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The Legislative Audit Committee
of the Montana State Legislature:

Transmitted herewith is the report on the audit of the Crime Control
Division for the years ended June 30, 1975 and June 30, 1976.

The audit was conducted by Anderson, ZurMuehlen and Company, CPA's,
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SUMMARY OF RECOMMENDATIONS

As a separate sectlon in the front of each audlt report we include a
listing of all recommendations together with a notation as to whether
the agency concurs or does not concur with each recommendation. This
listing serves as a means of summarizing the recommendations contained
in the report and the audited agency's reply thereto and also as a ready
reference to the supporting comments. The full reply of the Crime
Control Division is included in the back of this report.

Page

The board's staff make inquiries of the Department
of Administration to determine how a more effective
use of SBAS might be best accomplished. 8

Ageney Reply:  Concur. See page 39.

‘ Bvaluate the information input to the in-house system
to ensure that no massive duplication of data bases
result, 9

Apency Reply:  Concur.  See page 41,

Develop a standard procedure under which subgrantees
would maintain their records of grant receipts and
expenditures, Additionally, the Supervisory Board
should require and enforce, primarily through field
audits, full reporting of all grant recelpts and
disbursements on a timely basis. 11

Agency Reply: Concur. See page 42.

Develop a property management control system to be
implemented by all grantees purchasing equipment. 13

Apency Replyr Concur., See page 44,

The Supervisory Board require all grantees to retro-
actively complete property records for all equipment
purchased under subgrants since the organization of
the board. 14

Agency Reply: Concur. See page 44.

The Supervisory Board institute an expanded program for
field staff to assist the subgrantees in the {imple-
mentation of an inventory system and that the field
staff work under the direction of the internal auditor
to physically observe equipment purchased by subgrantees
in all regions of the state. 14

Agency Reply: Concur. See page 44,




SUMMARY OF RECOMMENDATIONS (Continued)

The board's staff degign and implement a standardized
form of subgrantee reporting. The implementation of
the new format should require that subgrantees be

educated as to what is expected of them and appraised

as to why the information is required.

Agency Reply: Concur, See page 45,

The allocation of the $1,309.50 to the reciplents
newsletter be formally approved by the Supervisory
Board., Additionally, it is recommended that the
Supervisory Board develop o definitive policy with
regard to budget amendments to ensure that items
similar to this would require formal approval by
the Supervisory Board.

Apency Reply: Do not concur. See page 46.

In compliance with the board's stated polieies the
recipient should be notified that he must either
supply the board's staff with documentation
supporting his expenditures or refund to the board
monies received,

Agency Reply: Concur. Sce page 47.

The board's staff review the exceptions for possible
followup by the appropriate level of staff.

Agency Reply: Concur. See pape 48,

All copiles of the warrant and transfer warrant requests
should be signed so that responsibility can be fixed and

controlled at the board level.

Agency Reply: Do not concur. See page 48.

The accounting department duplicate pertinent documen-

tation forwarded to the Department of Administration,

that would not otherwise be retained.

Agency Reply: Concur. See page 49.

Payroll warrants should be received, listed and
distributed by someone other than the payroll
glerk,

Apency Reply: Concur. See page 50.
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SUMMARY OF RECOMMENDATIONS (Continued)

Page

W=2 forms prepared by central payroll at the end of each
vaear should be recelved, rvoviewed and distributed by an
offteer of the board. 22

Agency Reply: Concur. See page 50,

All employee time cards other than those of officers
of the board should be reviewed and approved by the
appropriate level of authority prior to submission
to the payroll clerk. 23

Ageney Reply:  Coneur.  See page 51.

The board's staff should post to the fixed asset inventory
log insuring that the period in which the item is
recoguizad for inventory purposes correspondes to the
period in which the expenditure is recognized for book
purposes. 23

Asency Reply: Concur. See page 51,

Employees who occaslonally become involved in loaning
equipment to other agencies should be made aware of
and be instructed to utilize the board's stated
procedures, Additionally, it 1is also recommended
that the acecounting department review the transactions
fueluded in the checkovt file on a semi~annual basis
tov ensure that it is belng utilized properly. 24

Agengy Reply: Concur. See page 32.
Implement a policy under which equipment owned by the
board must be maintained at the board's office when
not in use, 25

Agency Reply: Concur. See page 52,

initiate correspondence with the office of the Secretary
of State to alleviate this exeeption condition. 25

Apgency Reply: Concur. See page 53,

To reduce the chance of duplicate payment all paid
invoieces be so marked. 26

Apeney Reply: Partially concur. See page 54,

Remind employeces that there are reasons for following
procedures., 26

Apeney Reply: Concur. See page 54.
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Loepisiative Audlt Commitiee
of the Montana State Logislature

We have esamined the accompanying balance sheets of the Montana Board

of Creime Concrol as of June 30, 1970 and 1975 and the related statements
of prant revenue, expenditures and obligations and fund balances for the
yoears then ended.  Our examination was made in accordance with generally
acceopled auditing standards, and, accordingly, included such tests of
the accomnt fng records and such other auditing procedures as we consid-
ered necessary in the clreumstances.

As explained in Note 2 of the Notes to Financial Statemoents, the Knpd
overstiates Administrative Federal Funds Availlable and Award Obligas tnns
and Acerued Expenditures, Part~C.  As explained in Note 3 of the Notwus
to Finaneial Statements, the Board overstates Matchlng Recievables and
Administrative trant Reserve Balances., The Board overstates these
amounts to control subgrant revenue and expenditures and fulfill certain
report i requivements.  These overstatements are not in accordance wich
poneratly accepted aceountdng principles.

As explained In Note 4 of the Notes to Finaneial Statements, the Board
expenses travel advances.  In our opinion this results in an overstate-
ment of expenditures and an understatement of certain reserve balances,
and {6 not in accordance with generally acecepted accounting prineiples.

fn our opinion, because of the effects on the financlal statements of
the matters mentioned in the preending paragraphs, the balance sheets
amd statement of fund balances do not present fairly, in conformity

with penerally aceepted accounting prineiples, the financdal postiion
and fund balances of the Montana Board of Crime Control at June 30, 1976
and | 9 15 +

I'm our opinion, however, the statements of grant revenue and expenditures
and oblipations mentioned above present fairly the results of operations
of the Montana Board of Crime Control, exeept as indicated in Note 4 of
the Notes to Financial Statements, for the years ended June 30, 1976 and
1975 ia conformity with penerally aceepted accounting principles applied
on a consistent basis.

éi Iﬁé‘dﬂ"ﬁ )’f’ Wﬂ'é«a\— %

Holena, Montana
October 29, 1976

MEMBERS OF AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
MEMBER OF ASSOCIATED REGIONAL ACCOUNTING FIRMS
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GENERAL COMMENTS REGARDING THE

MONTANA BOARD OF CRIME CONTROL

The Montana Board of Crime Control was initially established by
Ixecutive Order of the Governor on Aupust 29, 1968. The Executive Ovder

outlined the basic Function of the Board as follows:

"IT IS HEREBY ORDERED that the Montana Law Enforeement
Planning Committee be herewith created and designated
as the sole State agency to administer funds, to ereate
plans and to otherwise exercise the functions required
under the said Omnibus Crime Control and Safe Streets

Act of 1968."

Ultimately, under exccutive reorpanization, the Board was statue

torily ereated in Section 82A-1207, R.C.M. 1947:

"(1) The administratively ereated apency known as the
povernor's crime control commission is hereby created
by law as the board of erime control, and its functions

are outlined."

