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September 25, 2012 
 

 
 
Board of Directors 
Upper Cumberland Human Resource Agency 
580 South Jefferson Street, Suite B  
Cookeville, TN  38501 
 
Ladies and Gentlemen: 
 
 The Comptroller of the Treasury, Division of Investigations, has conducted an 
investigative audit of the Upper Cumberland Human Resource Agency which focused on the 
period January 1, 2010, through December 31, 2011. However, when warranted, this scope was 
expanded.  
 
 Presented in this report are the findings resulting from this investigative audit. Copies of 
this report are being forwarded to Governor Bill Haslam, the State Attorney General, the District 
Attorney General, certain state legislators, and various other interested parties. A copy is 
available for public inspection in our office and may be viewed at www.comptroller1.state.tn.us. 
 
      Sincerely, 
       

       
      L. Rene Brison, CPA, CFE, Assistant Director 
      Division of Investigations 
 
LRB/RAD 
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INVESTIGATIVE AUDIT OF SELECTED RECORDS OF THE 
UPPER CUMBERLAND HUMAN RESOURCE AGENCY 

FOR THE PERIOD JANUARY 1, 2010, THROUGH DECEMBER 31, 2011 
 

 
CASE SUMMARY 

 
 
The Comptroller’s Division of Investigations performed an investigative audit of selected 
records of the Upper Cumberland Human Resource Agency. The audit focused primarily on the 
period January 1, 2010, through December 31, 2011; however, when warranted, the scope was 
expanded. The investigation revealed the following:  
 
 Agency funds were used for expensive meals, entertainment, and alcoholic beverages for 

employees, board members, and guests.  
 

 Agency files did not have adequate documentation for credit card disbursements. 
 

 The agency did not have comprehensive written polices related to travel and credit card use.  
 

 The agency engaged in several questionable financial transactions involving its Lakeside 
Resort and Educational Training Complex.  
 

 The agency unnecessarily paid for multiple cell phones for some employees as well as 
OnStar subscriptions for staff members.  
 

 The agency paid two contract employees to work for a county government as an 
accommodation that was neither a part of any agency-wide program nor part of a written 
agreement. 
 

 All agency vehicles were not plainly and clearly marked as publicly funded vehicles. 
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INVESTIGATIVE FINDING 
 
 
 The agency derived the vast majority of its funding from the state and federal 
governments. Since human resource agencies are governmental entities specifically created as a 
matter of public necessity for public and governmental purposes, all funds should be spent in 
furtherance of their public objective. Therefore, the fiduciary responsibilities of the board require 
strict adherence to sound business and accounting practices. However, investigators identified 
transactions that did not appear to meet a public or governmental purpose. When agency 
management chooses to spend agency funds for nonpublic purposes, those resources are no 
longer available to fund public and governmental purposes.  
 
Questioned transactions are noted below: 
 
1. FINDING: Disbursements not for public purposes 
 

The investigative audit identified agency funds used for costly meals, alcoholic 
beverages, and entertainment that did not appear to further the public and governmental 
purpose of the agency. 
 
 Agency officials, staff, and guests made an annual trip to Washington, DC. The 

primary purpose of this trip was reportedly to meet with legislators. Agency records 
indicated that in March 2011, 30 officials, employees, and guests participated in a trip 
at a cost of at least $59,624 in public funds1. Included in that total was a group meal 
at the Capital Grille on March 28, 2011, costing the agency $3,370, and a group meal 

at 1789 Restaurant on March 30, 2011, costing the 
agency $3,384. [Exhibit 1] During that same 
Washington trip, the agency spent a total of $1,255 
for officials, employees, and guests to attend a 
performance at Ford’s Theatre, $289 for a visit to 
Madame Tussauds Wax Museum, and $284 for a 
visit to Mount Vernon. The total cost of the trip 
also included transportation to the restaurants and 
entertainment listed above. 
 
