TOWN OF MANSFIELD
SPECIAL MEETING OF THE FINANCE COMMITTEE
Thursday, May 26, 2016
Audrey P. Beck Building
Conference Room B
6:30pm

AGENDA

CALL TO ORDER

OPPORTUNITY FOR PUBLIC COMMENT
STAFF REPORTS

NEW BUSINESS

1. Fraud Risk Assessment — Report Presentation by Joe Centofanti,
CohnReznick '

ADJOURNMENT



Town of Mansfield, Connecticut
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SCOPE OF PROJECT

The accspe of the pro;aat was defined i:iy the requd'st for proposal issued by the Town fo perform

I S

Town of Mansfield

Manisfield Board of Education
Regional School District No, 18
Eastern Highlands Health District
Mansfield Downtowr Partnership
Discovery Depot

The: fraud risk assessment, based upen the request for proposal, was limited to the cash
receipts collection and use of Town resourcas.

The procedures that we performed for each department/agency as detailed iy 'our proposal were
a% follows:

1.

o

We obtained ah understanding of the depaitment’s current- mtemal controls and policies
and procedures, We obtained this understanding by ccmductmg detailed interviews with
the deparﬁmen‘c ampicyees as to the cash recerptisnﬂecfaan functions ’they clirently
perform and the related policies and procedures in place for the functions.

When determined riecessary, we p@rfc}rmed a waikv«thruugh of certain pmc&dures ‘When
consid@red necessary, as part of the process, we also obtained capies of any related
forms o worksheets that are used as part of the process.

. Based upon the understanding of the cufrent interhal controls anel policies and

procedures obtained from performmg the precedures: noted above; we then evaliated

the risk of fraud that could occurin the protess.

For each risk identified, we evaluated the current intetnal controls to determine if there is
an opportunity to improve the cantrol or upgrade current procedures to best practices.

We have. also provided in our m;;ommandaﬁcns, where applicable;, any compensating
controls for the Town's consideration.

We also provided any recommendations that may improve efﬁc;ency of the Town's
operations without campromising the internal controls,

We have also made recommendations regarding &' policy that the Town should consider
adopting that will cléarly communicate the Town's perspective on fraud and strengthen
the Town's ab:ltty (o} respcmd to any suspected ;nstancea of fraud that may require
investigation.
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REPORT PRESENTATION

The report that follows is based upon a detailed Feview of the cash collection procedures and use
of Town rasource for various Town Dapartments and related agencies. For each department, we
presented the following information when applicable:

a, Types of receipts (including donated honcash items)

b Relevant background about the department/agency's operations
e, Our fraud risk evaluation

é. Our overall fraud risk assessments

& Gonditions and recommendations

The récommendations developed are what we consider to be the. best practice. In cerain
instances, we may have also presented an alfemative 1o the best practice. Implementation of
interhial controls should incllide consideration of the costs/benefits of iniplementing the control
process or policy and procedures. It is often paasabfe o strengi:hen internsl controls by
implethenting additional  procedures, cantrols, reviews of ronitoring or by implementing
compeﬂsatmg controls.  An example of that type of contml would be review and approval of
adjustimenits weekly ve at the time fhe frahsactioh oocurs.,

We have giso Ihcluded recommendations that may improve efficienciss.
The recommehdations are identified with codes as to the type of recémmeﬂi:iaﬁdn as follows:
FR  FraudRisk
& Internal Control
P  BestPragtice
oF Opemtlonal
EFF  Efficiency
Certain recommendations may have more than on cade; if applicable.

The recommendations have also been coded using a depariment code and a recommendafion
number for future reference and monitoring of the status.

As noted above, implementation of cerfain recommendations cah be accomplished using a
multistep process where detérmined appropriate.
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GENERAL OBSERVATIONS AND RECOMMENDATIONS

GEN-1 - CONDITION (T

Currently. the Town does rot require the use of a standard tranémittal réport to be prepared by all
depaﬁments when fransmiting collsctions te the Revenue Collector. [n certain instances, it is
being generated by a software progran ‘used by the dc»apartment or the form was developed by the
department or & transmittal is not prepared atall.

RECOMMERDATION:

We recommend that the Town consider reqwrmg the use of a standard transmittal report to he
submitted with the monies fransrmitted o the Réusnug Collactor, Ata minimum, proseduras should
be developed and 1mplemeﬁ1eci that dlearly define the mformatlm required on the trarsmittal and
who sheuld be preparing the form and wha should appmve the form, If thire dre instances whare
it is: more efﬁc:ent to uss reports produced by a depariment: soﬂwara ‘program, then that report can.
be attached o the standard form so that the reguired: s;gnaturea are documented.

GEN-2 - CONDITION {(OP):

Curmnt}y, the Town does not require that a report or other supporting documentation be attached
i the fratismittal 1o support the ambunt beihg transniitted and the type of paymient (cash va
check).

RECOMMENDATION:

We recommend that the policy and procedures for the staridard transmittal form include a
requirement that supporting documentation b attached to the form for the amount being
fransmittéd. The documentation should provide support for the total deposit and the identification
of any differences,

GEN- 3 - CONIMTION [FRICH

Curtently, certain Town departments conduct fundiaising activities. These activities most oftén
involve cash dopations that support Towrs programs. Therefore, it s often difficult to. implement
effective conirals over thess types of activities.

RECOMMENDATION:

We recommend that the Town develop and implement formal pOiECJES and procedurss for
fundraisers and the decurmentation and transmittal of the fundraising receipts.

GEN- 4 - CONDITION (ERIIC):

in general, strong internal contrals over cash receipts would include another source of
information to be able to recontile the collections gnd assess completeness. Examples of this
include register software programs, prenumbered receipts or tickets, or inventory control,

Duting aur review, we noted that some departmeiits did not have this type of control in place and
others have implemented & control that was not effective because it wag not used correctly or at

=l



GENERAL OBSERVATIONS AND RECOMMENDATIONS

RECOMMENDATION:

Speific recommendations are included in each Department/Agency’s section of this regort.

Qur general recommendation is that when prenumbered receipt books are used, the recespt
book activity and the amount being transmitted must be regonciled. The use of a receipt book is
not & control utilsss it is used to verlty the compléteness of the activity.

GEN-5 - CGNBITiQN ii’“ﬁ?ﬁ(}}

Review of activity or status reporls by Departmen‘t heads is a critical conirel. Department heads
have & perspective on the cperatzons of thair de;:«artment that the Finanee or ather Department
would not- have. This perspective is invaluable when reviewing reports since they will have an
“sxpectation’ as fo what the status repart shiould present Yhen that expectation is riot mat,
there should be duestions asked to ensure that the activity is correct or correctly recorded.

RECOMMENDATION:

We recomimend that the Town develop and implement formal policies and procedures to require
all. departmient heads, admsorl ete. to review budget and actual or activity reports-and to formally
communicate that ihey have revieved the reports and have no comments or questions.

GEN- 6 - CONDITION (FRIG)

Currently, checks are not stamped “for deposit only” when recsived, Also, they are transmitted
fo the Revenue Collector without bemg stamped “for deposit only”.

We recommend that all checks recelvad bs Immediately stamped *for deposit only”.

GEN-7 - .cmglfﬂa_w" ERACY

Qaa@d upon our rawew the Town: is cperating under various policies and procedures. Some of
these policies and pracedures related directly to th»a public. In many cases, itwas noted that the
Town did not have formal written policies and pmcﬁdums fo be able taformall V commuhicate the

policies to both emplovess and the public,
RECOMMENDATION;
S'pe,cif_ic-reccm_menjdaﬁ&:@na*‘a;e ?ﬁciudgdi ér;; ea«;ﬁ[}r tj;eparime'nt?ﬁge_ngy’s section flf this report.

We recommend that the Town formally document the policies on how the Town conducts
bus Ness and ensure that ths poiicsfes arg ac}mmumﬂatad to the publlc




GENERAL OBSERVATIONS AND RECOMMENDATIONS

GEN- 8 - CONDITION (FR/IGY:

Based upon cur review, we noted that there are several Town departmenis thal are either
performmg or mahaging il Imgs for various activities, The Revenue Collector also performs the
billiig. fumtmn for certain other dctivities. While the Revenue Collector's billings are formally
controlled using the miscellariecus billing module of the Town general ledger software, the
Department bilings are not bemg fc:srmatiy balied and dccounted for,

RECOMMENDATION:

We recommend that the Town consider cunsoifdaﬁng the Tawns‘» bltmgs ta the Finance
Department of Revenue Collector's office. If the billing activity is consdlidated to the Reveriue
Collector's office, we recomimend that the employes. responsible for billings have no rights or
responsibilities for collections in ‘order to avoid lack of segregation of duties.

Th’i_sma_y‘ require additional resources or realiocation of resources from the affected departments

:@:Em 9 - CONDITION (FRIICH

reviewed ahd analyxed using a mmimax or reascnab:lsty teat In cartam ms‘cames thig ‘may
require recording activity differently of in diffeérent accountsto be able to pezrfcrm these analyses,
it will also require the ;mpiemematson of prenumbered dacuments to be able to determing the
population of activity, Recommendations have been made if the various departments reviewed
regarding the prenumbering of pesmiis and Gthef documents,

RECOMMENDATION;

We recommend that the Finarice Department develop and implement this type of min/max or
reasonability tests' to ensure that all revenues are being properly transmitted te the Revenue
Collector and being properly récorded in the general ledger,

GEN- 10 - COMDITION (FRATH:

During our review, we noted that in certain instances, employees may have rights to furctions
that they may not need or that are currently not beihg properly monitorad.

RECOMMENDATION:

For each soffware program bamg used by the Town Departments, we recommend that each
employee’s job responsibilities be reviewed in detal against sach permission for each
employae!mie to determiné if that function is part of their jub responsibility. If it s determined
that it is not part of an employes's respongibility, then the permission should be remaved,
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TOWN CLERK

TYPES OF CASH BECEIPTS

1. Convevance taxes

2. Fees (Dog licenses, mardage licenses, lieh fees, recording fees)
3. Statefess

4. Copies

BACKGROUND

The Towr Clerk uses & vendor doftware system desigried for Town Clerk opirations fof
recording all activity except for dog lloenses. For dog licenses, the transactions are nitially
recorded using an internally desighed software and then subsr&aquenﬁy are entered into the
register goftware system.

The To.\sm Clerk office cz'_aes_ riot pocept credit cands.

The Towr Clerk’s office also manages thé cehiral petty cash account.

The Town Clerk does not manage any nonfinarclal résources;

FRAUD RISK EVALUATION

Level of receipls:  High
Internal Gontrols  Wedium
Use of Resources:  Low

ERAUD RISK ASSESSMENT

Mediam

CONDITIONS AND RECOMMENDATIONS:

Based upon oUr review, we fioted the following conditions that are ¢onsidered to be a fraud risk.
For each condition identified, we have also provided our recommendations to mitigate the risk
identified.

TC-1 - CONDITION (FRIIC!:

During our review, we noted that there are no unique separdte iégms for each Town (“i'ieri{
Department empiayee All emp[oyaes process transactions on the same comptter using the
same logirn.



TOWN CLERK

RECOMIMENDATION;

We recommend that each Town Clerk Deparinient employee be-assigned & unigue logiri 1D and
that the logir ba used for all fransactions processed by that employse..

We also recormumend that each employee log off afier processing each transaction ‘or when
another employee will be responsible for pracessing fransactions (break, [unchas, snd of day,

ste.).

1C-2 - CONDITION (iC}:

During our review of the procedures for processing dog license transactions, we noted that the
transactiohs are. initially recorded in the Intérially developed software program and then arg
subzsaquenﬂy recorded in the Town Clerk's register software system,

in addition, the mtemaiiy developed dog ficense software program does not allow the user to
note the type of payment {cash vs chieck) when entering the transaction,

RECOMMENDATION:

We recommend that all transactions ba initially entered into the Town Clerk's register software
systam t6 ensure proper acoounting and control over the payment type.

We: recommiend that the interally developed dog license software be used to manage
operafions and not for recerding collection transactions.

TC-3 < CONDITION (IG):

Durmg our raview of tha procedures for processing dog ficense transagctions, we noted that there
is no raccncmatmn parfm‘med between the transactions recorded in the mtema Ity génerated dog
license software program, the amount racorded in the Town Clerk's register software system

and the general ledger.

ggdeMMENnAﬂom:

Emensas 50 d} ba recunclled to the amsuni‘ procassed in the Tﬁwﬁ c erk*s reg:ster ‘software
syatem and tha general ledger.

IC:4 - CONDITION (iC):
During our review of the procedures, weé noted that all users can void fransactions.