The Supervisory Board is composed of sixteen (16) members appointed
by the Governor. The Supervisorv Board's membership is representative of
state and local law enforcement agencies and units of general local povern=
ment. The Board's primary role is supervisory in nature since it oversces

the development of the Comprchensive Plan and its implementation. The



Comprehensive Plan is approved by the Board as are all programs funded
within the Plan.

The State Planning Ageney (8PA) is a staff of professional planners
and rescarchoers responsible for the development and implementation of
the Comprohensive Law Enforcement Improvement Plan as approved by the
Board of Crime Control, The ovujective and purpose of the SPA is to
develop innovative approaches to law enforcement dmprovement and provide

funding fncentives to carry out these programs.

The Board's operations are funded by the Federal Government through
the Law Enforceament Assistance Administration and appropriations by the
State of Montana, Subgrants approved by the Supervisory Board to quali-
fied recipients are funded by the two previously mentioned sources plus
a contribution or match by the recipient. The maximum subgrant funding

ratio established by the Federval Government is:

907 Federal
5% Stato
3% Loeal

éggé Tatal

The actual funding ratio, as approved by the Supervisory Board with

4

in the aforementioned limitations, <waries from subgranu to subgrant.



The programs funded by the Supervisory Board vary preatly, depend-
ing on state and local needs and problems. Examples of major areas of
involvement and actlon includes the creation of a viable law enforcement
communications network. Police Departments and Sheriff's Offices through-
out the State now have a modern tool which has dmproved their function
greatly. This tool is the necessary link between the police officer on
the strect and others who provide supporting roles. Prior to the cre-
e%idn of the Board and its funding capability, car to car communication
or even car to Department base station was quite weak. In stress situ-
ations the officer was too often placed in jeopardy due to his inability
to contact other units and request assistance or advise on the nature of
the situation. This gap in communications has reversed itself to the
point where quality communications equipment is now available to at
least 907 of all law enforcement personnel workiug in the criminal
justice system. Further examples of the Board's involvement are the Law
Enforcement Teletype System and the Law Enforcement Academy. At the
time the Board became involved, both programs were on-going, but they
were minor programs or part-time ventures. The Teletype System, offer-
ing hard copy communications between police agencies and the national
hook-up to the Crime Information Center in Washington, D.C., was quite
limited in scope until restructured with funding incentives from the
Board. Presently, it covers all of the major cities and counties of the
state, and has been improved to provide faster information processing.

In this regard, the major achievement was to centralize the coordination




of Lhe system in a state agency having the capability of providing

cont inuity in overall development and control. The Law Enforcement
Academy was basically a part-time venture, although instruction offered
was of a quality nature. Again, funding incentives of the Board has
created a full-time law enforcement training program. The Academy, now
a unit of State Government, has a full-time profes' lonal staff, pro-
viding training programs in all fields and components of law enforce-

ment.

In May 1976 we entered into a contract with the Office of the
Legistative Auditor under which we would perform financial compliance
examinat ions of the Montana Board of Crime Control for the fiscal years
ended June 30, 1976 and 1975. Most of the field work was performed at
the Board's office in Helena. Field work relative to the examination of

spuecific subgrantees records was performed at:

Big Timber Folice Department

Billings Police Department

Carbon County Sheriff's Office

Department of Institutions

Department of Justice - Prosecutor Training Coordinator
Hill County Probation Officer

Hill County Sheriff's Office

Judith Basin County



Lewis & Clark County Group Home
Missoula Police Department
Missoula County Sheriff's Office
Montana Bar Association

Powell County Attorney

Sweetgrass County Sheriff's Office

Yellowstone County Sheviff's Office

During the course of our examination, a numher of exceptions in the
areag of recording transactions, internal accounting control, management
reporting and efficiency and the accounting records of subgrantees were,
noted.

AUDIT FINDINGS AND RECOMMENDATIONS

MAJOR RECOMMENDATIONS

As a result of our examination, a number of wmajor rccommendations
have been formulated concerning the Board's accounting system, grant
management data and subgrantees recordkeeping systems, fixed asset
controls and repo.ts. It ig our opinion that the implementation of
these recommendations will result in inereased efficiency and reduce the

possibility of compliance violations.

MANUAL RECORDKEEPING SYSTEM

The Board relies on a manual accounting system for recording trans-

actions. This system, implemented during the formative stages of the




Board's existence, can no longer efficiently meet the finanical and
management reporting requirements of the Board. This deficiency is not
a result of poor administration of the existing system, but rather of
the tremendous growth in both dollar and program volume experienced by
the Board during the past several years. The existing system cannot
generate on a timely basis, information required by project managers and
subgrant administrators to allow them to critically review their oper-
atlons and render objective evaluations necessary for efficient manage-
ment. Symptomatic of the existing system problems is that it takes 3 to

4 days to post a month's transactions to the general ledger.

All cash transactions recorded on the books of the Board are also
recorded on the State Budgeting and Accounting System (SBAS). Theo~
retically, SBAS should be able to replace the existing manual system
because it was designed to serve as an integrated accounting/management
reporting system. Unfortunately, the information input to SBAS by the
Board's staff is not presently organized and coded in such a manner that
comprehensive reports can be prepared from information within the system.
As a part of our examination, inquiries were made of other state
agencies who use SBAS. One agency with grant reporting problems similar

to those of the Board has replaced their manual system with SBAS.

RECOMMENDATION

Based upon the results of our examination and of inquiries made of



other state agencies with similar reporting problems, it is our opinion
that a substantial portion of the Board's recordkeeping requirements can
be fulfilled by 8BAS. It is our recommendation that the Board's staff
make inquiries of the Department of Administration to determine how a more
effective use of SBAS might be best accomplished. We feel that a great
deal of time and effort will be required to accomplish this transition.
Even after the transition is completed the Board's staff may still be re-
quired to keep supplementary records prepared eilther manually or with the

Board's in-house computer capacity to fulfill all reporting requirements.

The implementation of the SBAS system will have a number of direct

benefits.
. The time devoted to recording transactions should be
reduced greatly, allowing accounting personnel more
time to deal with subgrantee reporting problems and
management reporting requirements.
. Alleviate the existing duplication of certain infor-
mation contained in the manual system and SBAS.
. Provide management with the opportunity of generating
meaningful reports by using the SBAS MK.IV programs.
. Eliminate the need of reconciling manually prepared

data with SBAS reports.

It was beyond the scope of our examination to determine the cost or




time required to changeover to SBAS. Such transition will encounter a
number of problems, however, to assist management in carrying out the
Board's long~term goals and objectives, the transition must be made,

since the existing system is outdated and cannot efficiently meet the

demands placed on it,

GRANT MANAGEMENT DATA

As indicated in the preceding point, the Board's accounting system
does not generate timely information for the efficient administration
of subgrants. To supplement the accounting system the Board's staff is
currently using an in-house computer terminal to control awards and cer-
tain statistical data. To some extent, this system duplicates infor-
mat ion contained in the manual system. The computer system has been
valuable to management because it has provided timely reports in a

usable format.

RECOMMENDATLON

As the Board changes to the SBAS system of accounting, they should
eritically evaluate the information input to the in-house system to
ensure that no massive duplication of data bases result. It was brought
to our attention that the Board's staff might be able to integrate the
in-house data base with the SBAS data base. This possibility should be
throughly investigated since it would result in a reporting capacity

limited only by the users imagination.