 
 
 
 
 
 
 
 
 

                                                            
1 One attendee reimbursed the district for the cost of his guests. 

Exhibit 1 
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 A review of agency credit card statements on file identified substantial restaurant bills 
charged to agency credit cards, as noted above. However, agency files did not contain 
complete and adequate documentation for many of these charges. Comptroller 
investigators obtained detailed information from vendors and found that these meals 
frequently included alcoholic beverages and that per person costs often exceeded the 
agency’s allowable travel rates. For example, on March 29, 2011, the agency spent 
$4,293 at the Oceanaire in Washington, DC, for 34 guests, more than $125 per 
person2. [Exhibit 2] Investigators also noted that the charges for these costly meals 
were usually split between two or more agency credit cards, presumably to conceal 
the actual cost of the meal. 

 
Exhibit 2 

 
 

                                                            
2 The U.S. General Services Administration CONUS (Continental United States) per diem rate for Washington DC 
was $71 per day. 
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 Agency staff made frequent trips to Nashville to meet with state legislators and other 
state officials during which they charged expensive meals and alcoholic beverages on 
agency credit cards. For instance, in February 2010, the agency spent $2,361 for 25 
guests at Morton’s Steakhouse. In August 2010, agency officials charged $85 for 
drinks in the bar at Morton’s Steakhouse before spending $807 for dinner for 7 guests 
in the dining room. According to agency staff, the purpose of several of the agency 
charges for meals and alcoholic beverages at the Nashville Morton’s Steakhouse were 
to entertain agency board members or state legislators. [Exhibits 3 and 4] 

 
 

 

 
 
  

Exhibit 3 
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Exhibit 4 
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 The agency used public funds to occasionally purchase alcoholic beverages from 
local liquor stores. [Exhibit 5] 

 

 
 
 
 

 
 
 

  

Exhibit 5 
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 The agency spent $9,734 for its annual meeting in October 2010, and $8,524 for a 
staff holiday party in December 2010. [Exhibits 6 and 7] 

Exhibit 6 
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Exhibit 7 

 
 

 

For brevity, pages 2 and 3 of 
this invoice are omitted. 
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Section 13-26-105, Tennessee Code Annotated, states: 
 

(a) It is hereby declared that the agencies created pursuant to this 
chapter shall be a body, politic and corporate, and shall be public 
and governmental bodies acting as agencies and instrumentalities 
of the creating and participating counties and cities, and such 
agencies are declared to be for a public and governmental purpose 
and a matter of public necessity. 

 

Accounting and Financial Reporting for Not-For-Profit Recipients of Grant Funds in 
Tennessee, Section 6-1, states: 
 

The objectives of internal control systems used in administering 
financial assistance programs are to provide management with 
reasonable, but not absolute, assurance that, in your organization’s 
program: (1) resource use is consistent with laws, regulations, and 
policies; (2) resources are safeguarded against waste, loss, and 
misuse; and (3) reliable data are obtained, maintained, and fairly 
disclosed in reports. 
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INTERNAL CONTROL AND COMPLIANCE DEFICIENCIES 
FINDINGS AND RECOMMENDATIONS 

 
 

 Below are the findings and recommendations related to internal control and compliance 
deficiencies noted during the investigative audit that we believe warrant the attention of the 
Upper Cumberland Human Resource Agency Board of Directors. These findings were presented 
to the executive director, and other officials. 
 
 
1. FINDING: Lack of adequate documentation  
 

As noted above, many charges to the agency credit card did not have adequate supporting 
documentation. In many instances, the receipt showing itemized restaurant charges was 
not included in agency records. Instead, only the nonitemized, signed charge slip was 
included in the files.  
 
Accounting and Financial Reporting for Not-For-Profit Recipients of Grant Funds in 
Tennessee, Section 5-1, states: 
 

You will need to maintain four types of records: (1) written 
policies and procedures such as personnel policies, travel policies, 
and purchasing policies; (2) supporting documentation such as 
prenumbered receipts, canceled checks, time sheets, invoices, and 
contracts, which support the books of account;… 

 
RECOMMENDATION: 

 
To document that each disbursement was for a valid agency purpose, the board should 
require that adequate supporting documentation is obtained and maintained for every 
expenditure. 
 
 

2. FINDING: Failure to comply with travel policy  
 

During a trip to Washington, DC, in March 2011, officials violated the agency travel 
policy when they paid $5,213 for two group meals on the same day, almost $175 per 
person. The agency travel policy allowed officials and employees to be reimbursed at the 
U.S. General Services Administration CONUS (Continental United States) per diem rates 
for meals3. These two meals cost the agency 2½ times the maximum daily authorized rate 
per traveler. As noted in Investigative Finding 1, agency officials also charged other 
meals to agency credit cards that far exceeded the maximum authorized per diem rate. 
 