RECOMMENDATION

We recommend the abifity to vaid transactions be limited fo ceftain des;gnated employees or
that the vold transaction report be printed and approved by the Town Clerk ot a monthly basis.




TOWN CLERK

TC-5 ~ CONDITION {0F}:

The Town Cleri’s current poizc:y is that no change is provi ided to customers for checks {hat are
mads out for the wrong aimount. Mormally the antount is not significant and is bften used to pay
forcopies.

RECOMMENDATION

We: recomimiend that this policy be reviewed by the Town to determine if it is in accordance with
the Town's objectives, Onge the policy has: been raview and finalized, the policy should be
formally docurnented and communicated to the public.



Police




POLICE

TYPES OF CASH RECEIFTS

1. Fingerprinting
2. Pistol parmits
3. Crdinance violations (tickets)
4. Parking tickets

BACKGROUND

The Police Depatiment collects. mmonies for certain fees. Per Department pahcy, only ch&cks. Bre
accepted. Checks are also collected for the State (pistol permits).

The Police Department also handles all appeals for ardinance viplatiars. Ordmanca viclation fickets
can also be paid at the Revenue Collector’s Departmem Sirice parking tickets are issued using a
software program, all payments for parking tickets are sent to the’ Revenue Collector:

The Police Dapartmsﬂt has 2 pol:ce cars and various types of equspm@ni: and inventory. {radar guns,
plst@!s and ammunition).

ERAUD RISK EVALUATION

Level of receipts: Low

internal Controls Medium

Use of Resources:  Medium Police cars, equipment
FRAUD RISK ASSESSMENT
Low

CONDITIONS AND RECOMMENDATIONS:

Based upon our review, we noted the following conditions that aré considered to be a fraud tisk. For
sach condition identified, we have also prowdad oUr recommiendations to mitigate the risk identified..

PO - CONDITION {ERACE
During our review, we noted that receipts are nof issued to the customer for payments received,

RECOMMENDATION:

We recommend that a receipt book systeim be implémented to document amourits - collected and
allow the balancing of activity.

PD-2 - CONDITION {(FRAGY

During cur review, we noted that a spreadsheet is used to track receipts for ordinance violation tickets
issued. Information is sent from the Police E}epartment to the Revenue Collsctor and from the
Revenue Collector to the Police Department o updéate thé spréadshest.



POLICE

RECOMMENDATION:

We recommend that a formal system be devéloped to properly account for and monitor the activity of
ordinance violation tickets jssued and collected, The sequence of the ticket nurabers should be
accounted on a penﬂcﬂc basm to ensure t:ompiat@neas

We also recammend that the Police Department cease collecting the monies for the tackets that are
issued. This wili properly segregate ditiss.

We :aiso racommend that if ihe spreas:isheet contmues tc:n be the ac:c*o;mtmg sys’zem far arcixnanca

PD-3 - CONDITION {FR/EC):

Buring our review we noled that a hearing officer reviews and accepts or declines: parking ticket
appeals. Approved appeals are entered into the ticket software which voids the ticket,

‘We also hoted that the system has multiple logins, but they are not formally assigned to an individual,

RECOMMENDATION:

We recommmend that exception reports be generated by user and the reports be reviewed and
approvad by g supervisor.

We also recommiend that each user be assighed a unsque user account and password in arder that
ai; transammns can be: [dentsfzeci by User.

PD -4~ CONDITION (FRAGL

Cuirently, the Town pehcy is that parking tickets must be paid by the 10" day or the ticket will double,
The system does not appear to have the abilily to adjust the 10 day period wheh the 10" day falls on
a weekend of. holiday. This oreates a need to remove the penaity whan determined appropriate,
RECOMMENDATION:

We recommend that the Town set up formal policiés and procedutes; including the necessary
approvals, reportmg snd monitoring for these adjustments. '

We recomimend that exception rcapms be gererated by user and the repots be reviewed and
approved by a supervisor.

PD -5 - CONDITION (FR/IC:

Police vei’;u,fes are fot taken horme by police s:aff icers and they are parked at the Town Garage.
Gurrent y, there are no formal policies and ;ﬁrc}cedures to manage equ;pmwt and other mentory

BRECONMMENDATION:

We recommend the Town develop and implement formal policies regarding the use of the equipment
and mvenmry

10
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HUMAN SERVICES

TYPES OF CASH REGEIPTS

1. Donations
2. Gift cards
3. Inveniory (food, supplies)

BACKGROUND

The Human Services Department collects monias for donations (social services) and also aceepts
and logs gift cards to be usad for residents who demonstrate need. In addition, dcnatmns of food
and suppﬁe& are aocepted and dlel‘Ebu’téd to residents. W%‘Lan the gift cards are distributed, the
recipient signs the donation form ‘along with the Department émplovee. Donors are acknowledged
with & letter from the Town,

The Department does have some formal policies regarding the general dollar limits for each of the
types of support they provide, The Depariment also uses a trackl ng sysstem o monitar use of the
Food Bank, donation and gift cards.

The Town does not manage a fuel bank fund. The Town will support residents to maximize the
henefit they can receive from outside organizations.

FRAUD RISK EVALUATION

Layel of receipts:  Lows

Interrial Controls Mediumy

Useof Resources: Low inventory, Gift cards
ERAUD RISK ASSESSMENT
Low

CONDITIONS AND RECOMMENDATIONS:

Based ypon our review, we npted the fallowing conditions that are considered to be a fraud risk. For
‘each condition identified; we have also provided our recoimmendations to mitigate the risk identified.

HS-1 - CONDITION ;fmxfm;

We noted that aithaugh the Department operates with some gu[dehnea regarding the amourits,.
frequenay and atthorization of assistance that can pmwded to residents, ot all of the policies are
formally decumented, We undérstand the current policies are Tn the process of being Updated. '

RECOMMENDATION;

‘We recommiend that all polices be formally dodumented-and thal the policies include the development
‘of forms to. documerit activity and the required approvals.

11




HUMAN SERVICES

HS-2 - CONDITION (FRACH:

We noted that the E)&pariment does not use a formal intake form t¢ document a resident reguest for
assistance.

RECOMMENDATION:

We recormend that alf requests for assistance be documented oni an intake form or application form,
The form.can also be used to formally approve assistance provided as required by the Depariment's
formal polices recommended aliove.

HE- 3 - CONDITION (ER/ID):

We noted that the Department currently accounts for donations on a spreadsheet and also prawd&a
recognition fetters to donors,

RECOMMENDATION:

Ve recommend that the- sp; eadsheet be reconciled {o-the recog nition letters o ensure comp%eateness
The teconcilistion should be reviewed and approvéd and forwarded to the Finahce Depariment orf a
peried basis.

HS-'4 - CONDITION (FRACK

Currently, the Départment issuas a receipt for all cash and checks received. N¢ receipls are issued
for gift cards received.

The spreadshaet is used ta prepare the transmiital report, but the collections are not reconciled to the
receipt book.

RECOMMENDATION:

We recommend that the transmiital/deposit be reconiciled to the receipt book. The transmittal should
identify the applicable receipt numbers.

We also recormimend that a recaint be provided to the donor of gift cards and that & separate receipt
book be usad for that purpose and reconciled to the gift. card inventory form.

12
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PLANNING AND ZONINGWETLANDS

TYPES OF CASH RECEIFTS

1. Plapning permits
2. Zoning fees, including Stafe porticn
3. Copies

BACKGROUND

The Planning and. Zoramgfkf\feﬂand Department. collects monies, for perinit fees and zening fees.
Currenﬂy, the process is manual, as there is no software program in place to manage the process.

The Department is interested in the capa bilities of the riswr software that was installsd by-the Building
Department te also be implemented in this department,

ERAUD RISK EVALUATION

Level of receipts: Low

Internal Controls Medium

LIse of Resources:  Low Pogled car.
EBAUD RISK ASSESSMENT

Low

CONDITIONS AND RECOMMENDATIONS:

Based upon our review, we noted the: failawmg conditions that are considered to be a frayd risk. For
each condition Identified, we have also provided our recomimendations to mitigate the risk identifisd.

P2V A < CONDITION (ERICH

Currently, the sollection of cash receipts is documented by natmg the receipt on’ the: appli cat on. The
notation also Includes the payment. type Only customers who pay in cash are provided a receipt,
uniéss it is requested by the customer,

RECOMMENDATION:

We recommend that the department begin Using a pre numbered receipl book for all transactions and
that the receipt book be reconciled 1o the transmittal reports and the related deposit.

We algo: recommend that the eapabm‘zses of the new seﬂware msi:alied by the Building Department ba
reviewed and considered to manage the permits and application it the depaﬁmeni

PZW 2 - CONDITION {FRACY:

Currenitly, the applications and permite issued are not prenumbered (all permits).

13



PLANNING AND ZONING/WETLANDS

BRECOMMENDATION:

‘We recommend that all permits be prenumbered and that the accoUntability for all permits issued be:
perfarmed on a penad basis, but at least annually,

PZW 3 - CONDITION

FRUC)

Currently, transmittal reports are not befng prepared and cash transmitted is not belng forwardad to
the Reventie Colléctor ang standard basis.

RECOMMENDATION:

We recommend that transmittals and deposits. be completed on a daily basls, but no less than
Wee!ccly

PZW 4 - CONDITION {FRIC):

Currently, thete is no reconciliation performed when prapa:ing the fransmitial reports o the
applications | recaived for the same period.

We recommend thal at the time the preparation of the transmittal report, a reconcztuais@ﬁ be
performed i balance the activity being reported. This reconciliation should be refairz&d and atﬁaﬁhed

to the transmﬁta% sent to the Revenus Collsctor.

PEW & - CONDITION (FRAGI:

Currentiy, there is no log of permits fssued by type maintained.

RECOMMENDATION;

We reaemmeﬁd that a log of permits and apphcatfons be devaiuped and |mpfamented to monitor the
actlwty of the deparﬁme‘:nt The Iog can also be used as part of the a{;cauntabmiy aid balancing of

actmty rioted above.,

PZ\V & - GONDITION [FRAGY

Currently, there is a quarlerly report prepared and sent to the Town Manager that includes the
number of permits issued, This report does not contain any financial information (amounts coilected
for the- permlts}

RECOMNENDATION:

We recammend thas’: the repcri: be modifled fo include amoeunt of monies celiected This report shauld'
aiscx ba provided to the Finance erartment for review and’ manltarmg

14




PLANNING AND ZONINGAWVETLANDS

PZW-7 - CONDITION (FRICYH

Currentiy the permnis issued are not prenumbered. The pernif: number is asssgned after the permit is
issued. lh adgition, there is no- accounting for the senuehue of the perrnits issued.

&EG&M@EE@DA‘H’O&&*
We recommend {hat permils be prenumbered and that at Ieast anﬁualiy, the sequence of parmit
numbers bé accourted for.
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PARKS AND RECREATION

1. Membership fees

2. Program fees

3. Rental fees (facmty gym, pavilion, kayaks}
4. Sales of mercharndise

BACKGROUND

The Parks and Recreation Da;}arﬁﬁéntfctﬁjmmumty Cenisr collects monies for varfous fees and
programs, The Depat’tment uses a popuiar recreation department’ software pregram to process all
cash recelpt fransactions. Gniy managers have the ability to void/adjust transactions. Managefs also
recount the cash dropped into the safe by the receptionist and prepare the deposit.

ERAUD RISK EVALUATION

Level of receipts; High

Internal Controls Medium

Use of Resources:  Medium Facility use, services, merchandQSé

ERAUD RISK ASSESSMENT

High
CONDITIONS AND RECOMMENDATIONS:

Based upon our review, we noted the following conditions that arg considerad 16 be a fraud risk. For
each condition identified, we have also provided our recommendations to mitigate the risk identified.

PR - CONDITION (FRAG):

The managers are the only employses who tan void/adjust fransactions. Curfently, thefe & no
adjustment report generated as part of the balanoiﬂg process. Therefore, the adjustments are not
reviewed and approved by the Recreation Director.

RECOMMENDATION:

We recommend that an adjustment report be generated as part of the daily balancing process and
that the report be reviewed and approved by the Recreation Director,

PR-2 - CONDITION (FRACE

Gurrentiy, the prices for merchandise for sale is programmed into the register system by the
managers, The prices are netreviewed arid approved by the Recreation Diréctor,

RECOMMENDATION:

We recommend that, after the prices are programmed nto the fegister, they be reviewed and
approved by the Recreatlm Director.
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PARKS AND RECREATION

PR-3 - CONDITION {FRAC:

Nthnugh km;t@d sn certam c}rcumstanc@s 'zhe mangers (back uﬁ‘" ce} wrti accapi a:ustcmar paymenﬁs
depos;t

RECOMMENDATION:

We recommend thal the Town develop and implement a formal policy regarding the processing of
transactions by the managers from the back office. The policy should address whether the prac’tme is
acceptable and if determined to be acceplable, the circumstances Urider which it is permissible.” The

policy shiould also then require that the other manager perform the tecount and verification of the
deposit.