It is imperative that all data input to the in-~house system be
« - Coordinated through the financial department to ensure an orderly

transfer of data.

SUBGRANTEE ACCOUNTING RECORDS

All auﬁﬁyantees have attempted to use existing recordkeeping
systems for ;éporting to the Board. Many of the subgrantees do not
have adequate systems to reconcile receipt and expenditure records to
the actual reports submitted to the Board. Generally the recordkeep-
ing system for local govermments does not readily provide information
necessary for Board reporting. Some subgrantees have established
supplemental records to document receipts and expenditures of grant
funds. Without supplemental recordkeeping the subgrantees usually do
not have records which directly support expenditures reported. In
the case of one subgrantee, it was not possible to reconstruct their re-
cords to reach agreement with reported expenditures. Through the use
of a standardized reporting system the Board would receive more re-
liable reporting. In addition a direct audit trail would be estab-
lished to facilitate easier verification of the accuracy of the
reporting by auditors (either internal or outside contractors). A
uniform system would result in complete grant expenditure reporting
and would alleviate a problem of subgrantees not reporting expenditures
in excess of grant budgets, thereby resulting in more complete report-

ing to LEAA.

~10-



Within many of the localities receiving subgrants, there seems to
be confusion as to the personnel responsible for the preparation of
reports for submission to the Board. If a simple, standardized supple-
mental system was devised for the general use by the group it appears
certain that the Board would have better control over subgrant expen-
ditures and that this procedure would result in a greater degree of

aceuracy in reporting,

RECOMMENDATION

The Board's staff should develop a standard procedure under which
subgrantees would maintain their records of grant receipts and expendi-
tures. Additionally, the Supervisory Board should require and enforce,
primarily through field audits, full reporting of all grant receipts

and disbursements on a timely basis.
The implementation of this recommendation will result in subgrantee
reports conforming to the Board's reporting requirements and facilitate

the Boards processing of these reports.

SUBGRANTEE EQUIPMENT INVENTORY

Grant award letters condition the expenditure of funds for equip~
ment as follows: '"Equipment purchased with grant funds must be iden-
tified and incorporated inte an inventory system''. This condition is

obviously a necessary part of the subgrants in order to satisfy the

-11~



Federal Property Guidelines. These guidelines (Property Management

Standards, Attachment N of Cilrcular A-102; ref. M7100.14A, Appendix 9,

Part 5) are as follows:

e

.

The grantees' property management standards for nonexpendable
8

personal property shall also include the following procedural

requirements:

a)

b)

c)

Property records shall be maintained accurately and pro-
vide for: a description of the property; manufacturer's
serial number or other identification number; requisition
date and costy source of the property; percentage of
Federal funds used in the purchase of property; location,
use, and condition of the property; and ultimate dis-
position data including sales price or the method used to
determine currvent fair market value if the grantee reim-
burses the grantor agency for itg shares.

A physical inventory of property shall be taken and the
results reconciled with the property records at least
once every two years to verify the existence, curront
utilization, and continued need for the property.

A g;ntrnl system shall be in effect to insure adequate
safegu;rds to prevent loss, damage, or theft to the pro-
perty. Any loss, damage, or theft of nonexpendable pro-

perty shall be investigated and fully documented.

v
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d)  Adequate maintenance procedures shall be implemented to
keep the property in good condition.

¢) Proper sales procedures shall be established for unneeded
property which would provide for competition to the extent

practicable and result in the highest possible return."

Field audits of subgrantees revealed that the group taken as a whole
does not have or malntain a physical inventory system satisfactory to meet
the requirements set forth for Federal Property. The situation of having
no system whatavever was prevalent in all small cities, towns and counties
reviewed. Larger entities gave lip service to having an inventory system,
but there were indications that they had never reconciled records to an
actual physieal inventory. It appears that the Board cannot rely upon
the present accounting systems generally in use by local governments to
satisfy the requirements set forth in the Federal Property Guidelines.

Tt appears that the Board's staff should take actlon to develop a re~
quired inventory system to be implemented by all recipients purchasing
equipment with Board funding. Tt is apparent that this system will gen-
erally have to be maintained as a supplemental record to the accounting

svstems presently functioning within local government entities.

RECOMMENDATIONS

1. That the Board's staff develop a property management control

system to be implemented by all grantees purchasing equipment.

~13-



2, That the Supervisory Board require all prantees to retroactively
complete property records for all equipment purchased under sub=
grants since the organization of the Board,

3.  That the Supervisory Board institute an expanded program for
field staff to assist the subgrantees in the implementation of
an inventory system and that the field staff work under the
direction of the internal auditer to physically observe equip=

ment purchased by subgrantees in all regions of the State.

SUBGRANTEE REPORTS

During our exumination we performed field audits of the reports of
a number of subgranteces., It became apparent that there was a lack of
standardization in the manner in which subgrantees managed grant funds
at the local level. This inconsistency in management by the recipients
carries through to the reports that the various subgrantces prepare for
the Board. Additionally, the timeliness of the subgrantees reporting of
expenditures to the Board is not well controlled. In some cases the data
reported to the Board appeared to be haphazardly prepared by the sub-

grantee and reported to the Board at the subgrantee's convenience.

The Board is required by the LEAA to file certain reports with that
agency on a quarterly basis. Included within the information required is
the amount of expenditures made by the subgrantees during the reporting

period. As long as untimely and inconsistent data is submitted to the

~14=



Board by subgrantees the Board's staff will have a difficult time

rendering meaningful reports to the LEAA.

RECOMMENDATION

1t ig recommended that the Board's staff design and implement a
standardized form of subprantee reporting. The implementation of the
new format should regquire that subgrantees be educated as to what is
expected of them and appraised as to why the information is required.
It is our opinjon that the implementation of such o program will protect
the subprentees, since compliance errors which might trigger grant re=-

funds would be eliminated.

SUBGRANT RECORD BXCEPTIONS

During our examination of subgrant records at office and field

locations a number of exceptions were noted.

OFFICE EXCEPTIONS
LAWYERS SEMINAR

In October 1975 the Supervisory Board approved a grant to the Montana
Criminal Defense Lawyers Association to hold a seminar for defense attor=-
neys, The seminar was awarded $13,125. After the seminar was held the re-
cipient Indicated that $1,309.50 of the grant had not been spent. Officers
of the Board approved the recipients application to gpend this balance

on the reeipients quarterly newsletter. In this particular case the



question arises as to whether or not the authorization to spend the
$1,309.50 was merely a budget amendment or represented an expenditure
for a different purpose. If the expenditure was for a different pure
puse, Supervisory Board approval should have been obtained as all

subgrants in excess of $1,000 require formal Board approval,

RECOMMENDATION

1t 18 recommended that the allocation of the $1,309.50 to the
recipients newsletter be formally approved by the Supervisory Board.
Additionally, it is recommended that the Supervigory Board develop a
definitive poliey with repard to budpet amendments to ensure that items

similar to this would require formal approval by the Supervisory Board.

JUDGES SEMINAR

The Supervisory Board approved a grant to send a Supreme Court
Justiee to a seminar. The Justice wis issued a warrant, attended the
geminar and refunded unused grant monies. ‘The Board's staff closed out
the subsequent file without receiving invoices supporting the judges

expenditures. Two exception conditions were present in this prant.