 

                                                            
3 The U.S. General Services Administration CONUS (Continental United States) meals and incidental expense rate 
for Washington, DC, was $71 per day. 
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RECOMMENDATION: 
 
To help ensure that all agency funds are used only for purposes for which the agency 
exists, the board should strictly enforce the agency travel policy.  
 
 

3. FINDING: Lack of comprehensive credit card policy  
 

The agency had not adopted a comprehensive, written credit card policy setting forth 
guidelines on permissible transactions, authorized users, etc. As noted in Investigative 
Finding 1, costly meals, as well as alcoholic beverages and entertainment, were charged 
to agency accounts and paid with public funds. 
 
RECOMMENDATION: 
 
To ensure all funds are used for allowable governmental or public purposes, and that only 
authorized, permissible charges are made on agency credit cards, the board should 
formulate clear, comprehensive credit card policies and procedures. 
 
 

4. FINDING: Questionable financial transactions related to Lakeside Resort and 
Educational Training Complex 

  
During the 15 years ended June 30, 2010, the agency subsidized its training and resort 
property, Lakeside Resort and Educational Training Complex [Lakeside], at least 
$1,696,928. Even though there appeared to be no effort to recover this financial support, 
the agency recorded this receivable as an asset on the financial records. In 2010, the 
agency wrote off the entire debt as uncollectable.  
 
During the 2006, 2007, 2009, and 2010 fiscal years, Upper Cumberland Human Resource 
Agency purchased gift certificates from Lakeside, totaling $123,200 for training events to 
be held in the subsequent year. The advance purchase did not appear to provide any 
benefit to the agency, other than Lakeside immediately recognized the revenue in the year 
the advance purchase was made rather than in the year that the service was provided. By 
doing so, it overstated the recorded profit for one fiscal year and understated the profit in 
the subsequent year. Such a practice is not in accordance with generally accepted 
accounting principles. 
 
RECOMMENDATION: 
 
To ensure fair and accurate financial information, the board should require that 
transactions are recorded in accordance with generally accepted accounting principles.  
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5. FINDING: Questionable use of agency funds 
 

The agency provided and paid for multiple communication devices for certain employees. 
Some employees had a cell phone, a smart phone, and a blackberry, all paid for with 
public funds. The agency paid for about 160 mobile devices at a total cost of $105,613 
during the 2011 calendar year4. Also, the agency provided subscriptions to OnStar for 
two agency vehicles, at a cost of $574 per year. 
 
RECOMMENDATION: 
 
To ensure that public funds are used for costs necessary to the governmental and public 
purposes for which the agency exists, the board should hire competent and capable 
employees who are conscientious in their management of agency money.  
 
 

 6. FINDING: Contract employees provided to one county government  
 

The agency contracted with and paid $4,194 to two individuals who provided clerical and 
maintenance services for Cannon County government in 2009 and 2011. However, these 
contracts were not part of any agency-wide program and there was no written agreement 
or contract with Cannon County outlining the duties and responsibilities of both 
organizations. In addition, no other local government was provided this benefit. 
 
RECOMMENDATION: 
 
To avoid the appearance of favoritism or special dealing, the executive director should 
prepare a comprehensive written agreement or contract whenever the agency provides 
services to selected governments which are outside any agency-wide program. To avoid 
the appearance of favoritism, these special considerations, written agreements and/or 
contracts should be approved by the board. 
 
 

7. FINDING: All agency vehicles not identified as publicly funded property  
 
Most of the agency passenger vehicles did not have an agency emblem or other marking 
plainly and clearly signifying they were publicly funded property.  
 
RECOMMENDATION: 
 
To reduce the risk that agency vehicles are used for other than agency purposes, the board 
should require that all agency vehicles have an agency emblem or other marking clearly 
identifying them as publicly funded property.  

                                                            
4 The agency reduced the number of cell phones provided to employees and had reduced its cell phone bill by almost 
$2,500 per month in 2012. 