PR-4 - CONDITION {FRACE

The Department uses two dsffere{xt remtal fcrms One form is for the rental of a room for a party or
avent and another for E‘en'tai of the faciilty The {Jspartment also rents the pawhon b adcilt[mn,_
rentals can be done thmugﬁ the website. Currently, none of the rental forms are. prenumbered.
Rentals require payment in full at the time of registration.

RECQMM&NB&T@M

We recommend that ali réntal applications be prenumbered and that, ‘at least annually, the sequence
of applications approved be reconciled with the amounts racorcied as revenue in the general ladger,

'We also recommend that the amounts d@pes;i@;ﬁ and recorded in the general ledger be reconciled to
the cafendarfbmder that is used to- manage the rentals.

PR- 5 CONDITION ﬁ‘*"“ﬁfﬁﬁé}g

Gurreﬁiiy, certain transactions such as rental reservation and prapaymanis are entered into the Parks
and Recreation software as housshoid credits on clstomer accounts, Househiald credits cannot be
transferred between customer accounts, but can be processed as a refund and then a paymant to the
new aamun{: E?jr;iy panagers can apply household credits. When the payment is entered, thaﬁ
software system allocates it the “urknown® category. When the transaciion. is processad anote is

added to the description fo identi ify what type of revehue the paymant should be classified as when

a pp!leci

The sysiem has the ability to generate reports of the balancés of household credits. Currently, these
- reporis are not being reviewed and approved by the Recreation Director notr are they helng. provided -
to the Finance Department to gnsure proper reccrdtng of these balandes durang the vear or at year

end.

RECOMMENDATION:
We reconimiend that the software be reviewed fo identify & more efficient process for apnlying

household paymen&s ‘atie o elimingte the nedd to add notes and reenter the transaction to the proper
sategory. Itis notclearwhya payment wouid be clagsified as unknawn
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PARKS AND RECREATION

RECOMMENDATION:

‘We recommmend that the regort of the activity for household credits be reviewed antl approved by the
Reor&atmn Dirgctor along withs the otheradjusiment reports.

RECOMMENDATION:

We recomimend that the report of the activity for household credits be provided to or produced by the
Finance Departrmient on a permdzc basis to ensure that the activily is being properly recorded and
accounted for.

PR- & - CONDITION {FRAC):

Currently, there are nan«»acilve customeraccounts with credli balances. Some of the balances haua
been inactive for many years,

RECOMMENDATION:

We recommend that the Town develop and implement a policy for credit halances.. The policy should
address the procedures for s‘asoivmg credit balances that are over $X and X days of inactivity. The
policy should address the resolution of the balance such as forfeit, used for benefit of Department or
escheated to the State.

Wa recommend that the report. of the activi ty for credit balances be provided or produced by the

Finance Depariment on & periodic basis to ensure that the activily is being properly recorded and
aceounied for,

PR 7 - CONDITION (FRACY

Currently, rosters for programs are provided to th& {Dagjartment pmgram managem If any

will prucass the Cfedii in the mﬂware system basad mpon ihe z‘ostar pmwdecﬁ by thc—‘: pmgramr
manager. The roster is then noted with the credit processed and returned ta.the prograrm managst.

RECOMMENDATION:

We recommend that any credits that are required to be processed be formally requested and
approved. A cradi requesi: form should be developed and implemented to document approval of the
credit and the processmg in thé software.

We also recommend that a repmi: of the crédits processed be generated and that it be reviewed and:
approved by the Recreation Director,

PR- 8 - CONDITION (F RAGEH

Currently, certain independent contractors are paid based upon enroliment and. other contractors are
paid based upon the clags.

18



RECOMMENDATION:

We recommend that the Town review the confractors thatare being pard by class to determine if they
gan ba pand by enroiiment If a contractor is pazd by arroli ment there | Is an mceniwa fo verafy that all
cugtomers inthe pmgram have been envolled.

PR- 8 - CONDITION {FRAC):

Currentiy, the Department condycts an annual physical r’svantory durmg the summer. The
documeantation of the physlcal mventc&ry is not retained.

REGOMMENDATION;

We recormmerd that the dosumentation of the physical inventory be retained, Any adjustments
necessary based upon the inventory should be documented and approved by the Redreation Diractor,
A copy of the physical mu&mfary should be also pmwde{i to the Fmance ii}epartmant

PR-10 - CONDITION [ERICE

Currently; the Department uses certain inventary items fot promotional items.

RECOMMENDATION:

VWe recommend that the use of inventory for promotional ftems be resorded through the register
software to ensure the inventory balances are accurate.

PR:11.- CONDITION (FRACH

Currently, the Departritent does not have any formal policies or procedures 1o update the inventory
balance when performing test counts or after the physical inventory is taken.

RECOMMENDATION:
We recommend that the Department develop and implement fornial policies, procedures and forms to

document all adjustments, of inventory balances, The pal;c;es and procedures. should anctud& tha
specific procadures and atthotization requzred to update the software system palances.

PR- 12 - CONDITION (FRUCH

Currenﬂy. the Dapartment sells glﬂ cemfscate‘zs im* use at the Cammumty E}anter T’ha g;afi certsi‘“ {;atas

N program has %he ab Efﬁy t& ganarata repcaris on the balances Gf gzﬁ cer’éufmaies that havc—:- rmt been-
redeerried.

RECOMMENDATION;

We recommend that the report of the activity for unredeemed gift certificates credit balances be
provided or’ produced by the Finance Department on a periodic Basis to ensure that the activity is
being properly recorded and accounted for.
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PARKS AND RECREATION

PR« 13 - CONBITION {FRGE

Current{y‘ the F’arks; and Recreation soffware has accounts feceivable balances dating back to 2008
Iri many cases the balances are very small amounts, Thi Department does send collection letters
directly, but also uses a collsction agency for certain delinguent accounts. The: Finance Department
is sending any aceourit overdue by 120 ciayg to collections. .

The Finahce Departmerit has been working with the Recrealion Depariment on the accounts
receivable balance. Currently, the accounts receivable batance is recorded on the Towrz s financial
statement net of an allowance for uncollectible amounts.

RECOMMENDATION:

We recommend that the Town develop formal policies and procedures regarding delmquen’c accounts
recamabtes 3nd when they are senf ta cel ec’tmns The pcdzcy ahauld also tnclude the process

be wiriiteh off should be proaessed thmugh the reg;ster software and. recmnmted to the authorization.

The policy. should also include/consider guidelines and required approvals to write off’ balances unider
$X amount.

YWe recommend that the Towr continue to work with the Departiment to determiine the collectible

balances and write off the remaining balances. This will allow the proper review, monitoring -and
management of the receivable balances and the calculation of the allowance.
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SENIOR CENTER

TYPES OF CASH RECEIPTS

1. Registration fees - Classes

2. Bpecigl meals

3, Trips |

4, Meals on Whesls {for sérvice provider)
BACKGROUND
The Senior Center curenfly does not charge a membership fee. There is also another legally
separate organization ealled Senior Center Associates that conducts activities at the Senior Center,
The activities include f:rlps sales of jewelry, events and coffes sales. The monies cclte«cied for these
activities are deposited into the Senior Center Associates account,

The. Senior Center also provides opporfunitiés 6 the membarship. fo access weliness providers
(massage, nails, haircut, etc.). The membership pays the vendors dlrectiy for any service providad.

Thé Senior Center uses & software program fo manage the registration for the classes, The Senior
Center does not accept credit cards,

FRAUD RISK EVALUATION

Level of receipts;  Low

fnternal Controls Medium

Usge of Resources:  Low Facility
FRAUD RISI ASSESSUENT

Low

CONDITIONS AND RECOMIMENDATIONS:

Based upon our review, we noted the following c:omdtimns that are considered to be a fraud risk. For
each condition identified, we Have also prc:cvzdeci otf recommendations to mitigate the risk identified.

SC-1 - CONDITION (ERAC):

Currently, the coliection of cash receipts for the Meals on Wheels program Is counted by 2 individuals
before it is depasited, but is not documented.

RECOMMENDATION:

We recommend that the counting and verification of the amount received be documented by
employees on the transmittal form.
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SENIOR CENTER

RECOMMENDATION:

We racommemi that the Town develop a poﬂcay regarding the Town sollacting monies for outside vendor
programs. The p}aimy shiould address the policies and procsdures for accounting for and the secufity of
ihe amount received,

SC-2 - CONDITION {FRie):

A receipt is issued at the time of collection for all receipis collected noting the payment type {tash. or
check} The payments are then entered inta the Senior Center aaﬁwre programi. Currently, there | s
fio fecohiciliation performed between the receipt book, the déposits and the softiware: program.

RECOMMENDATION:

We recommend that the activity of the receipt book be balanced and reconciled to both the amount
enitered into the Senior Cénter softiare program and the transmi itaffdeposit

$£C-3 - CONDITION (FRAGK

Currently, one gmployee is responsible for the collection of recaipts, entering the receipls into the.
Senior Center software and preparing the deposit.

RECOMMENDATION:

We recomimend that furictions of collecting, recofding and preparing the deposit be segregated to
strangthen intermal controls.

This balancing process sholid be documented and feviewed and approved by either the Office
Manager or the Director or an employee not involved in the cash receipt process,

RECOMMENDATION:

We recommend that responsibilities for the receipt of cash and the preparation of the deposit be
segregated to the extent possible. i possible, an employee should be designated that has primary
responsibility for the cash receipt process and another emplaves for the preparation of the depasm and
transmitial to the Revenue Collector.

SC-4 - CONDITION ??‘I%Q "7':":.

Currently, a separate organization is providing progiarms and services at the Senior Center to the
membership. There are no current policies and procedures or agraement ralated to this. actn.rity

RE{:{}MMENM}“E& &

We recommend that the Town devélop a policy regarding separate organizatiohs providing programs
and services at the Senior G‘anter The agreement should address any T@wn expectatlons and

tesponisibilities for both parties.
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TAX COLLECTOR

TYPES OF CASH RECEIPTS

Properiy taxes
interest-and lign fees
Boumed check faes
Warrant fees
Lopies

W%@N%

BACKGROUND

The Tax Collector/Revenue Collector's Office has 2 -full time employees and 1 part time employee,
Payrients can be accepted i this office; on line, and dropped In'the mailbox outside of Town Hall.

Reports are prepared oh a daily basis and ferwarded to the Financs Depariment,
ERAUD RISK EVALUATION

Level of raceipts:  High

Interral Gontrols Madium

Use of Resources: Low None
FRAUD RISK ASSESSMENT

High

CONDITIONS AND RECOMMENDATIONS:

Based upon our review we nated the fqliowmg canditions that are considered to be a fraud risk. For
each condition identified, we have also provided our recommendations to mitigate the risk identified.

TXCA - CONDITION (ERACY

Currently, access to the tax z‘eglater software is not controlied by a user [D or password, therefore,
transactions a@re not [dentified by user. Theré are certain functions that are controfled by passwc:«rdsa

RECOMMENDATION;

We recommenxd that sach Tax Department employee be assigned a umque login 1D and that the login
be ysed for all transactions praf;essed by that employee.

Weé also recommend that @ach empioyae log off after processing each transactiofi or wheh another
employee will be responsible for processing transactions (break, lunches, end of day, efc.).
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TAX COLLECTOR

TXC-2 = CONDITION (FRACY

During our review, we noted that all users tan void transactions,

RECOMMENDATION:

We recommend that the abn;ty to void transactions be limiled {o certagin employees or that the
available void repart be rur and approved by the Tax Collector on a periodic basia (menthly}

TXC-3 - CONDITION (FRGY

During our review we riotad thaf the tax collection software can also produce other sxceplion reports
such as an override code report. The rebort is not currently being produced and reviewsd.

RECOHMMENDATION:

We recommend that void and other exception réports be reviewed and approved by ihe Tay
Collector. We also reécommand that these reports bs farwarded to the Finance Departrment on a

periodic basis.

TXC-4 - GONDITION (FRAGCY

During our review, we noted that the Town processes all maitad tax payments manually through the
tax software in the office.

RECOMMENDATION:

To émprcwe efficiency, cash flow and invesiment earnings, and allow addifional time to be allocated to
the Revenue Collsctor function, we recemmend that the Town consider implementing a lockbox
service for tax payments.