. The Board's staff closed out the file without
receiving supporting invoices.
. The judge did not supply the Board with invoices

as required by the subgrant application,



RECOMMENDAT TUN

In compliance with the Board's stated policies the reelpient
ghiould be notified that be must cither supply the Board's staff with
documentation supporting his cxpenditures or refund to the Board

nontes received.

The Board's existing review procedures should have pointed out this
exceptfon,  All files are reviewed by Standords prior to lssuance of the
Final vertifteatton. It ig supgested that management review proecedures
with these employees to insure they understand the importance of thedr

vreview functlon.

FIBLD EXCEPLIONS
The rollowing cxceptions were observed during our examination of the
subgrantees records. These items have already been turned over to the
Board's staff for resolution.
1. In one county, no single official would assume the respongibil-
ity for preparing the expenditure report submitted to the Board.
In this case there was no reconciliation between county expen~
diture detail and the report submitted to the Board.
2, A sheriff's department processed a claim for payment of cquip-
ment purchased before delivery of the equipment. An expendi-

ture veport was filed indicating the grant was completed when

in faet, almost two thirds of the equipment had not been re-




&,

ceived, As of the audit date, two months after the authorized
completion date, the equipment had not been delivered to the
department .

A state ageney purchased a Tone Tnput system under Board fund-
ing, however, only a portion of the system was purchased under
an MBCC grant and the remainder was funded by the Agency.: 7t
would appear that the entire expenditure should have been
involved in the grant in order to increase the amounts re-
ported to LEAA for the local match., In our opinion, the
system purchased could only function taken as a whole and
therefore the entire purchase should have been reported show-
ing the Apency share as matcehing funds.

Documentation In one grant involving a consultants services
was weak. The grantees records did not provide any docu-
mentation supporting percentage of completion or acceptance

of performance which would be necessary for payment autho-
rization.

This grantee was also drawing down their award, even though
they were aware that the entire grant could not be expended.
In fact, they were encouraged by MBCC staff to draw the re-
maining award balance, apparently because the timeframe for
obligation of the Part C monies was to expire at June 30, 1976.
One County Sheriff department was very weak in compliance with

Board requirements. Of four grants reviewed, three were in

-18-




violation of established policies including the inventory

system deficiency.

a) One grant was a clear case of after the fact funding.
None of the equipment was ordered or received during the
grant duration.

b) One grant involved 1973 funds which were obligated at
June 30, 1975, but were not expended prior to September
30, 1975. Also, the calculated refund returned to the
Board was in error.

c) The third grant was not completed during the grant dur-
ation. The invoice date on the equipment purchased was
75 days after the duration expiration and payment was 141
days after the duration expiration.

6. One grant was not followed up by staff for compliance with
reporting requirements. The expenditure period ended August
31, 1975 and as of September 1976 the MBCC had not received an
expenditure report. Our audit revealed that the Board is due

a refund.

RECOMMENDATTON

We recommend that the Board's staff review the exceptions for

possible followup by the appropriate level of staff.

~19-




ACCOUNTING PROCEDURES AND CONTROLS

ADEQUATE DOCUMENTATTON

A number of exception conditions relating to the support of ex-
penditures were noted during the coursge of our examination. These
exceptions centered around the fact that certain original support docu-
mentation is transferred to the Department of Administration along with
the warrant request. Because of these exception conditions, we werce

required to increase the scope of our examination in certain areas.

SIGNATURES ON WARRANT REQUESTS

Copies of the warrant and transfer requests maintained at the
Board's office are not signed by the approving officer. Only the orig-
inal request which is forwarded to the Department of Administration isp
signed. The original warrant request is separated from the copies prior

to being signed.

REGOMMENDATTON

It is our opinion that all copies of the warrant and transfer war-
rant requests should be signed so that responsibility can be fixed and
controlled at the Board level. The implementation of this procedure

will provide for more complete documentation of transactions.

ORIGINAL EXPENDITURE SUPPORT DOCUMENTATION

In certain instances documentation supporting expenditures is for-
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warded to the Department of Administration without retaining a copy for
the Board's file, We encountered one instance where receipt of office
supplies was verified by the receptionist on the vendors original invoice,
per the Board's stated policy. That invoice was forwarded to the Depart-
ment of Administration and was not available at the Board's office for our

inspection. The duplicate invoices did not bear evidence of receipt.

RECOMMENDAT TON

The preponderance of the support files maintained by the Board's
gtaff contain adequate documentation to ensure that all the support files
contain all information required to adequately verify expenditures. It
is propoused that the Accounting Department duplicate pertinent documen-
tation forwarded to the Department of Administration, that would not

otherwigse be retained.

PAYROLL PREPARATION

Payroll preparation and personnel record maintenance functions are
performed by one payroll clerk. The payrolls prepared by this clerk are
reviewed by the accounting supervisor and approved by an officer of the
Board. After the payroll warrants have been prepared by Central Payroll
they are returned to the payroll clerk who distributes them. Unclaimed
warrants are maintained by this same clerk., Additionally, the payroll
elerk receives and distributes the employees W-2 forms at the end of the

year,
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RECOMMENDATION

Because of the relatively small number of employees of the Board
and the checks involved in the payroll preparation system, the fact that
the payroll functions are concentrated in one individual is not con~

sidered a major weakness, per se.

We feel that internal accounting controls surrounding payrolls
would be significantly strengthened if the following two procedures were
inplemented:

A, Payroll warrants prepared by Central Payroll should not
be returned to the payroll clerk. These warrants should
be received, listed and distributed by someone other than
the payroll clerk. This procedure would strengthen
controls surrounding payroll and present no hardship to
the Board in its implementation.

B. W-2 forms prepared by Central Payroll at the end of each
year should be received, reviewed and distributed by an

officer of the Board.

TIME CONTROL FOR PAYROLL PURPOSES

Individuals submit weekly time cards to the payroll clerk for hours
worked during éﬁa preceding week. These time cards are signed by the

employee but not by an approving supervisor.
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RECOMMENDATION

Tt is our recommendation that all employee time cards other than
those of officers of the Board should be reviewed and approved by the
appropriate level of authority prior to submissilon to the payroll clerk.
The implementation of this procedure should ensure that hours claimed

by employees do in fact represent hours worked.

FIXED ASSET TINVENTORY

The fixed asset inventory maintained by the Board's staff did not
reconcile to the general ledger at June 30, 1976 and 1975. This exception
existed because the period of posting to the fixed asset inventory control
log did not necessarily correspond to the period the expenditure was re-
cognized on the books. As a part of our examination we reconciled the

fixed asset inventory to the general ledger expenditures.

RECOMMENDATLON

In the future the Board's staff should post to the fixed asset in~
ventory log insuring that the period in which the item is recognized for
inventory purposes corresponds to the period in which the expenditure is

recognized for book purposes.

LOANING EQUIPMENT TO OTHER GOVERNMENTAL UNLTS

During our testing of the fixed asset inventory maintained by the

Board, we were unable to locate a movie projector or any documentation
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as to lts disposition. It was subsequently determined that the pro-
jector had been loaned out to another law enforcement agency and we

examined the projector upon its return to the Board.

The Board's staff has stated procedures relative to the loaning of
equipment to other agencles of government. It consists of a checkout
sheet signed by the borrower and maintained by the Board's receptionist.
It was noted that this system was last utilized in 1974. Recause of this
deviation from stated procedure, we expanded our scope in the testing of
the fixed assct inventory. No further exceptions relating to borrowed

equipment were encountered.

