica reasons. The letter
stated that the employee’ s supervisor had not authorized the employee to work a home. However, the
letter stated that if the employee’'s manager accepted and acknowledged the work performed, the
department would pay the employee. Based on interviews with department personnel, the reasons for
paying the employee were that other department staff had asked the employee to perform work and
a0 that the employee had continued, while on sick leave, to perform regular job duties and related
work.

Recommendation

Management should authorize, in writing, work a home for employees on sck leave satus.
The work performed should be appropriately documented. The employee's time and attendance
reports should clearly differentiate between the employee's sick leave hours and regular work hours.
Supervisory staff should review the work performed and approve the employee's work hours. An
employee' s work-at-home hours should be shown on the employee's time sheets and should be paid
through regular payroll checks. Working a home while an employee is on extended sick leave satus
should not result in compensation made in any form other than aregular payroll check.

27



Management’s Comment

We concur. In the future, management does not anticipate that employees will be performing
work a home while on sick leave satus. However, in the event such work is performed, management
will authorize it in advance. The work will be appropriately documented and will be properly reviewed
and approved. Any such work performed will be paid through the regular payroll check.

OBSERVATIONSAND COMMENTS

TITLE VI OFTHE CIVIL RIGHTSACT OF 1964

Section 4-21-901, Tennessee Code Annotated, requires each dtae governmenta entity
subject to the requirements of Title VI of the Civil Rights Act of 1964 to submit an annud Title VI
compliance report and implementation plan to the Department of Audit by June 30, 1994, and each
June 30 theresfter. The Department of Safety filed its compliance reports and implementation plans on
June 20, 2000, and June 28, 1999.

Title VI of the Civil Rights Act of 1964 is a federd law. The act requires al dtate agencies
recelving federa money to develop and implement plans to ensure that no person shdl, on the grounds
of race, color, or origin, be excluded from participation in, be denied the benefits of, or be subjected to
discrimination under any program or activity receiving federa funds.

On October 15, 1998, the commissoner of Finance and Administration notified al cabinet
officers and agency heads that the Human Rights Commission is the coordinating Sate agency for the
monitoring and enforcement of Title V1.

A summary of the dates Sate agencies filed their annua Title VI compliance reports and

implementation plansis presented in the specid report Submission of Title VI Implementation Plans,
issued annually by the Comptroller of the Tressury.
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APPENDI X

Department of Safety divisons and alotment codes:

349.01
349.02
349.03
349.04
349.06
349.07
349.08
349.09
349.10
349.11
349.12
349.13
349.14

Adminigration

Driver's License |ssuance

Highway Patrol

Motorcycle Safety Education

Auto Theft Investigations

Motor Vehicle Operations

Driver Education

Law Enforcement Training Academy
POST Commission

Motor Vehicle Title and Regidration
Major Maintenance

Technica Services

CID Anti-theft
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