TXC.5 - CONDITION (ERACYH

During our review, we noted that there is a lack of segregation of duties with respect fo the
protessing of tax payments, batancing, preparing the deposit and going o the bank,

RECOMMENDATION:

We recomimend that the Tax Collector’s office imglement procedures to segregate duties with respeet
to the cash receipts function.
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REVENUE COLLECTOR

TYPES OF CASH RECEIPTS

Property taxes (faxes, interest, lien fees, warrant fees).
Sewer use fees

All other departmam cash recaipts

Trash service

Parking tickets

Medical Insurdrice contributions (retires, COBRA; FMLA)
Copies and bank fees (bounced checks}

™D g o

BACKGROUND

The Tax Collector/Revenue Collector's Office has 2 fullfime employees and 1 part fime employee. In
the role of Revente Collector, the departiment does the billing for the various revenues noted above.

ERAUD RISK EVALUATION

Level of receipts: High

Iriternal Controls Medium

Use of Resources:  Low None
FRAUD RISK ASSESSMENT

High

CONDITIONS AND RECOMMENDATIONS:

Based upon our review, we mted the foilowmg conditions that are considered to be & fraud risk, For
each condition identified, we have also provided our recommendations to mitigate the risk identified:

RC-1 - CONDITION (FRACH

Currently, there is no cotinting of cash or receipls provided at thi tii me the departments transmit.cash
receipts to the Revenueg Gollector's dﬁpartmemt A signed copy of the transmztiat report is returned ta
the Department once the cash is counted,

RECOMMENDATION:

We recommend that as transmittals are submiilted, e cash is counted in the presence of the
amployes transmtttmg the recezpis atyd that & receipt be jssted or the trarzsmsttai be signed by both
the Revenue Collector's Department and the employee agreeing 1o the amount of cash receipts
transmitted. The count should also bé ised to verify the amount of cash and checks.

RC:2 - CONDITION (FRiCY:

Currently, the Revenue Collector's depariment performs the billing and gollection for retires medical
insurance-centributions. The data is obtained for the various departments: and the Revenue Collector
generates the invoices. The depariment is not provided a billing register 1o verify the bfliings The
Revenue Collector's office also provesses the cash recelpts,
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REVENUE COLLECTOR

RECOMMENDATION;

We recommetid the haiimg ahd ‘collection process be pmpeﬁy segragated between two different
empiayeas

We also recommend that the billing register be reviewed and -approved by the responsible
depaﬂmam ;:mar to the bal[mg being processed.

RC-2 - CONDITION (FRIG);

During our review, we rioted that although currently infrequent, there is no formal policy, procedure or
forni io process corections to the sewer billings.

RECOMMENDATION:

We recommend that the Town davelop and implement formal policies and procedures, including a
correction form and the requnraf:z authorizations.

Currently, for ticket fine paymenis made fo the Revenue Callecter, a receipt is pmwded o the
customer from a prenumbered receipt book. The information from the, recéipt book is then posted to
the parking ticket software system. it was noted that since this is a two-step process, in cerlain
instances, the actlsﬁty of the recsl ipt hook was riot posied to the ticket software o a tiniely basis.

In addition, there is no recanciliation between the ticket f ine receipt book and the amount collected
and posted into the ticket software.

RECOMMENDATION:

We recommend that the Town implement formal procedures to ensure that. all ticket fings paid are
posted on a timety basfs. This will reduce the adjustmants necessary when fines are autamattcafly
doubled and i increase effrcsent:y of pmﬁ:essmg

We also recommend that the activity from the prenumbered receipt book be reconciled to the amount
collected and the amount pastaci to the ticket software sysfem This reconcifiation shoudd be

dccumenteci

RC-5.- CONDITION (FR/IC):

During our review of the ticket fine colléction pracess, We notad that there are Ao softwaré controls:
ragardmg the increasing or decreasmg of fines and no exceptsfm reparts ava;laab[e from the system to
allow monttm;ng pf these types of {ransactions.

RECOMMENDATION;

We recommend that the Town review the software capability reldted fo the confrols over the
adjkxsfment of fée amounts o determine i reports &an be ganerat&d of d@veioped If ho exception
reports: can be generated, then the Town should implement formal policies and procediires. over
;ad;us‘fmaﬂts {0 ticket amounts, raquiired approvai and dotimentation.
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REVENUE COLLECTOR

RC- & « CONDITION (ERiCH

During aur review, we noted that not all depariments are providing stipperting documentatiori for the
deposit alang with the transmiiital report.

RECOMMENDATION:

We recommend that all departmems be required to provide supportmg documentatmn for the amount
being deposifed along with the transmittal report.

RE-7 - CONDITION {ERACK

During our review of varous Town departments, it was noted that various other depariments are
currently responsible for billings generated by theii depariment. In many cases the billings are not.
provided to the Finance Dapartment of the Revenues Collectar, In certain instances, this also has
created a lack of segregatmn of duties over'the bliimg and collection function.

RECOMMENDATION:

We recommend that the Towr considér centralizing the billing and collection. of all other Town
deparrmanis {o the Revenue Culf&cmr s office. Thiswill mcraasa efficiency in other departiments and
strengthen internal controls over billmg and cash receipts.

The Town should also consider separating the billing and collection functions within the Revenue
Collector's office to properly segregate that activity.

RC-§ - CONDITION {BE):

During our review, it was fidted that the Assistant Tax Collector's salary is charged 50% to the Public
Works department for the estimated volume’ of work t procegs billing and’ collestions. for the trash
service and sewer user fee. The current estimate (not doclumented) of the actual time necesgary to
process this activity is greater thar 50%.

it was also noted that die o the current workload, which ifcludes the amount of firme. spent working
with the Town Department to correct the information prawded to the Revenue Collector, other
activities such as deliriquent tax collection efforts may not be recsiving the level of effort that is

desired.

RECOMMENDATION:

In conjunction with the several previous recommendations, we recommend that the Town review the
desired role and responsibilties of the department. This would inglude where salaries should be
budgeted. For any proprietary fund activities, consideration shouid be given to zliccating the
applicable: cost to those activities.

It should also include a time study as to where the departiment is actually spending ils tire and where
the Town desires the level of effort for each area of respongibility of the department,

27



Library




TYPES OF CASH RECEIPTS

Firmes

Lostidamage materials
- Prifting/coples

Replacament cards

Donations

Sales (mise)

DO AN

BACKGROUND

The Library uses a software program that tracks the materials that are checked out. The software
automatically calculates the fines that are due or the charge for lost materials. The Library charges
for public piinting, The brinter job is not released untit payrient is received:

The Library does not acoept.credit cards.

The Library has a petty cash fund,

ERAUD RISK EVALUATION

Level of receipts:  Low

Iinternal Controls hedium

Use of Resources.  Low Library materials, miscelianeous items for sale
ERAUD RISK ASSESSMENT
Low

CONDITIONS AND RECOMMENDATIONS:

Based upen our review, we noted the following conditions that are conszdered to bea fraud risk. For
each condition identified, we have also provided our recommendations to mitigate the risk identified.

LE-1 - CONDITION (FRACE

_Currenﬂy. fhe L|brary software is nof bemg utilized to manage, balahce and reconcile financial aa‘twity
Dus to the nature of operations, weather, hardships and other teasons, certain fees and charges are
waived or adjusted.

We also noted that the Library soflware systeim has the capability to identify the payment type

received (Gasﬁ vs check), but payments are not being entered by type. The system ourrently defaults
to cash as a payment type and, therefore; all transattions are noted as such.
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LIBRARY

RECOMMENDATION:

We récommend that the Library develop and implement formal policies and procedures for any fee or
fine waivers.

Wa recommend that the Library mvesttgate the financial capabzhiy 'I"or the Library saftware and begin
o agoount for the collection of all fines and other cash receipts using the software. Collactions
should be balanced to the report on & daily basis. The register report should be attached the

transm ittal report.

We also recominend that the capabnixtiaﬁ of the software be reviswed to deteriine the type of reports
that could be run, espec;ai!y with respact to raparts that relate to voided transactions or adjustrments

{fee. wawars)

We also recommend that the Lii:)rary mmediately implement a policy to correctly identity each
transaction by the appropriate paymentiype as the transaction is b@mg prosessed.

LB-2 - CONDITION {FRACH

Although the printer has & counter, there is no reconciliation of the number of pages to the charges
fer gmntmg In addttlon rt was noted iha’c in aame casas the fees are waived (elderly, tax forms) and

REC‘:@M?@E%&A’?@N;V

Wa recommend that pmcedures be implemented to document the number of pages printed, the fees
chiarged and the fees waivers.

We also recommend that a formal policy be development and implemented on the waiver of fees
including who has the authority 1o do so.

LB-3 - CONDITION (FRAGY:

The Libfary software program tracks the activity of each user's library card. This included any fines,
kst book charges or adjusiments,

RECOMMENDATION;

We recomménd that the (ibrary soffware capabilities be reviewed for the ability to produice exceptmn'
reports such asa voided transaction report or adjustment report.

It thesa reporis are avaﬂable they shaufd b remew»:—ré ami appmmd cm a p@md bama o pmpearty
mnmtor thesse types.of transactmns

LB-4 - CONDITION {FRIIC):

During our review, we noted ’fhat refunds to customers for last books ihai were subaequeriﬁy faund
are refunded thmugh the Library's petly cash fund.




LIBRARY

RECOMMENDATION:

We recemmerid that the Library develop and implemant a formal refund form and that all refunds be
processed through the Finance Depariment as they are for other departments.

LB:5 - CONDITION (FRAC):

fio.

Aithough the Library operates using certain policies for things such as grace permd 1o find lust book;
waiver of fines or print charges and employee use of materisl, these policies are noi writters and
formally commuriicated.

RECOMMENDATION;

We recommend that the Library formally document the currént policies in place and communicale
thern as appropriate to employees and the public.

LB-6 - CONDITION (FRACH

Guwenﬂy, sales of mi 3ce§ianemm Htems are accolinted for on & manual tally sheet The transactions
dre not processed thmugh the Library software, Sales of these flems are approximately $200
annually. Mo fermal inventory records are maintained for these ifeims.

‘We recomimend that the sales for miscellaneous items be recorded through the register system and
that an inventory control sheet be maintained and, updated for purchases and sales,

LB-7 - CONDITION (ERACE

Currently, access to the Library software is not cmntraﬂed by a user 1D or password, tharefore,
fransactions are not identified by user. The Girculation desk uses a general login 1D,

RECOMBENDATION:

.....

ogm be used for all transaction procesaed by ihat empfoyee

We alas recommend that each emgioyae fog off after processing each trarisaction or when another
emiployee will be responsible for processing fransactions. (break, funcheés, end of day, etd.),
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LIBRARY

LB - GONDITION [FRICH

Currently, the strary boakkeeperfmanager counts the monies and prepares the. daposﬁ as well as
the related 'iransmstiai form The transmzttat does not fist the amounts of cash ahd checks being

fransmiitted.

RECOMMENDATION:

We recommend that the Library implement procedures to segregate duties with respect fo the cash
receiots function, If sagregatsbrt is hot possible, we recommend that the Lzbrary Director review and
approve the transmlttai and relafed supportmg daﬂumemat loh. This review and approval should be
dacumeanted.

We also recommend that the cash and check amounts be detailed on the fransmittal form for
verification by both the Library Director and the Revenue Collector,
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BUILDING

TYPES OF CASH RECEIPTS

1. Building parmits
2. Housingfees
3: Fire Marshall fees

BACKGROUND

The Building Department collects f@&s for the building deparﬁmanﬁ and the Fire Marshall. The
housing fees billed are required by ordinance. The department is in the process of impéamantmg new
goftware to manage the building opsrations, inciuding cash coliections and billings. The building
permit fees and h@usmg feas are set by ordinance and are on the Town's website,

FRAUD RISK EVALUATION

Level of receipts: Medium

internal Controls Medium

Use of Resources: Low 3 assigned vehicles. Testing equipment use that is logged
FRAUD RISK ASSESSMENT

Medium

CONDITIONS AND RECOMMENDATIONS:

Based upon our review we noted the following conditions that are considered to be a fraud risk. For
gach condition identified, we have alsa provided our recommendations to mitigate the risk identified.

BD-1 - CONDITION {FRAC):

Currently, the calculation for new construction projects is performed by the Burldmg Inspector. The
department does not require a stendard form fo document the ca!cuiatca:m hor is the calculation
reviewed and approved by the Buzidmg Dfficial.

RECOMMENDATION:

We recommend that the Town develop and implement a standard form to calculate buxldmg permit
fees, The form should be appmved by the Building Official and retained in the permitfile.