RECOMMENDATION

Those Board ewployees who oceasionally become involved in loaning
equipment to other agencies should be made aware of and be instructed to
utilize the Board's stated procedures. Additfonally, it is also recom-
mended that the accounting department review the transactions included
in the checkout file on a semi-annual basis to ensure that it is being
utilized properly. It is our opinion that the implementation of these

procedures will better safeguard the assets of the Board.

INDIVIDUALS CONTROL OVER EQUIPMENT

During our testing of the fixed asset inventory maintained by the

Board, we were unable to locate a pair of binoculars. It was determined
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that an employee had them in his pousession. The employee brought the

binoculars in and theilr existence was verified.

KEGOMMENDAT LON

The Board's staff should implement a policy under which equipment
owned by the Board must be maintained at the Board's office when not in
use. The institution of this policy would make equipment more available
for utilization by other employees and agencles and provide the accounting
department with criteria for determining an exception condition should

the asset not be avallable for utilization.

BOARD MEMBERSHIP

As a part of our examination, we confirmed the Supervisory Board's
membership with the Secretary of State. The list confirmed by the
Seccetary's office differed from that provided us by the Board., It was
determined that the listing maintained by the Secretary of State's office

was out of date.

RECOMMENDAT ION

The RBoard's staff should initiate correspondence with the office of

the Secretary of State to alleviate this exception condition.

CANCELLATION OF PATD INVOICES

Copies of paid invoices maintained by the Board's staff are stapled
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to the warrant claim. These paid invoices bear no evidence of cancella=

tion,
RECOMMENDATTON
To reduce the chance of duplicate payment, it is recommended that

all paid invoices be so marked.

SUBGRANT FILING CONTROL

The Board's staff has a stated policy under which the user is to
sign out all subgrant documentation removed from the Accounting Depart-
ment's files. During the course of our examination, we noticed several
instances where this procedure had been abused. Documents were not in

the files nor had they been checked out.

RECOMMENDATTION

Management should remind employees that there are reasons for
following procedures. In this particular case, time was wasted search-
ing for files rather than going directly to the user. All files sought

were eventually located.

IMPLEMENTATION OF PRTOR AUDITORS RECOMMENDATIONS

As a part of our examination, we reviewed the recommendations pro-
posed in the audit reports prepared by the Law Enforcement Assistance

Administration at June 30, 1974 and Anderson ZurMuehlen & Co. at June
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30, 1972, Based upon the results of this review and discussions with
various officers of the Board, it is our conclusion that the Board has
implemented or otherwise acted on all major recommendations contained in
the prior audits. Several points relating to specific subgrants are
still open, but the appropriate dction has been initiated. One point
concerning the allocation of administrative costs to grants is still
being reviewed by LEAA. A summary of major recommendations made by

prior audits and the Board's actilons follow:

RECOMMENDATION COMMENT
. The Board's by-laws be amended to . Accomplished

meet certain Federal requirements.
. That the Boavrd formally delegate . Accomplished
certatin responsibilities and fune-

tions within the SPA,

. That the Supervisory Board Chair- . The Chalrman and his secretary
man and his secretary be termi~- resigned. No compensation refund
nated and that a refund of com- was deemed appropriate.

pensation, as deemed appropriate,

be obtained.

. That the Board negotiate a . Accomplished
scttlement with the State Merit

System for SPA employees.
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RECOMMENDATION
« That the Board allocate more
time to the preparation of the

Comprehensive Plan,

» That the Board institute pro-
cedures that guarantee a timely
review of subgrant applications.

« That the Board reduce funding
ratios on continuing projects.

» That the Board institute a
checklist to insure technical
rompliance of subgrantee reports.
. That the Board adopt a wwitten
policy with regard to the pupr-
chase of fixed assets,

« Actual expenditures by subgrant-
ees should be supported by invoices.
. That the Board hire a field
auditor to review subgrantces
records.

. Exception conditions relating to

specific subgrants.

COMMENT

+ We reviewed the LEAA response to
the 1976 Planning/Budpet. The
reply was generally lauditory in-
dicating that the planning was well
organized and presented.

. Accomplished

« Accomplished

« Accomplished

. Accomplished

+ Accomplished

+ Accomplished

« Appropriate action initiated.
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RECOMMENDATTON

. That the Board develop a plan
for the equitable distribution of
administ rative costs for sub=
grants where the Board is the

reciplent.

COMMENT

COMMENT

. The Board developed and imple-
mented a plan. This plan was not
approved by LEAA. The Board is
developing another plan to meet
all gpecifications required by
LEAA,

We wish to express our appreciation to the Supervisory Board and

its gtaff for the cooperation and assistance we received while con-

ducting our examination. Additionally, we wish to complement the Board

for its positive attitude in dealing with certain problems that arose.
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BOARD OF CRIME CONTROL
BALANCE SHEETS
June 30, 1976 and 1975

R —— v S smmadessict .
S !

= Srr—— ey e

ASSELS 1976 1975
Cash In Treoasury
Actlon = General Fund $ 121,932 § 158,943
Avtion -~ Part C 10,574 3,640
Action - Part B 1,130 17,982
Discretionary 12, 327 1,006
Administrative 156, 2 110,253

e

N 21.1 " S91, 804
Fedoral Funds Available (Note 2)

Actton - Part C 2,049,204 2,410,300
Avtion = Part E 498,000 339,000
Diseretionary 670,120 566,&61
Juvenile 335,000
Administrative 287,193 “*MQQQLJSB
3 839, 517 3,898,319
Matching Receivables (Note 3) 62,909 40,181
Fixed Assets (Note 1) 65,655 56,873
128,564 97,054

§4,270,322  $4,287,197

LIABILITIES

Award Obligations and Acerued Expenditures (Note 2)

Acvtion = General Fund $ 23,673 $ 87,314
Action - Part ¢ 1,117,046 1,779,109
Action « Part E 96,664 162,513
Discretionary 682,446 567,467
Juvenile Acclon 54,365

1,974,196 2,566,403

Grant = Reserve and Fund Balances

Action - General Tund 98,256 58,274
Action - Part € 942,734 694,639
Action - Part E 402,466 194,470
Juvenile 280,635 -

Administrative (Notes 3 and 4) 506,380 716,538

2,230,471 1,663,921

Fixed Asset Fund e 85,655 56,873

$6,270,322  $4,287,107

G A

The Notes to Financial Statements are an integral part of these statements.
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BOARD OF CRIME CONTROL
STATEMENTS OF GRANT REVENUE
Years Ended June 30, 1976 and 1975

1976 1975
General Tund Actlons $ 75,300 $ 100,000
Part € Action 1,548,000 1,790,000
Corrections, Part B 264,000 192,000
Discretionaries 561,654 407,655
Juvenile 340,000 o
Support and Planning ...921,836 792,895
$3,710,790  §3,282,550

The Notes to Financial Statements are an integral part of these statements.
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BOARD OF CRIME CONTROL

STATEMENTS OF EXPENDITURES AND OBLIGATIONS
Years Ended June 30, 1976 and 1975

Expenditures
General Fund Action
Part ¢ Action
Corrections, Part b
Discretionaries
Juvenile
Support and Planning (Note 4)
Pixed Assets

Less Overmatch and Refunds
General Fund Action
Part G Action
Correction, Part E
Support and Planning

1976 1975
$ 85,274 $ 121,382
1,285,265 2,260,978
54,664 263,639
561,654 407,655

59,365 -
1,133,531 963,378
8,783 22,927
3,188,536 4,039,959

49,957 -
38,418 59,730
9,059 326
10,320 5,728
107,754 65,784
$3,080,782 $3,974,175

The Notes to Financial Statements are an integral part of these statements.

