Contract Audit Updates

Contract Review Team Members
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October 15, 2024 Y
9 7
TENNESSEE
COMPTROLLER
TENNESSEE COMPTROLLER OF THE TREASURY OF THE TREASURY

H|

i,
TeNNESSEE
COMPTROLLER
TeNNESSEE COMPTROLLER OF THE TREASURY OF THE TREASURY

E———
2

Overview

* Audit Manual Updates

egation of Duties

* Auditor Inquiries
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Manuals
[P —

> Audit Manual

Internal Control and Compliance Manual

> E911 Manual

Confidential Drug Funds Manual

School Support Organizations Procedures
Manual

Internal School Funds Manual

Volunteer Fire Departments Financial
Reporting and Procedures Manual
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Section A — General Information

) £} Health
* Updated Wording
* Special Audit-Related Services
* Indemnification Clauses gt A i

* Comptroller Referrals

* Corrective Action Plan e Mot e e e

Carpaate Comptance O




Section C - Municipalities

* New Schedule
* Schedule of Internal
Receivables and
Payables

‘Schedule of ot Receivables and Payables

7
Section D — Special Purpose Governments
* Municipal Energy Authorities Guidance
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Section E — Section G —
Nonprofit Otrganizations Medical Waiver Program
* Updated Wording * Updated Wording
A)
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Appendix B -
Current Developments and Other Matters

* Municipal Chart of Accounts
* Cyber Security Finding
* New and Prior Legislation

* Current Developments
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Financiar REPORTING AND PROCEDURES MANUAL

) Tennessee Volunteer Fire
Cl'mﬁlssi'rm D ep artments

TROLL|
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Vorureer Fire DEPARTMENTS

Tennessee Volunteer Fire Departments

| Investigations |

Total
Amount
of d,

Waste,
and/or
Abuse

Total
Number
of

Reports

Total
Number
of

Criminal

Released Charges

268 $934,700
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Internal Control
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What is Internal Control?

* a process that is developed by the municipality to provide reasonable
assurance that the following categories of objectives will be achieved:
* Reporting — financial reporting will be reliable;
* Operations — effectiveness and efficiency of operations; and
* Compliance — compliance with applicable laws, regulations, contracts and grant

agreements.
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Segregation of Duties

TENNESSEE COMPTROLLER OF THE TREASURY

or a lack thereof...
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How big of an issue is this?

* Municipalities — 42%
¢ Counties — 11.6%

* County related entities — 14.6%

'SCHEDULE OF DISPOSITION OF PRIOR YEAR FINDINGS

FOR THE FISCAL YEAR ENDED JUNE 30, 2023

e St
Zagssr
Sehodule of Disposition ofPrioe Yeas Comments
June 30,2023
Eindig Numbec Einding Tl Staus
2022.001 Repeated fois
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Corrective Action Plans

2023001 Secgregation of Ditics (Internal Control)

‘ontact person:
—

Planncd C4f  2023-001 Inadequate Segregation of Dutes - Significant Deficiency
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Anticipaicd] P i e To]| 2023081 Segregation of Duties - significant deficioncy
segregate i .
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Anticioated Conl
Gepartment 1o
staflis necessar]

Acticizaa] (923007 Segreoston o Duse
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How can we fix it?
Accounting & Auditing Informartion
« comptroller.tn.gov e
e,
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How can we fix it when receipting and
depositing?
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Purchasing — Requesting and Approval
—
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Purchasing - Payment

TENNESSEE COMPTROLLER OF THE TREASURY

Tasuiing Ch Stonthly Bank
Teceive.
Nen Payeall Open. and
3 Review
Post Chacks
k3 Perform
Weite Accounting Bank
Checks Records
Two.Person Office:
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Payroll
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Journal Entries

I 1 Entries and Transfers
| Review
| Prepareand Post Accounting
| Document the Jowenal Enteies Records
Journal Approve to Accounting for Proper
Entey Journal Entries Records Posting
Two Person Office:
Official X X
] [ X 3
|
I son Office:
Official I X XX
X X
T X X
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Reminders

* Update any written policies and procedures

* Discuss any changes with your auditor
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Required Inquiries
Planning

* Reporting Entity
* Component Units
* Related Organizations
* Compliance with laws, regulations, contracts and grant agreements
* What compliance requirements exist
* Have those been complied with
* Findings from previous audits or monitoring reports

* Praud risks #
TENﬁES EE
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Required Inquiries
Understanding Entity

* Understanding of Entity and Environment
* Entity structure
* Governance

* Understanding of Internal Control
* Control environment
* Risk assessment process
* Information system and communication
* Monitoring