BD-2 - CONDITION (FRACK

Currently, the value used io calculate the permit fee for renovations/alterations Is based upon the
estimate provided by the homeowner or contractor. It is reviewed by the Bui ilding Department, but the
review is not fcrmally documented or approved by the Building Official. The Bu&icimg Department
does not require the contractarfhomeswner to pravide any supporting documentation to suppart the
estimated value.
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RECOMMENDATION:

We recommend that the Town requxre supporling. doeumentatuoﬁ for the estimated value of the
project. The dooumeﬁtatron should be. a written estsmate or contract and should be.retained in the
permiit file.

We recommend that the Town implemient & formal policy/form to document the review and appmvai
of buliding . permﬁ fees. The form should be approved by the Bulfdmg Offrcia{ and retained in the
permit file,

BD.2 . CONDITION (ER/C):

Currenily, the Fire Marshiall fes is added to the fees charged fo the customer by the Building
depariment whén determined to be due,

RECOMMENDATION:

We recommerd that the Fire Marshall be requwed 1o review and approve the applications fo
venfylapprove that fess aire bieling charged appropriately.

BD-4 - CONDITION (ERACE:

Currently, the Town has two developer agréements in place that set the building fees for the projects
permitied by these developers,

RECOMMENDATION:

We recommend that parmit charges for the two devel opers with formal agra&ments with the Town be
formally approved by the Building Official.

BD-5 - CONDITION (FRAC)

Currently, the building permits issued afe not prenlimbered. The budlding permit number is assigned
after the permit is issued. In addition, there is no accounting for the sequence of the permits issued.

RECOMMENDATION:

We recommend that building permits be prenumbered and that, at least annually, the seguence of
parmit numbers be accounted for.

BD-6 - CONDITION (FRAC):

Gurrentiy the building permits issued are accounted for on an axcel spreadshset. The spreaashee&%_
then is dessgned to generate the transmittal, Oné employee maintains the spreadsheef, The
spreadsheet is not reviewed by the Building Official or other supervisofy employes.

RECOMMENDATION:

We recommend that the Town review the reporting capability of the new software and use the reports
generated from the software to balahce collection activity.
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BD-7 - CONDITION {ERACE:

systam The saﬂwam system Qanemtes the bmiﬁmg perrmt traaks mspactsoﬁs amﬁ aisa ogg each
ehiry. ‘Perrits can be cieietecﬁ but the parmit number will not be delsted.

REGOMMENDATION:

We recommend that only the Building Official and Assistant Building Official have the administrative
rights to-be abla to void/delsteliollback permits,

We alse recommend that an exception repott (voidideleteditolibacks) be produced on a monthiy
basis and bie reviewed and approved by the Bu:!dmg Officlal, If'a report is not currently: available; the
Town should work with the vendor to develop this type of report,

BD-8 - CONDITION {?ﬁﬁfzﬁa‘g

Currentiy, when entering payments for butld:ﬁg permits, the system allows the type of payment to be
entered (vash or check). The daily register report curtently being protuced doss riot shoiw separate
afnounts for cash and checks collected,

RECOMMENDATION:

Aiﬁhough we were able fo find a detailed transaction report that listed each transaction by payment
type, we recommend that the software be reviewed to determing if a report can be praduced that wil

present the ia%ai ceflected by payment type.

BD-¢ - CONDITION (FRIG:

Currently, the cash receipts are being balanced and reconciled to the excel spreadsheet and not to
the new building department software. Since the exvel worksheet is created from the permits issuad,

it does not ensure: campleteness

RECOMMENDATION:

We recommend that the cash receipt activity be reconciled 1o the reports generated from the software
program.

BD-9 - CONDITION (EF):

Currenﬂy zf a rﬁack is rea«a;ved for an mcerract amount, :t is retumed to tha customer wﬁh a Fﬁtﬁgﬁ&ﬁt
1o ask for a new check with the correct afmount,

ECOMMENDATION:

We recommiend that th@ van remew thig pﬂi:cy and develop a formal palicy regarding thrs type of
transactlon




BUILDING

B0 « CONDITION (85

Although the department has implemented the new software, they are still working to deveic:p fc;'ma!'
procedures for use of the software as well as working With the vendor to ensure that it is working
properly. Therefors, the- deparimetit is still currently using a receipt book to record certain, but not all,
collgctions.

RECOMMENDATION:

We recommend that all collections be reconciled o the softwars systern reports. Whrfe those policies
and procedures are being developed, wé recommend that all collections be doctmented with the
receipt book and that the recaipt book activity be recongiled to the fransmittal report afd deposit.

BU-A1 - CONDITION (IC/ERY:

Currently, one ermployee in the Building Department prepares the billing for the housing fee; accepls.
the payments and maintaing the accounts receivable recards.

in addition, the billing and accounts receivable balances are not reported to the Finance Department.

REGOMMENDATION:

" We recommend that the fupctions of biling, collecting and accounting be properly segregated.
We also recommend that all bilings be provided to thé Finance Depariment.

BD-12 - CONDITION (B

Currently, the certificates of ooctipancy are collected in a folder which § is picked up by the Assessor’s
Department on & periodic basis, We also noted that the newly implemented software has the ability
to generate cerificate of ocouparicy reporis.

RECOMMENDATION:

We recommend that the certificate. of oseupancy feports from the software system be provided to the
Assessor's Department on a periodic basis, but at least monthly,

Consideration can also be given o providing the Assessot’s Department read only access. to the
softivare to be able to obtain the reports directly.
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PUBLIC WORKS

TYPES OF CASH RECEIPTS

Engineer fees

Driveway perniits (Right of way)

Bewer connection Tees

Trash pickup fees

Performance bonds

Sales of recyeling bins, compaosting kits, efc.
Bale of recyclables

NPT G

BACKGROUND

The Public Works Departrment manages the public works operations and the Tramfer Station 'T‘hey
do not currently use a software program o manage operations, but are planmng tor implement the
public works portion of the samé software resently impleménted by the Builditig Department:

Cusforners for trash seivice may sign up in person (form) or on-line. Renters must pay a secur__iiy
deposit before service is started.  Public Werks verifies the application to determine if & security
deposit is required.

A spreacésheet is malntained by Public Works that details the service level reguested by the
customer. The spfeadsheet is shared with the Revenue Collastor. The Revenue Collector sefs up
the customer in the billing system.

The gas fuel purmps are conirolled by user fogon and keys, The diess! fuel pump s not controlied
electranically, but a manual log Is used to document usage. Thete aré no cameras at the fuel pumps.

FRAYD RISK EVALUATION

Level of receipts: Low
Internal Controls Medium
Use of Resourcaes:  High Equipment, fuel, material inventory, vehicles

FRAUD RISK ASSESSMENT

Medium/High (use of resources)

COMDITIONS AND RECOMMENDATIONS:

Based upon our review, we noted the fol 0wmg conditions that are considered to be a fraud risk. For
sach condition identified, we have also provided our recommeandatians to mi tigate the risk identified.

PW-1 - CONDITION (FRACH

Currently, the department accepts performance bonds and draveway borids: All cash bonds are sent
to. the Finance Dapartment. The department doss not maintain and update a listing of bonds {pash
and surety).
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We recammeﬁd that Public Works Department develop a list of both performance bonds and
driveway bonds and update the listing for new bonds and to documeht releases in accordance with

the Town policy.

PW-2 - GONDITION (FRIC):

Currently, the departrment documents cash collections by the use of a receipt beok. The transmittal
reports that aré prepared are nof reconciled to the receipt book.

RECOMMENDATION:

We recommend that the transimittal/deposit be reconciled to the recsiptbook. The transmittal shiculd
identify the applicable receipt numbers.

PW-3 - CONDITION {ERACT

Gurrently, the permits ssued are fiot preriumbered. The permit number is assngned after the permit is
issyed by the employee gocepting payment for the perit. In addition; there is no acoounting for the
sequence of the permits issued,

RECOWMMENDATION:

.Wa recommend ihat pa:mzts be prenumbered and that, at least annu&l%yg the sequence of permit
humbers be accounted for,

PW-4 - CONDITION (FR/C):

Currently, the permifs issued are accounted for on an excel spreadsheet,

RECOMMENDATION:

We recomineid that the spreadsheet be reconiciled fo the receipt book fo ensure completenass,

PW- 5 - CONDITION {FRACK

Currently, the Department also collects fees for frash service if a customer comes fo the Public
Works departmient to pay, Customers are only given a receipt if ihey pay in cash.

Paymiénts aré also accapted by the Revéniué Collector.

RECOMMENDATION:

We recommend that the Public Works Departmient cease aceepting payments frofm customers for
trash service. All customers should be directed to the Revenue Collectorto make payments,

If that recemmendatlan is not umpiamenieci we recommend that the iransac:t;ans ke recorded d rectly
into the trash service bzilmg soitware. Ccr!Eecmm shou!d be balaficed and reconciled to the trash

service sofiwars,
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RECOMMENDATION:

Finally, if the recommendation above is not or canniot be implemented, we recommend that all
collections be dacumented by issuinig 4 receipt from the receipt book,

We also recommend that the receipt book be reconciled to the transrivittal and depasit.

PW- 6 - CONDITION (FRICE

Curréntly; the Depariment uses an excel spieadsheet to manage cusiomer service changes and
recuests,

We recommend that the chariges to servicé be required to be documented in writing from the.
customer and formally reconciled to the actual billing system,

PW- 7 - CONDITION (FRICEH

Currently, the Departient purchases and sells' recycling bing arid compesting kits. Most of the items
are purchased based upon preorders.

RECOMMENDATION:.

We recominend that purchases and sales of these iteriis be formally accounted for. ltems: purchased’
should be inventoried and the sales accounted for the folal value of the pumhase This accounting
should be formally documented and the invehtoty bafance sholld be verified on a perlod;c hasis.

FYY- 8 - CONDITION (FRACY

Currently, the Department receives the monies (checks) for the sale of recyclables, In some
ifistances, emplovess from the Transfer Station deliver the scrap metfal to the dealer who then gives
the check to the employee. The amounts received are fracked and reviewed analytically.

RECOMMENDATION:

We recommend that the checks received for recyclables he sent directly to the Finance Department
and not fo the Public Works Dsﬁepartmam nor provided to the emp}ayea dropping off the materials,

We also recommend that the Town imptement procedures te control the traterials being sold and to
sstiate the expected volume to be able to compare the actual receipts.

38



PUBLIC WORKS

PW- 9 - CONDITION (FRACI:

Currently, the Department equ pment is located .at the Public Works garage. The kevs fo the
pouipment are also Kept unlocked in the garage. The equipment is not formally inspected or
c:ompared fo logged usage.

We recommend that the keys to the vehicles be controlled via a locked key cabinet, The cabinset
shiolild be locked at the end of euch business dayr and only ‘'selected supervisory employges should
have the keys.

We also recomimend that the equipment usage logs be compared 1o the actual usage on a periodic
bagis. This review and comparison should be docurmented.

PW-10 - CONDITION {FRIC)

Currently, the fuel plmps uses‘fiogm is the Town assigned employee number. The fuel pump alsp
requires that the user enter the estimated msieaga of the vehicle, The key for the fuel pump is alsc
pmgrammet% to d specific véhicke.

RECOWMENDATION:

We recammend that the user/login be changed to something other than the employeg’s amployee
number. ‘That Aumber does rot provide the same security 25 a password.

PUY- 11 - CONDITION (ER/IS):

Curreritly, the fuel pumps are able 10 produce a usage report. This report is used by the Finance
Departraent for billing purposes, but it is not reviewed by the Public Waorks Director:

For digsel fﬁu'@I, the usage log is mair;‘ia'ine:d ﬁfian;z_ai!y._

RECOMMENDATION;

We recommmend that the Public Works Director or Assistant Public Works Director review and
approved both the fuel system reportand the manual diesel fusl fog on a weekly basis.

PW- 12 - CONDITION [FRIC):

Currently, there are ho cameras localed at the aithier the gas or digsel fuel purmps.

RECOMMENDATION:

We recormmend that the Town consider installing cameras at the fuel ptimp lodations,
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PW- 13 - CONDITION (FRIC]:

Currently, the Public-Works gatage doss net have a fence to protect the equipment at the location or
to prevent access to the garage affer business hours.