ANDERSON ZURMUEHLEN & CO.

CERTIFIED PUBLIC ACCOUNTANTS
A Y W N N



BOARD OF CRIME CONTROL
STATEMENTS OF TUND BALANCES
Years Ended June 30, 1976 and 1975

erees e i 4 BT S92 A T

Balance, June 30, 1974
Appropriations and grants

Less: Expenditures and obligations,
net of overmatch

Less: Refunded LEAA
Balance, June 30, 1975
Appropriations and graats

Less: Expenditures and obligations,
net of overmatch

Less: Refunded LEAA

Balance, June 30, 1976

3
o S 5

GLNERAL
FUND PARL G
ACTION ACTION
$ 80,112 $1,152,765
100,000 1,790,000
121,382 2,201,248
456 46,878
58,274 694,639
75,300 1,548,000
35,318 1,246,847
e 235038
S 98,256 S 942,734

S 40

PART E

§ 268,032
192,000

263,313
2,249

194,470

264,000

45,005

e 0 399

o a5

2,400

The Notes to Financial Statements are an integral part of these statemoents.
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FIXED

DESCRETIONARIES ~ JUVENILE  ADMINISTRATIVE TOTAL ASSETS

$ - $ - $ 904,219 $2,405,128 $ 33,946

407,655 - 792,895 3,282,550 -
407,655 - 980,576 3,974,174 22,927

- - - 49,583 -
- - 716,538 1,663,921 56,873

561,654 340,000 921,835 3,710,789 -
561,654 59,365 1,131,993 3,080,782 8,782

e - - 63,457 -

[y
I

$ 280,635 § 506,380  $2,230,471  § 65,655

i T w k L min
e
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MONTANA BOARD OF CRIME CONTROL
NOTES TO FINANCIAL STATEMENTS
June 30, 1976 and 1975

NOTE 1.

NOTE 2.

NOTE 3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. The Montana Board of Crime Control uses a modified acerual
method of accounting to record transactions. Undetr this
system grant revenues and expenditures are recorded in the
period in which they arc determinable.

B, Fixed assets are recorded at cost. No depreciation expense
or reserve for accumulated depreciation is reported in the
accompanying financial statements.

C. Program supplies are expensed when purchased. The Board
does not maintain supply.inventory records.

D. The Board does not accrue vacation and sick leave benefits
earned by employees.

FEDERAL FUNDS AVAILABLE

The Board's method of recording Federal Funds Available and Award
Obligations and Accrued Expenditures result in an overstatement
of both. Monies that the Board has awarded itself for the admin-
istration of certain qualifying projects, reported as Federal
Funds Available-Administrative, are also included in Federal Funds
Available - Part C. A similar duplication occurs when the Board
obligates the funds to itself and then to a specific project. As
a result of recording transactions in this manner, Federal Funds
Available-~-Administrative and Award Obligations and Accrued Expen-
ditures, Action - Part C are overstated by $68,833 and $89,136

at June 30, 1976 and 1975, respectively.

MATCHING RECEIVABLES

The Board's method of recording State matching funds results in

the overstatement of Matching Receivables and the Administrative
Grant Reserve Balance. The Matching Receivables and Administra-
tive Grant Reserve Balance are overstated by $62,909 and $40,181
at June 30, 1976 and 1975, respectively.
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MONTANA BOARD OF CRIME CONTROL
NOTES TO FINANCIAL STATEMENTS (CONT'D)
June 30, 1976 and 1975

NOTE 4.

NOTE 5.

NOTE 6.

TRAVEL ADVANCES

It is the Board's policy to record travel advances as a grant
expenditure in the period paid. At the end of a grant period
the balance is transferred to a successor grant., As a result
of this procedure, Administrative Fund Balances are understated
by $7,000 and $6,500 at June 30, 1976 and 1975, respectively
and Support and Planning expenditures are overstated by $500
and $1,100 for the years then ended.

COMMITMENTS

The Board's minimum future lease obligations at June 30, 1976
were:

1977 $ 48,240

1978 48,240
1979 36,180
$132,660

GRANT AWARDS

During the two year reporting period ending June 30, 1976 the
Board received the following grants from the Law Enforcement
Assistance Administration.

Grant Number Date of Award Amount

73~-P-08-0004 June 30, 1975 $ 21,000
75-DF-08~0005 Maxrch 5, 1975 49,660
75-pr-08-0009 Mareh 5, 1975 163,000
75-DF-08-0013 April 2, 1975 19,404
75-DF-08-0021 June 30, 1975 17,435
75-ED-08~0003 June 30, 1975 90,882
75-ED-08-0004 June 30, 1975 230,274
75-=55-08~0002 June 30, 1975 137,858
75~-TA-08-0001 June 30, 1975 7,625
75-JF-08-0030 August 29, 1975 200,000
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MONTANA BOARD OF CRIME CONTROL
NOTES TO FINANCIAL STATEMENTS (CONT'D)
June 30, 1976 and 1975

GRANT AWARDS (CONT'D)

Grant Number

76-DF-08-0012
76-Dr-08-0016
76-DF-08-0021
76-DF-08-0022

76+ ED-08-0003
76-ED-08-0008
76-J5-08-0002
76-TA~99-6020
76-NT1-~99-0004
75-A~530

75~E~530
76~JF~08~0030
76~TA-08-0010
76-PF-08-0030(S~1)
76-PF-08-0030
75-P~530(8-1)
75-P-530
76-AF-08-0030(5-1)
76-AF-08-0030
76-EF-08-0030(S~1)
76-LEr-08-0030
76-TA-08-0002(S~1)
76-TA-08-0002
76-DF-08-0027

Date of Award

January 2, 1976
January 8, 1976
April 26, 1976
June 3, 1976
November 14, 1975
June 3, 1976
August 29, 1975
Octuber 7, 1976
July 28, 1975
March 5, 1975
March 5, 1975
June 29, 1976
June 29, 1976
September 11, 1975
July 18, 1975
January 30, 1975
July 15, 1974
June 21, 1976
January 8, 1976
June 21, 1976
January 8, 1976
June 21, 1976
February 11, 1976
June 24, 1976

Amount:

203,800
142,000
40,000
151,948
140,985
65,121
15,000
17,560
10,000
1,627,000
192,000
200,000
18,900
285,000
83,000
266,000
83,000
16,000
1,390,000
100,000
164,000
2,500
7,500
57,846
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BOARD OF CRIME CONTROL
1336 HELENA AVENUE

‘ NW‘;;‘;'? ) HELENA, MONTANA 59601

\74.v$( TELEPHONE NO. 449.3G04

November 30, 1976

IN REPLY REFER TO

Mr. Morris L. Brusett SERTTT'
Legislative Auditox

Office of the Legislative Auditor

State Capitol

Helena, Montana 59601

Dear Mr. Brusett:
Enclosed is our response to the just completed audit
of this agency. The response format i1s in compliance with
your instructions.
I feel that the audit team was thorough and impartial
in its audit activities and that their findings are fair and
constructive in intent.
Thank you for the cooperation of your staff with this
agency, the contract auditors and the federal auditors moni-
toring the audit.
Sincerely,
BOi;EéfF CRIME CONTROL
Mike A. Lavin
Administrator

MAL / dmb

Enclosure

~38=



LEGISLATIVE AUDIT RESPONSE

RECOMMENDATION (page 7)

Based upon the results of our examination and of inquiries
made of other state agencies with similar reporting problenms,
it is our opinion that a substantial portion of the Board's
recordkeeping requirements can be fulfilled by SBAS. It is
our recommendation that the Board's staff make inquiries of
the Department of Administration to determine how a more
cffective use of SBAS might be best accomplished. We feel
that a great deal of time and effort will be required to accomp-
lish this transition. Even after the transition is completed
the Board's staff may still be required to keep supplementary
records prepared either manually or with the Board's in-house

computer capacity to fulfill all reporting requirements.