* Control activities

TENNESSEE COMPTROLLER OF THE TREASURY
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Required Inquiries
Finalizing
* Going Concern
* Related Parties
* Commitments and Contingencies
* Subsequent Events

* Status of prior year Corrective Action Plans

TeNNESSEE COMPTROLLER OF THE TREASURY

72
TenNEssee

COMPTROLLER
OF THE TREASURY

29

Responsibility

¢ Internal Control

Information

* Supplementary Information fraud or error

]

* Nonaudit Services

TeNNESSEE COMPTROLLER OF THE TREASURY

Representation Letter

X 3) We acknowledge our responsibilty for the
* Required Supplementary design, implementation, and maintenance of
internal control relevant to the preparation and
fair presentation of financial statements that are
free from material misstatement, whether due to

. We acknowledge our responsibility for the
* Other Information design, implementation, and maintenance of
internal control to prevent and detect fraud.

72y
TenNEssee

COMPTROLLER
OF THE TREASURY

30

10



Representation Letter

5) We have no knowledge of any allegations of

fraud or suspected faud affecting the financial
Statements communicated by employees former
employees, reguistors, ot others

5) We have no knowledge of instances of

noncomplance o suspected noncompance
with provisions of laws. regulaions. contracts. or
grant agreements. or wasie or abuse, whoss
effects. should be considered when preparing
fnancial statements.

7) We have disciossd 1o you 8l known achial or

prepanng the financial statements

18) We have disclosed 1o you the names of the

related paries and 3l the related panty
relafionships and Wansactions. including any
side agreements

Inquiries

* Fraud

* Noncompliance

* Related parties

* Subsequent events

* Litigation, claims and ass

TENNESSEE COMPTROLLER OF THE TREASURY
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Representation Letter
GASB Statements

* Fiduciary activities

* Leases
* Conduit debt
* SBITAs

* Asset Retirement Obligations

27) We have appropriately identified. recorded. and
disclosed all leases in accordance with

GASBS No. 87

28) We have appropriately disclosed or recognized

condut  debt  obligations _and'or

certain

amangements associated with conduit debt
obligations in accordance with GASBS No 91

29) We have appropriately identified. recorded. and

disclosed  subscription-based

information

technology arrangements in accordance with

GASBS No 96

TeNNESSEE COMPTROLLER OF THE TREASURY
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Representation Letter
Financial Statements

Companents of net posion (nel investment in
capital assets. resticled, and unrestricted) and
dlasséicaions of fund balance (nonspendatle.

restricted, comminied, assigned, and unassigned)

are propedy classified and. # applicable.
approved

Investments. derivative instrument transacions.
and land and other real estale held
endowments. are property valued

) Expenses have been appropriately classified in

or allocated 1o funcions and programs in the
statement of activites, and alocations have
been made on a reasonable basis

) Revenues are appropriately classified in the

statement of activties within program revenues
general revenues, conibutions 1o term or
permanent endowments, o contrbutions o
permanent fund principal

Major funds

* Investments

 All material transactions are recorded

* Proper classification
* Revenues and CXPCHSCS
* Assets and liabilities
* Net position
* Fund balance

TeNNESSEE COMPTROLLER OF THE TREASURY

72y
TenNEssee

COMPTROLLER
OF THE TREASURY

33

11



Representation Letter
Audits and Investigations

21) We bt & roceus s Back 4 st of oulh

* Regulatory agency communications m...d e

ientibed 10 you any previeus suds,
fordrersdppumaterl s ] g
olater 0 e oijectves of e auct and whether
roised  recommendations | have | been

nted

* Audit findings and recommendations

* Investigations

have identiied 10 you any invessgations o
| procesdings that have been nBated wih

* Corrective action plans Foapeate B peded ehder welk

) We have provided owr views on reported

* Budget violations e s 74 e

well 55 out planned conmecive scions, for
ropont
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Representation Letter
Miscellaneous

* Component units properly included
- Tax asbatement agreements have been
r ey iy disclosed in the noles to the
* Estimates m's'.'- statements, including the names. of
all governments involved, the gross smount
* Guarantees and specific taxes abated. and addtional
‘commitments

* Modified Infrastructure

* Pension/ OPEB We believe that the actuarial assumptions
and methods used to measure pension and

« Tax abatements OPEB fiabiiies and costs for fnancial
accounting purposes are appropriate in the
circumstances.

* Federal representations
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Contact Information

S )
Lori Cantrell Sue Ann Odom CMFO }
Contract Audit Contract Audit

Review Specialist Review Specialist
Division of Local Division of Local @
Government Audit Government Audit }

615-401-7936 615-401-7738 )
Lori.Cantrell@cot.tn.gov  Sue.odom@cot.tn.gov B

L
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