RECOMMENDATION:

We recommend that the Town consider installing 2 ferice to increase the ﬁhysicai secutity and
access to the Town's public works eguipment,
We also recommend thet the Town consider installing 2 keyless entry st the garage with each
employes having a unigue access code to further strengthen the security of the Towr's agsets at the
garage. '
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TRANSFER STATION

TYPES OF CASH RECEIPTS

Dump fees

BACKGROUND

The Transfer Station is open 3 days & week  Thers is a cash register In the shack to record cash
collections.  The employ&e« at the Transfer Station reviews: what is: it the customer's vehicle and
cafculates the fee. There is no scale at the site, so the calculation is based upon the employee's
judgment. There is a camera on site focused on the shack

ﬁe&aﬁﬂyi new: procedures and & form werg ﬁnplemeﬂted to assist in cinwmentmg and balansing the
register. At the end of the day the cash s counted lioth by the employes and & supervisor. The
monies are secured ina drop safe. The supervisor then brings the. cash receipt to the Reverue
Collector,

The Transfer Station accepts cash; checks and oredit cards.

The Town had a review of this department in August 2012, We reviewed the report and the
suggested cantiols recomimended. We have included our recommendations based solely upon our
interview with the Pubi ic Works Department.

FRAUD RISK EVALUATION.
Level of receipts: Mediurm
Internai Controls Medium
Use of Resources:  Low None

FRAUD RISK ASSESSMENT

Medium

CONDITIONS AND REGOMNMENDATIONS:

Based upon our review we noted the foltawmg conditions that are considered to be a fraud risk. For
gach condition identifisd, we have also provided our recommendations to mitigate the risk identified.

TS-1 ~ CONDITION (FRAC)

RECOMMENDATION:

We also recommend that the Town consider eliminating collection of receipts at the Transfer Station
anid implement the use of tickefs or vouchers that would be sold at Town Hall and then used to
dispose of items at the Transfer Station.
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I15-2 - CONDITION (i ):

Currently, the Town does net have & scale at the transfer station and therefore the standard analysis
regarding the weight. of trash accepted vs the weight c}f the trash that is hauted out cannot be

pﬁl‘?ﬂrmed

RECOUMENDATION

We recommend that the Town consider implementing a scale at the Transfer Station.

We recommend that the Town consider performing a formal analysis of the afnount recorded as
revenue based upen the weight hauled out.
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MANSFIELD SUPERINTENDENT'S OFFICE

TYPES OF CASH RECEIPTS

Buzuki = Violin/Cello Pragram

R&smburs&ment for substitutes from UCONN

Cobra checks and FMLA checks for medical insurance

Retiree checks for medical insurance

State Teachers Retitement Board’ quarterly checks for Teachers’ medical insurance

e M =

HACKGROUND

The Maﬁsf” eld Supersntendan’ts Office receives monies for certain programs and for medical
insurance coverdge from various groups. The program monies recelved are matched by the Town
and paid to the teachers who operate the program.

The medical insurance billings for retirees are bifled through the Revenue Coliector, but the other
groups are bifled and accounted for by the Human Resourees Department.

The mail is opened and then distributed by the office secretary, but no log is maintained,

FRAUD RfSK E WiLUﬁ TION

Level of regeipts: Low
Internal Controls Meditm
Use of Resources: Low None

FRAUD RISK ASSESSMENT

Low
CONDITIONS AND RECOMNMENDATIONS:

Based upon our rewew We noted the foiiow;ng conditions that-are considered to be a fraud risk, F or
gach r:on»zfaf:an sdeninfled wa have a!so provided our recommendations fo fritigate the fisk identified.

MSO-1 - CONDITION {ERIC):

Currently, the bilings for medisal insurance Invoices are not being prwldec% o the Revenue Collector
or the Finance Depariment. In add:‘aen, there is no segregation of dufies betwean the billing,
colléction and accounting for thesg revenueshreteivablés. The Fifarice Dapaﬂmani s tof pmwded
the balance outstanding at year end fo record as accounts receivahle.

RECOMMENDATION;

We recommend that the Revenue Collector parform the billing for a?l groups that are reguired to pay
the Town for medical insurance coverage as they auifrently do for retirees.

This will allow the proper segregation of duttes, the proper recording of accounts receivable at year
erd and the proper miohifor ing af activity,
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MSO-2 - CONDITION (ERAG

Currently, the mall is opened and distributad by the office sécretary. The checks received are not
logged and reconciled to the transmital and deposit reports.

RECOMMENDATION:

We recommiend tiat all checks received be logged by the office secretary before distribution and that
the-amount transmitted to the Revenue Collector ba recunciled to the log.
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CAFETERIA PROGRAM

TYPES OF CASH RECEIPTS

1. Lunchsales
2. Federal and state grants
3. Calering sales

mcmmum

The Mansfield Cafeteria programn mperates using prepaad Junch cards. Elementary school students
are required to use the cards to pay for meals. Middie and High Schott students are allowsd t6 pay
cash for lunches.

The program accepts cash, checks and .;‘:‘redfts card payments through a webisite. Credit card
payments are then posted to student accounts; _

Renister reports are run da;iy and the managers inciyde the reports with the deposit. Th@: reports are
not formally balanced.

The Cafeteria Director goes to the elementary schaols. and picks up the deposits and biings them to
the Revenue Collector, The Caféteria Director does not count the deposils. The Revenue Gollector
picks up the deposit fram the Middle School, The ngh School brings the deposit to the Reverueé
Collegior,

FRAUD RISK EVALUATION

Level of receipts:  Medium

Interhial Controls Medium

Use of Resdurces:  Low Fouod supplies and inventory
Fﬁ‘ﬁi}ﬁ RISK ASSESSMENT

Wedium

cw_m“nc:m;&ﬁif@m RE‘{:QMM&N;}M;&}&&

eae:h condition identified, we have also prov;d@d ol recummendaimns to miisgaie the risk’ 1denf|f18d

CAF-1 < CONDITION (ER/IC):

Currently, when the monigs are pxcked up from each sehoo), the reveipts are not counted at that time
and no receipt is provided to the managers to document the amoun‘c of cash transmitted.

Also, the Cafeteria managers do not prepare a transmittal repdrt as do other depariments. The
tranam ittal is prepared by the Revenue Collector,
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We recommend that the Gafeteria managers formally reconcile the register. reports to the ametnt
collected and researchiexplain any differénces. This reconciliation should be decumentad and noted

on the register report and the transmittal.

We recommand that before cash is transmlt‘fed tar tha Reverue Collector, the monies be counied by
the empioyee who is aceeptmg custody of the monies and a mcetpt ba prepared or tha counting
documented in some way such as by a sigr off on the transmittal,

CAF-2 - CONDI "E"EGN f?ﬁf%i’:‘g

Currently, altfiough a register system is bemg used to process the [unch sale transactions, the
cafeteria lunch sales are being recorded Inthe general ledger on g cash basis (the' amount
depasﬁed}

RECOMMENDATION:

We recommend that the sales be recorded based upon ‘the register reports and that - the difference
hetweeh the register feport anid the actial. amount of cash be recorded as cash shortiover.
This amount should bs documerited on the register report and transmittal as noted above.

We recommend that a cash short and over account be establishad for each achool _in ordar to monitor
the amount of differences and allow for adequate monitoring and review when necessary,

We aisa recommend that each Cafa’tena oparation bs rewewed for any ur‘sdepos&t&d mories and if
any exist; they be depasated immedialely.

CAF-3 - CONDITION {gjﬁ;&‘gm

Gurrently, the Revenue Collector is picking up the cash receipts from the Middle School, The
Reveriue Collactor theh raviaws the ragister reports, preparea the transrnittal réport arid makes the

deposit.
RECOMMENDATION:

We recommend that the Middle Bchool cafeteria cash receipts be transmitted to the Revenue
Col tector after proper balancing and praparatmn of the %fansmlttai repart;

This will properly segregate duties and increase efficiency in the Reverue Collector’s office.

We recommend that the, each school have locked babk bags: and & safe to erisure undeposited
monies are secured befare they are dep(}slted and during the transfer ta the Revenue Collector.

GAF-4 - CONDITION {iG):

Gurrently, the cashiers have the ability to.make corrections in the register system,
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RECOMMENDATION:

\We recommend that only the Cafeteria Manager has the ability to make corrections, The corrections
shaui{% be logged by user and a correction report, should be produced on a fionthly basis and
reviewed by the Cafeteria Director of bogkkeeper

CAF- 8 - CONDITION [IC};

Currently, the managers at the elementary and middle Schools de not recotnt the cash réceipts
hafore they are picked up'to be deposited. Elementary schools only collect checks to be applied to
the card and cash for .25 or .50 cents for ice cream.

- RECONIMENDATION:

We recommend that the pracess for baiancrng the registers wi ith each aasﬁ[er include the recounting
of the cash by the Cafeteria Manager and a sign off by the cashier agresing o the amourit of cash
collected,

For elementary schaoals only, consideration should be given to require &l payments to be applisd to
the students card be sent diractly to the Gafeteria office to be progessed,

CAF- 6 - CONDITION (¢
Currently, the Town does not record a la carte sales separately from lunch sales.

RECOMMENDATION:

We rgcommend that all cafeteria revenues be recorded by type in order to aliow for propér monitoring
and reconciliation. This would include student lunch sales, adult lunch sales, al o cart sales, catering

and stafe and federaf grants.

CAF-7 -CONDITION (ICY;

Currently, the Cafeterla bookkesper does the billing for catering. Most catering is done for internal
erganizations and payment is processed through a jeurnal entry done by the Finance Depaitrent.

There is a catefing request form, but the form is not prenumbered.

RECOMMENDATION:

For billings related to outside {)rgamzatmns we recommend that the inveice be provided to the
Finance Departivient af the time the invoice is produced for proper recording and monitoring.

We also recommend that the cafering request form be prenumbered or that the requests be
approved by the Cafeteria Directer and then forwarded to the Finance Départrsht.
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CAF- 8 - CONDITION (ic);

Currently, the Cafeleria software accounts for the balance of each student’s lunch card. The program
has formal policies for when the balance falls below $0, as well as the capability to notify parents
before the balarice goBs: negatwe In certain cases, balantes are transferred between sxblmgs both
during the Vear, if one balance is negative and when a student graduates. The student balance
repoits are ot pmwded to the Finance Department at year erd.

RECOMMENDATION:

We recommend- that the Cafetatia prograrm provide the Finance Department a: student school lunch
balance re;mrt on a quarter!y basis in order that the balances can beé moritored and properly

recorded at yaar end,

We also récommend that the Cafeteria program develop and implement a balance transfér policy and
farm,. All balance transfers should be approved by the Cafeteria Director. If available, g balance

transfer report should be praduced and reviewed on 3 monthly basie

_CﬁF}*ﬁ - CONDITION (ER/ICY:

.R‘EC@MME_NBATEQN:

We recomménd that the inventory be documented. and the. Cafeierza program develop wiilten palicies
and procedures that address the frequency of mventcry counts, the requlred dc}cumantatmn and
approvals for disposal of mmnte:-ry and emplcﬁyeé raspons bli;i:tes felated fo food invéentory and

supplies.

GAF-10 - CONDITION (FRAC)

Currently, the policy is that cashiers aré hot permitted to pay any vendors or other amounts from the
cash receipts in the register,

RECOMMENDATION:

We recommiend that a pqiicy- prc_i’hi_l}itin_g pay cut frem the register be formally documented and
cormmuricated.
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MANSFIELD DOWNTOWN PARTNERSHIP

TYPES OF CASH RECEIPTS

1. UCONN and Town of Mansfield Support (annual check)
2. Membarsths 5 types orlevels
3. Sponsorships/ donations for events

& Town Square

B Bummer Concert Series

oo Movigs on the Square

d. Festival {recorded in Town Special Revenue Furd)
BACKGROUND

The Downtown District is a legally separate Honprofit organization, I is funded jointly by the Town of
Mansfield and UCONN,

in addition, memberships are sold and average about $15,000 anhuatly.

Sporsors provide support for the various events noted above. There are no sales of any kind by the
Bowntown. District at these events;

FRAUD RISK EVALUATION.
Level of receipts: Low

internal Controls Medium

Use of Resources:  Low Nohs
ERAUD RISK ASSESSMENT
Low

CONDITIONS AND RECOMMENDATIONS:

Based upon our review we noted the fol!awmg gonditions that are considered td be & fraud risk. For
each condition zdenttf ot we have also pmwdeci our recommendations to mltagate the risk identified,

D-1 - CONDITION (FRAC)

Currently, the memberships gnd sponsorships are being accounted for and managed using an excal
worksheet. The mambership forms are not prenumberad and membershlps can be purchased on-

line. Thers is no reconciliation of the excel worksheet (6 the' amount recorded for- m&mbﬁ{’ﬁhjpﬁ and
sponsarships to the general ledaer

RECOMBMENDATION:.