RESPONSE

The Board is in general agreement with the above recom-

mendation.

CORRECTIVE ACTION

Shortly after SBAS wag implemented, the Board of Crime
Control conferred with Management Systems to obtain information
with which to make a transfer from a manual accounting system
to a computerized system. The majority of the recommendations
made by Management Systems were adopted by the Board. At this

time, the Board utilizes SBAS to an extent where it satisfies
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all state accounting requirements. The manual system to which
the audit refers, has been maintained to accommodate Federal
reporting/accounting requirements. Though the Board did
attempt to adapt its manual system to SBAS in total, the re-
sults for Federal accountability were not satisfactory.

Currently, the financial section of the Board has plans
to expand its use of the SBAS System in certain areas of
Faderal accounting requirements. One segment of the Board's
accounting needs is not suitable to the SBAS System, as it
accumulates expenditure data from subgrant recipients and in-
corporates expenditures of local funds (county, city, etc.)
into the overall reporting spectrum.

In light of the recommendations made in the audit, the
Board will meet with other State agencies which are apt to
encounter similar accounting requirements and investigate these
agencies' use of SBAS. The Board has conferred with Management
Systems to determine whether a full transfer to SBAS is possible.
A plan for implementation is in the process of being developed.

As predicted in the audit, such a transition will be time-
consuming and will require considerable effort, Whatever can
be accomplished in this area will not alleviate the need for
manual controls and periodical reconciliations between State

and Federal transactions.
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RECOMMENDATION (page 9)

As the Board changes to the SBAS System of accounting,
they should critically evaluate the information input to the
in-house system to ensure that no massive duplication of data
bases result. It was brought to our attention that the Board's
staff might be able to integrate the in-house data base with
the 8BAS data base, This possibility should be thoroughly
investigated, since it would result in a reporting capacity

limited only by the users imagination.

RESPONSE

The Board is in general agreement with the above recom=-

mendation.

CORRECTIVE ACTION

The Board began design and implementation of an in-house
system July 1, 1975. This system is not limited to the account-
ing area, but will also serve to provide management information
for such things as date of grant expiration, reporting status,
total project costs, and purpose of expenditure.

In order to obtain a complete picture of Board activity,
it was necessary to collect data retroactively to incorporate
all subgrant awards granted by the Board. This, along with
the programming, has been an onerous task, and though it is
nearly at a current status, it is still in process.

Steps have been taken to avoid duplication with the SBAS
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System, though in a few arcas it will be necessary to enter
the same data into each system. The Board will take necessary
precautions to ascertain that such duplication is kept to a

minimum.

RECOMMENDATION (page 1ll)

The Board's staff should develop a gtandard procedure
under which subgrantees would maintain thelr vecords of grant
recelipts and expenditures. Additionally, the Supervisory
Board should require and enforce, primarily through field
audits, full reporting of all grant receipts and disbursements

on & timely basis.

RESPONSE
The Board is in general agreement with the above recom-
mendation.

CORRECTIVE ACTION

Since inception of the program and with the aid of the
Department of Community Affairs (Local Government Services
Division), we have tried to implement a standard procedure
for local units of government to handle subgrant programs,
howaver, local units for the most part are reluctant to main-~
tain accounting records in any way that deviates from their
long established practices.

Effective with all subgrants awarded after September 1,
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1976, the Board staff implemented new subgrant reporting and
fund disbursement procedures. PFunds are reimbursed to the
subgrantee contingent upon receipt of properly executed
financial reports.

The financial reports required from local units of govern~-
ment are designed to provide the Board of Crime Control with
proof of expenditure for single expenditure type subgrants
and for projects of long duration and multiple expenditures, a
financial summary report supported by detailed cash disburse-
ments journal and cash receipts journal is required. As stated
earlier, these reports must be properly executed before payment
can be made.

Preliminary observations indicate that this system is work-
ing as planned, and will give the Board staff a direct audit
trail and eliminate the problem of accountability and record

construction.

RECOMMENDATIONS (page 13)

(1) That the Board develop a property management control
system toc be implemented by all grantees purchasing equipment.

(2) That the Board require all grantees to retroactively
complete property records for all equipment purchased under
subgrants since the organization of the Board.

(3) That the Board insitute an expanded program for field

staff to assist the subgrantees in the implementation of an
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inventory system and that the field staff work under the direc-
tion of the internal auditor to physically observe equipment

purchased by subgrantees in all regions of the State.

RESPONSE
The Board 1s in general agreement with the above recom-

mendations.

CORRECTIVE ACTION

The Board staff has implemented an automated Management
Information System and one of the components of this system is
a detail listing of all equipment purchased with subgrant
funds. We are in the process of entering historic data, and
all current information is entered as the subgrant enters the
system. In the near future, we will be able to generate list-
ings of all equipment purchased by a department for any local
unit of government. It is our intention to produce this list-
ing as soon as possible, and have our field staff use it to
assist local units in establishing an inventory control system,
and as a guide for physically verifying the existence, condi-

tion, use, ete., of equipment.

RECOMMENDATION (page 15)

It is recommended that the Board's staff design and imple-
ment a standardized form of subgrantee reporting. The imple-
mentation of the new format should require that subgrantees

be educated as to what is expected of them and appraised as to
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why the information is required. It is our opinion that the
implementation of such a program will protect the subgrantees,
since compliance errors which might trigger grant refunds

would be eliminated.

RESPONSE

The Board is in agreement with the above recommendation.

CORRECTIVE ACTION

The Board's staff has designed new subgrantee reporting
forms and all subgrants awarded after September 1, 1976 are re-~
quired to use these forms. The field staff were involved in
the design and have been working with the subgrantees on proper

use of the forms. In our opinion the detail required on the

new reporting forms is the key to correct expenditure reporting.

As we are now on a reimbursement basis for the release of
funds, we feel that the money is enough incentive for the
majority of subgrantees to report on a timely basis. In those
instances where this is not true, our management information
system is capable of periodically generating a listing of all

subgrants that are delinquent in reporting.

RECOMMENDATION (page 16)

It is recommended that the allocation of the $1,309.50 to
the recipients newsletter be formally approved by the Super-
visory Board. Additionally, it is recommended that the Super-

visory Board develop a definitive policy with regard to budget
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amendments to ensure that items similar to this would require

formal approval by the Supervisory Board.

RESPONSE

The Board disagrees with the finding to the extent that the
budget amendment was clearly within our administrative authority.
Subgrants are awarded to recipients based on their statement of
needs, goals and objectives. The basic objective of this sub-
grant was the dissemination of trial information among defense
attorneys.

While the costs of the specific publication were not spelled
out in the budget, the program narrative stated that "excess
funds will be utilized to underwrite the costs of a publication
for criminal defense lawyers to keep them up to date on current
developments in the law." The subgrantee subsequently asked to

expend excess funds for that purpose and permission was granted.