We fecommend that the date of the depas;t be noted on the membership form to allow for
racoricifiation to the transmittat report:

We alse recommend thai & reconczi;aimm be performed on a pariodm basis of the membership
revenues and the spensnrshm revenuss 1o the amounit recordsd in the' genaral ledger.
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REGION 19 SUPERINTENDENT'S OFFICE

TYPES OF CASH RECEIPTS

1. E.O. Sfaith Foundation-monies
2. Student out of district tuition
3. Student actvity receipts (when n&c@%aw}

BACKSROUND

The Suparmtandents Office often collects monies that are to- be deposited into the E.O. Smith
Fouridation, @ separaté nonprofit orgamzat:an The Feundation ﬁtji:}pmrfﬁ activities at the High School.
The foungation hag 2 large fund raisers annually.

The Superintendént’s Office also does the bs?lmg and collection of tuition for cm% of district students.
’fhe District is currently only bitling forz students.

Finally, the Superintendent’s Office will aceept receipts for student activity funds in the absence of the
stident activity bookkeeper,

The Superintendent's Office also manages a petty cash fund,

FRAUD RISK EVALUATION

Level of receipts:  Low
Internal Controls Medium
Use of Resources.  Low None

FRAUD RISK ASSESSMENT

Low

CONDITIONS AND RECOMMENDATIONS:

Based upon our review, we noted the following conditions that are considered to be a fraud risk. For
gach condition identified, we have alse provided our recommendations to mitigate thie risk identified.

RS0-1 - CONDITION [FRAC);

Currently, the Districtis celfechng monies for a separata iegal en‘ﬁty Mo rece%pts are pmwded {o the
individual transm:ﬁ;ng the cash mcespts to the District, ‘

_REGGFRMENG&TKON _

ami checks transmitted. The amotlint of recezpts should ba cwnted in the preseme« of the mdwsduai
transtitting the receipls.

We also recommend that the Town. consider developing a formal agreement with the separate legal
entity-to define rghts# re&pensabaittses anci Habairty
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REGION 19 SUPERINTENDENT’'S CFFICE

We also recommend that the District require documertation to be submitied with the-dépasit for thie
arount of monies fransmitted ard the gources of the wionies, The documentation could include
information such as the number of trckets sold or other units of measure to evalugte completeness
and-accountability,

R50-2 « CONDITION (FRIGY:

Curr"en‘dy, the {)lstmct is billing out of District students-for tulion. The billings are not provided to the
F‘mance Department.

RECOMMENDATION:

‘We recomiriend that the Finance Depariment be provided a copy of all [ billings or that the Town
manage the bz]lmg ahid moil@zﬁ;mn process.
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AGRICULTURAL EDUCATION PROGRAM

TYPES OF CASH RECEIRTS

1. Christmas tree sales

2. Poinsstlia sales

3. Planit and vegetable sales
4. Centerpleces (live flowers}-

BACKGROUND

The Agricultural Education (AG) Program generates monies o suppori the program by sales of the
various preducts generated by the prograim: The program also purchases additional Chiistmas frees
for sale ir addition to the trees harvested froi the pmgram tree farm,

All sales:are supervised by a feacher advisor and the cash receipts. are brought to the AG Program
office by the advisor and locked in the safe to' be counted the next schopl day by the program
bookkeeper.

There Is no cash register used {reportedly broken) to record sales, The accounting for the program’s
cash receipts is done by fundraiser on an excel spreadshieet:

FRAUD RISK EVALUATION

Level of receipts: Low

Internal Controls ~ Medium

Useof Resources:  Low None
FRAUD RISK ASSESSMENT

Mediurm

CONDITIONS AND RECOMMENDATIONS:

Based upon our feview we noted the folfowing conditions that are considered to be a fraud rigk. For
each condition identified, we have also provided our recommendations to mitigate the risk identified,

AGED-1 - CONDITION (FRIC)

Currently, the sales are being accounted for by either a receipt book or a paper receipt that was,
irpleinented in fiscal year 2015 for the tree sales. If the customer is provided & paper receipt, they
are not provided a receipt from the receipt book. The paper receipts are not prenumbered to aliow
proper _accountability. They alse do not documerit whether the. payment was made by cash or check.
In addition, the program does have a cash regssier but it is not functioning and has not been
replaced. Based upon the current procedures, thele is no accountability for sales and, thersfore, na
ability to recongile cash collected to sales.
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AGRICULTURAL EDUCATION PROGRAM

We recominend that the cash fegister be repaired or a new one purchased to properly record the
sales of all types of items noted above.

In Hieu of the vash register, a receipt. book shauld be used to account for all sales. The recexpt book
shauid dceument the type of payment (cash or check).

Where possible for all items sold, particularly for the Christmas trees, there should be a systam of
inventory contral, The total amount of trees Tor sale should be dosumented and recenciled with sales.
Trees that are unsalable should be decumented by the teacher advisor when citasmsﬁci

AGED:2 - CONDITION (FRIIC):

Currently, the cash s counted by the student and teacher advisor and documeanted on the envelope.
The cash receipts are brought to the AG program ofﬂce locked i in the- safe and then counted by the

AG program bookkeeper the next schoot day.
,REGGMMENI}ATK}M;

We recommend that the amount of cash collectéd be independently documented by the tsacher
advisor. We also recornmend that the amount feft In the safe bie e-mailed to the Student Activity

bookkeeper,

AGED-3 - CONDITION (FEIC):

Currsmﬁy, t’he cash recerpi:s m%ieczted by the AG pmgram are aouﬁted by the AG prcgram bunkkeeper

bﬂokkeaper{

RECOMMENDATION:

We remmmend that the cash collected by the AG program be forwarded fo the stucent activity
bookkeeper for deposit like all other student activity funds. This will provide additional control,
mc:mi{::ﬁng ‘afid siccotntability for these monies.
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STUDENT ACTIVITIES

TYPES OF CASH RECEIPTS

1. Studenf Act;mi:
2 Sales
3, Donations

BACKGROUND

The Student activities funds are designed to account for the various activities of the students.

Alttiough the. Town/School District has custody of these monies, they belong to the student clubs and
ac:’c:vrtias that raised the monies. Student activities also include the monies raised from various
events such as plays, véarbdok sales, pram, ete.

The funds are managed by the student activity bookkegper and are reoorded in the Towr's general
ledger system. Disbursements are confrolled through the use of a $50,000 imprest account that
allows the. hook&eepﬁr to wirite checks as heeded. The chacks snd suppor&mg docutnentation ‘are
then sent to the Town to be recorded in the general Iedger and to reimburse theimprest account,

The bank recondiliation is completed by the Finance Department.

FRAUD RISK EVALUATION

Level of receipts: IMedium
Internal Controls Meditm
Use of Resources:  Low Tickets, merchandise

FRAUD RISK ASSESSMENT

Medium

CONBITIONS AND RECOMMENDATIONS:

Based upon our review we hoted the following conditions that are considered to be a fraud risk. For
each condition identified, we have also provided our recommendations to mitigate the risk identified.

SA1 - CONDITION {F:

Curfently, student activity advisars and others biing monies to be deposited. fo the student activity
bmakk@epﬁar in the Supermt@ﬂdem s office. The advisor complates a depas t form noting the amount
of the depasit and the activity the receipts are for, The advisor then signs the fortn. and logs the date
and amount of the deposit on the. deposil fog, The:rmonies then are fransmitted to the Dustnct The
monies are not counted by the studeént :actwlty boakkaeper at'that time. YWhen they arg counted; if
there is any discrepancy, the advisor is contacted to review. The monies for that activity ere not
deposited until the differénce is resolved.
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STUDENT ACTIVITIES

RECOMMENDATION:

We recommend thaf the monies be counted in the presence of the: adviser and that the advisor be
given a receipt for the amount transnitted (Cash and checks).

The receipt book then stiotild be used to balance the amount depositéd and the amotnts recorded in
the general ladger.

$A-2 - CONDITION (FRACY:

Cuirently, not all activities prévide the bockkeeper supporting documentation with the monies being
deposited,

RECOMMENDATION:

‘We recommeénd that detailed supporting documentation be provided to the bookKeeper to support the
amount’ being deposited, The documentation should include receipt book numbers, counts for
number of sales of marchandise or tickets, regsster reports or other documentation that documents
completeness,

Thé supperting dosumentation should include details o the payment type {'cash vs check).

SA-3 - CONDITION(ERIC)

Certain types of actmﬂas are able to be vetified using a min/max or reasonability test. ‘Examples of
these type of activities would be any event with-ficket sales, dues, sales {yearbook), etc. where there
is & known quantity available.

RECOMMENDATION:

We femmmend that i;he District regire. the use and formal documentation of a mir/max or
reasonability test for activities where the data is availabls,

The e{:mumabi fity for the total pc)tentmf value should be compared o the revenuss recorded and the
balance remalning of the rerchandise or number of tickets.

We also recommend that any comp tickets or merchandise bg formally approved; documented and
docotnted for 1o allow for this type-gnalysis,

5A-4 - CONDITION (FRACE.

During our réview we hoted that certain attivities are being accounted for through the school bank.
Transactions recorded through the school bank creates detailed records of the payments recelved by
student. The school bank software creates a détailed repoit for the payiment made by each student’
for a particular fime period that supports the deposit.
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STUDENT ACTIVITIES

RECOMMENDATION:

We recomimend that the District require all activities to use the scheal bank for student specific
payments to ifcfease acc;nur;tabmt}f and provide adequate supporting docutnentatioh for deposits.
Use of the school bank also provides the details needed to verify payments made by each student if a

refund !:xac.omes necessary.

SA-5 - CONDITION (FRACH

Curtently, the District does not use a formal software program fo account for the ‘activity for gach
student activity fund. The bookkeeper accounts for the antivity for each fund using excel. The activity
is tracked by the Town's general ledgér saftware system by fund, but is not capable of accsunting for

the balance of each fund,

RECOMMENDATION:

We recommend that the Distriet dohisider the purchase and use of g student activity software program
to increase-the eff;uency of accounting for sach Tund, The software can be used to produce monthly
repoits for the Town to record the student activity funds' transaction.

SA. 6 - CONDITION {FRIC):

Currently, the monies caEIected for the agricutural education program are processed by the student
actmty Beokkeeper, but are ciepes ited directly by the agricoltural aducation bookkegper,

RECOMMENDATION:

We recommend that all monies be procassvd:‘depos;ied by the student activity bookkeeper. This wil
increase a‘fﬂm@nﬂy and maﬂzmrmg gver the activity of this program.

SA-7 - CONDITION (FRACY:

Currenﬂy the student activity advisors are not formally provided activity reports on a specific periodic
basis for the funds: they are responsible for,

RECONMMENDATION:

We recommiend that on a monthly basis, each advisgr be provided a report that details the activity of
the fund ihey are managing and that the advisor be required o sign and return the report as. amdance
of fevievd,

SA-8 - CONDITION (FRACY

During our review of the listing of student activity funids, we noted the following:

The District has custody of class funds going back to 1994

Old: schofarshlp furds are recardaci in the student activity fund ledger

There are many inactivé activity funds’ that have het had ‘activity in geveral years
There are accounts with negative balances

There are fumcfs that da not appear to be student related

E- N S ]
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STUDENT ACTIVITIES

RECOMMENDATION:

We recoimand ihat the ﬂastnct lmmednately disburse all monies related fo the gradusting classes to
the class officer or obtaif an authorization from the cless that the monies be dénated to the District of
the Foundation.

RECONMMENDATION:

We recornmend that all scholarship. monies be removed from the student activity fund and bank
account and be properly reported as private purposé trust funds or transferved to the Foundation,
RECOMMENDATION:
We recorimend that the District review all current accountsto determine the following:
»  Acsounts that are not active and should be closed.
The plan (0 address the funds with negative balances. A formal policy and procedures should
be developed and implemented to prevent accounts from being overspent.

¢ Avcounts that are not "student activities’. These amounts should be seyregated from actlal
student miohigs and retorded propéarly ahd reported under the properfund type.

S4-9 - CONDITION (ERACY

During our review of the listing of student activity funds, we noted that there are accounts labeled
prms;p:al ¢ account and inferest.

RECOMMENDATION:

We recomniend that the District develop and implemeént a formal pz)hcy for {he prineipal aecount and
the interest ascount, The palicy for the pringipal sccount should include a detailed policy on what the
funds in that account can used for and any required apprevals.