CORRECTIVE ACTION

The subgrant in question was taken to the Supervisory Board
on October 28, 1976. The Supervisory Board determined that the
budget amendment was proper and they formally approved tpe
administrative action.

With regard to future budget amendments, the Board staff is
preparing criteria for the approval of budget amendments and
this will be presented to the Supervisory Board at the next

regularly scheduled meeting.
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RECOMMENDATION (page 17)

In compliance with the Board's stated policies, the re-
cipient should be notified that he must either supply the
Board's staff with documentation supporting his expenditures
or refund to the Board monies received.

The Board's existing review procedures should have pointed
out this exception. All files are reviewed by Standards prior
to issuance of the final certification. It is suggested that
management review procedures with these employees to insure

they understand the importance of their review function.

RESPONSE
The Board is in general agreement with the above recom-

nendations.

CORKECTIVE ACTION

The applicant agency has been requested to submit support-
ing documentation on the grant in guestion.

Management has apprised appropriate staff of the above
recommendation and has reviewed procedures for processing of
grants leading to final certification; thus, insuring they

understand the importance of the review function.

RECOMMENDATION (page 19)

We recommend that the Board's staff review the exceptions

for possible follow-up by the appropriate level of staff.
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RESPONSE

The Board is in agreement with the recommendation.

CORRECTIVE ACTION

All exceptions are being reviewed by the Bureau of Grant
Administration. Review and appropriate follow-up will be

completed within 30 days of this response.

RECOMMENDATTION (page 20)

It is our opinion that all copies of the warrant and trans-
fer warrant requests should be signed so that responsibility can
be fixed and controllied at the Board level. The implementation
of this procedure will provide for more complete documentation

of transactions.

RESPONSE

The Board does not agree with the above recommendation.
As the original copy of warrant requests is on file at the
Department of Administration, the Board feels that the require-
ment for availability of proper signatures has been met. To
determine whether or not the proper signatures have been used
can be reviewed at the Department of Administration upon request.
A request for warrant transfer will not be processed by that
department if an improper signature appears on the request. To
maintain signed copies at the Board level appears to facilitate
audit only, and would increase the time necessary for completion

of payment process.
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RECOMMENDATION (page 21)

The preponderance of the support files maintained by the
Board's staff contain adequate documentation to ensure that all
the support files contain all information required to adequately
verify expenditures. It is proposed that the Accounting Deparxt-
ment duplicate pertinent documentation forwarded to the Depart-

ment of Administration, that would not otherwise be retained.

RESPONSE
The Board is in general agreement with the above recom-
mendation.

CORRECTIVE ACTION

The Board does duplicate pertient documentation forwarded
to the Department of Administration. Only items for which the
Department of Administration does not require copies have no
documentation in the Board's file, e.g., payment of rental con-
tracts and insurance. Any file without proper documentation

would be the result of human error, not standard procedure.

RECOMMENDATION (page 22)

Because of the relatively small number of employees of the
Board and the checks involved in the payroll preparation system,
the fact that the payroll functions are concentrated in one
individual is not considered a major weakness, per se.

We feel that internal accounting controls surrounding pay-

rolls would be significantly strengthened if the following pro-
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cedures were implemented:

A. Payroll warrants prepared by Central Payroll should
not be returned to the payroll clerk. These warrants should
be received, listed and distributed by someone other than the
payroll clerk. This procedure would strengthen controls sur-
rounding payroll and present no hardship to the Board in its
implementation.

B. W-2 forms prepared by Central Payroll at the end of
each year should be received, reviewed and distributed by an

officer of the Board.

RESPONSE
The Board is in general agreement with the above recom-
mendations.

CORRECTIVE ACTION

A. The Finance Officer will receive, list and distribute

the payroll warrants.

B. The W~2 forms will be distributed by the Administrator.

RECOMMENDATION (page 23)

It is our recommendation that all employee time cards
other than those of officers of the Board should be reviewed
and approved by the appropriate level of authority prior to
submission to the payroll clerk. The implementation of this
procedure should ensure that hours claimed by employees do in

fact represent hours worked.
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RESPONSE

The Board is in general agreement with this recommendation.

CORRECTIVE ACTION

A line for supervisory approval has been added to the cur-
rent time and attendance formsg. The staff has been apprised of

the change in procedure by means of a general office memo.

RECOMMENDATION (page 23)

In the future the Board's staff should post to the fixed
asset inventory log insuring that the period in which the item
is recognized for inventory purposes corresponds to the period

in which the expenditure is recognized for book purposes.

RESPONSE
The Board is in general agreement with the above recom-
mendation.

CORRECTIVE ACTION

Efforts will be made in the future to integrate the grant
activity when the master inventory is updated and pay particu-

lar attention to calenderic entry of information.

RECOMMENDATION (page 24)

Those Board employees who occasionally become involved in
loaning equipment to other agencies should be made aware of and

be instructed to utilize the Board's stated procedures, Addi-
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tionally, it is also recommended that the accounting department
review the transactions included in the checkout file on a
semi-annual basis to ensure that it is being utilized properly.
It is our opinion that the implementation of these procedures

will better safeguard the assets of the Board.

RESPONSE

The Board is in general agreement with the above recommendation.

CORRECTIVE ACTION

A general memo has been disbursed throughout the staff
acquainting individuals with the check-out inventory. Responsi-
bility for maintenance of the check-out inventory has been
assigned to the Administrative Aide. The fiscal department
will conduct a semi-annual performance check to ensure that

the equipment on loan is being properly accounted for.

RECOMMENDATION (page 25)

The Board's staff should implement a policy under which
equipment owned by the Board must be maintained at the Board's
office when not in use. The institution of this policy would
make equipment more available for utilization by other employees
and agencies and provide the accounting department with criteria
for determining an exception condition should the asset not be

available for utilization.

w5 D



RESPONSIE

The Board is in general agreement with this recommendation.

CORRECTIVE ACTION

A Management Memo has been directed to all employees
advising them of this policy. The substantive component of the
Memo (Policy) is as follows:

"All equipment owned by the Board shall be maintained at
the Board's office, or satellite offices, at all times, unless
removed for purposes directly related to the operations of the
SPA. At no time shall equipment be removed for personal

reasons "

RECOMMENDATION (page 25)

The Board's staff should initiate correspondence with the
office of the Secretary of State to alleviate this exception

condition.,

RESPONSE

The Board is in agreement with the above recommendation.

CORRECTIVE ACTION

The office of the Secretary of State has been contacted

and the error has been corrected,

RECOMMENDATION (page 26)

To reduce the chance of duplicate payment, it is recommended

that all paid invoices be so marked.
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RESPONSE
The Board is in partial agreement with the above recom-

mendation.

CORRECTIVE ACTION

As the Department of Administration will accept nothing
but original invoices and the Board maintains a copy only, this
seems to be an unnecessary precaution. However, in the future,
the Board will mark paid on all invoices where more than one

original copy has been presented.

RECOMMENDATION (page 26)

Management should remind employees that there are reasons
for following procedures. In this particular case, time was
wasted searching for files rather than going directly to the

user. All files sought were eventually located.

RESPONSE

The Board is in general agreement with this recommendation.

CORRECTIVE ACTION

At the time of the audit, arrangements were in process to
assign responsibility of the files to one individual. That

assignment has been made and the system implemented.

5