The: poilcy for the interest account. should include how the interest will be allocated to the various
activities or the specific purposes that the monies can be used for.
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EASTERN HIGHLANDS HEALTH DISTRICT

TYPES OF CASH RECEIPTS

1. Fees (oaﬂac:ted on sife}
2. Fees (collected by District thembers)
% Gratts

BACKGROUND
Eastern Highland Health District (EHHD) oollects fees directly from custormers and the fees forwarded
to the District office coliected by the, District member fowns. Certain towns send the District & chieck
for the amount collected and othet member towns send the: actual cash and checks,

The District has purchased a new software program that will aflow on-line permitting and the tracking
of permits. o T

FRAUD RISK EVALUATION

Level of receipts:  Low

Internai Controls  Medium

Use of Resources:  Low Vehicles, laptops/IPADS, smart phones
FRAUD RISK ASSESSMENT
Low

CONDITIONS AND RECOMMENDATIONS:

Based upon ourf review, we noted the following nohditions that are considered to be a fraud visk. For
each condition identified, we fiave algo provided our recommendations to mitigate the risk identified.

EHHD-1 « CONDITION (ERIA Gl

Gur{entiy, the deposit is prepared by the clerk. The deposit-and transmitial are not reviswed by the
Departrient head before sending it to tha Revenue Collector.

RECOMMENDATION:

We recommend that the Department head review the deposit and transmittal before it is seni to the
Revehue Collector,

EHHD-2 - CONDITION (FENC):

Curreritly, certaln towns gend the actual cash and checks collected to the District to be deposited vs
sending a check fur the amount collected.
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RECOMMENDATION:

YWe recommend that the Disty] t require the member towns o provide the District a check for the
amount colledted. Suppart ing documientation for the deposit should also be forwarded with the check
to Teview for cempieteness and proper recording.

EHHD-3 - CONDITION (FRICE

Currently, there is no minfiiax or reasonability caloulation performed on permit revenue as a method
fo snsure complatenass,

REGOMMENDATION:

We recommend that & min/max of reasonability calculation be performed on a periodic bagis, but-no
less than annually, o ensuie & I perimit revenuas have been properly racorded.

EHHD- 4 - CONDITION (ERACY:

Curréntly, the applications for permits are not prenumbered.

RECOMMENDATION:

We recoinmend that all permits be prenumbsred and that the accountability for all permits issued bs
performed on'a periodic bagis, but at least annually,

EHHD- § » CONDITION fFR }

Gurrentiy, a prenumbered feceipt booK is used for all payments processed in the District. office,
mclus&mg the applications accepted in Ashford where the District has office hours. A receipt is. also
issued for the total receipts transmltted by other towns when they are. bmught to theé District office.

RECOMMENDATION:

We recommend that the activity of the receipt book he balanced and regonciled fo amounts entered
mtcz the permit. trackmg database and the transmittal/deposit.

EHHD-8 - CONDITION (FRAC:

Permits are entered into a database that is used to. track permits and prepare the: transmiftel to the
Revenué Collector. Currenﬂm there is ho reconciliation of the permit datsbase to the amount
recorded in the general ledger.

RECOMMENDATION:

We récomiriend that the permit databa% be raconciled to the genaral ledger onea guarterly basis, but
at a minimum annually.
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EHHD-7 - CONDITION (FRACY:

The D:strwi has vehrcleﬂ that are used by Distri ict employess. Per polley, only the Director takes a
vehicle home. The other vehiclés are not located at Town Hall, therefore, actial monitoring of the
policy is not possible. Thereis a vehicle log, but itis not revlf_z_wed during the year, only-at year end,

RECOMMENDATION:

We recommand thiat the vehicle use log be compared fo the actual mileege on a geriodic basis, but
riot less then guarterly.
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DISCOVERY DEPOT

TYPES OF CASH RECEIPTS

Day care faes
Fundraising
State grants
Book sales

D Lapr

BACKGROUND

Discovery Depot is 8 separate legal entity that operates a day care fagi lity. The day care prograsm is
funded through parent fees, state grants to the Town and various fundraisérs conducted throughout

the year,

Fees are based dpon a sliding scale baséd upari income, The feds are accountad for through & day
care related sofiware program.

FRAUD RISK EVALUATION

Level of receipts:  Medium

Intérhal Controig Mediam

Use of Resources: Low Seivices
‘ FRAUD RISK ASSESSMENT

Medium

CONDITIONS AND RECOMMENDATIONS:

Based upen our review, we noted the foitowmg conditions- that are considered to be a fraud risk. For
each condition identified, we have also provided our recommiendations to mitigate the risk identified.

DDBC-1 - COMDITION (FRAGT:

Currently, a customer is issued a ref:elpi from the rece ipt book only when a payment is macie for the
enroliment fee or when a cash payment is receivied. Other payments are processed thmugh the day
care soitware and the receiptis left in the parent’s mailbox.

RECOMMENDATION:

We recommend that all transactions be processed directly through the register software or that the
receipts issued be reconciled to the register report,  The reconclliation should be documented and,
provided with the transmittal report to the Revenue Coliector.

81
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DDDC-2 - CONDITION (FRACY:

Access to the day care software system was limited to the Director and Assi stant E:*restor Certain
other eraployees had réad only agcess. The day care operation is cirrently witholt a Director,
Gurmﬂtiy, the acting Darecrtur the former Ass;aiamt Director, is processing all the fransactions in the
day care sofiware program. The Adling Director then also balances the actlwty and prépares the
deposit and transmittal,

RECOMMENDATION:

We recommend that the protedures be révised to coirect the lack of segregation of duties over the
ceish recelpt process. We recommerid that an employee be agsigned to process the transactions in
the software system, batance the activity ‘and prepare the deposit: The balanced reports and the
Heposit should then be reviswed and approved by the Diractar or Assistant Director.

Fees are charged to customers based upon income and State determined guidelines. The fees
calculated are not reviewed, recalculated orformally approved.

RECOMMENDATION:

We recomifmend that an excel based form bé deveioped and implemented to caloulate the fee to be
charged to each custormner and that the caloulation be forma!iy reviewed aﬂd approved by the {;}rrex;mr
or Assistant Direclor,

DDDC- 4~ CONDITION {FRAC

Gurrently, the E’Jay care requires oustomers to sigh a one year cantract when their child is registerad.
The coriract also requires a deposit af the time of registration. Thie deposit varigs based upon the
amount of the fees to be charged. The information is entered into the software system anda report
éan be genergted detalling ‘the ﬁepossts that have been paid. This report is rot produced and

reconciled on & periodic basis and is not belng provided to the Finance Department,

RECOMMENDATION:

We recommend that the customer depasit report bie reviewed and recongiled. The report should be
generated and provided to the F:nanee Deparﬁment of & maﬁthiy basis to be sure amounts are
pmpeﬂy recorded and- repﬂrted

DDUC- 5- CONDITION (FRAC):

Gurfentin customers are invoiced fees on a weekly basis. Reminiders are sent to customers for
definguent fess, Based upon discussion, any acceunts recélvable write offs wolld need to be
appmved by the Board, but there is no fmma& written policy, The software has the ability to produce
an geeounts receivable repsrf This repert 15 ot currently b@mg provided to the Finance Depaftment
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RECOMMENDATION:

We recommand that the accountis receivable repart be produced on & menthiy basis and sent to the
Finance Department {0 ensure proper record] Ing, reporting and fronitoring.

We recommend that the formal pracedurés be developed and implemented for accounts receivable
write offs (bad debts). The Depot Board should initially approve the amounts 1o be writtery off arid
then forwarded to the Town for’ final approval.

ODDC- 6~ CONDHTION WE‘&@Q@%

The Day care recsives cértain state grants that require penodic reporting. The reports coniain both
financial and nonfinancial data. The reperts ére not currently being prepared or reviewed by the
Finance Departmerit before being submitted tothe State.

RECOMMBMENDATION:

Ve recommend that the granf reporis be reviewed and agproved by the Finance Department before
beinyg submitted to the State.

DDDC- 7- CONDITION (FRACE

The Day care program has a function fo process customer refunds when necéssary for overpayments
and to return custorner deposits. The Day care does nof currenily have a formal refund poliey or
refund form to docurent the request and approval of the refund,

The software program has a refund function and, therefore, can produce refund andfot adjustment
reports. These reports are not currently being produced and, therefore, nof provided to the Fihanse
Department for review.

REGOMMENDATION:

We recommend that the Cray care dev&iop and implement a format refund pe icy mciud;ng a refund
form. The policy should includeé the process for requesting and obtaining a refund including the
required docuimentation and approvals.,

Once approved, the refund reguests should be forwarded to the Fihance Department {o process,
along with the report from the software to suppart the amaunts requested to be refunded,

Any other adjusiments that are processed through the software should be supported with

documentation and proper approval. A software: report of all adjustiments should be reviewsd and
approved by the Director and sent fo the Finance Departiment to ensure proper recording.
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DDBDC- 8- CONDITION (FRAC

The Day care charges additional fees for extended day of late pick up. The fes is assessed {o the
customer using a form when late pick up oceurs. These forms are not prenumbered.

RECONMMENDATION:

We recommend that all additional billing forms be prenurabered and that the accountability for all
additional fees issued be performed on a periodic basis, but at |least apnually,







FRAUD POLICY

BACKGROUND

Best pracﬂaes are for organizations to implement -a fraud policy in addition to any personnel
poJ;caas code of conduct and canflict of interest policies,

Written policies which directly address fraud and the related consequences have proven to be
deterrent.

The Town currently has a Fraud Prevention and Reporting Policy and a Whistleblowers
Policy.

RECOMMENDATION:

Based upon our review of the Town's Fraud Prevention and Reporting Pelicy, we recommend
that the Town consider the following update to the current policy.

1. Updating the ptohibited acts to include the following ttems:

Theft, misuse, or diversion of equipinent andfor materials

Warkar’s com pensatzm fraud

lni&nﬁum& failure {o report damage

Intentional failure to provide. pmduct oF sgivices thatare a part of your job
Intentional misrepresentation 6f Town's'or govemmaental policies

ponow

2. Update to include the definition and prohibition 6f abuse

Abuse entails the exp!aitatmﬂ of "loopholes”™ to the limits of the law, primarily for personal
advantage For exampla an empinyeae ahusges a. system of ‘éraual allowances by mtan’uonally
dnd Unhecessarily soﬁaduimg maaimgs in another Town on & Friday aftermoon and on the
following Monday matning in order to ¢l laim per diem over a weekend.

3. Ihclude clear respanssbﬁzty for management and employee with respect to being awareg
of fraud and to rmonitor and reporf suspicious activity.

WManagement Responsibilities
a, Mandgement is r@spanssble for being alert to and for repartmg fraudulent or related
dishonest activities. in their areas of responsibility. :

b. Each, manager should be familiar with the types of impropriefies that might dcou? in his or
her area @nd be alert for any indication that improper activity, misappropriation. or
dishonest activity is or wag in existence in his of her area,

c. When an improper aclivity is detected or suspscled, mahdgement should determine
whether an eror of mistake has oeeurred or if thefs may be dishonest or fraudulent
actiiity.

65




FRAUD POLICY

d. Managemf&nt must give full and. unrestrrcted gocess. tm all necessary records and

personnel. Al Town furpiture and cantents, mcludmg desks and computers, are oper to
ingpection at afy time. There is no aswmpﬁon of privacy. _

e. In dealing with suspected dishonest or fraudulent sctivities, great care must be taken,

f.

Therefore, management should not;

1.
2,
3.
4.

Make unfounded acsUsations,
Alert suspected: individuals that an investigation is underway.

Freatemplovees unfairly,

Make statements that could leadto claims of false accusations orother offenses,

In handling dishonest or fraudulent activities, management has the responsibility to:

1.

Make no contact {unless requested) with the suspected individual 1o determine facts or
demand restitution. Under no circumistances should there be: any reference to “what
you did®, “the cnme’ “the fraud”, "the 1 n:sappmpnatran" &le.

Avold dtscussmg the case facis suspxcnans or atlegamm with anyone outside the

ﬁ‘vmd dasmusamg the case wsth anyone nsu:ie the Tewn z)ther than empioyees who have
& need to krow such as the Town Mahager or Town Attorney of law- ehforcemant
personnel.

Direct all inguires from the suspected individual, or his or her representative, to the
Town Altorney. All ihquiries by an attomey of the suspected individual should be
directed to the Town Aticrney, The alleged fraud or audit iInvestigation shall not be
discussed with the miedia by any person other than the Town Manager, Police Chief ot
his designes, and the Town Attorney:

Emiployee Responsibilities
(A

A suspected fraudulent incident or practice’ observed by, or made known 1o, an
employee must be reported to the employee’s supervisor for reporiing to the proper
management-official,

When the employee believes the supervisor may be involved in the inappropriate
activity, the employes shall make the report directly to the next higher level of
managemeant or contact the Town Attorney.

. Add statement that there are no excéptions to the policy

EXCEPTIONS
There are no exceptions 0 this policy urless. provided and approved by the Town: Manager
and the Town Attormey.
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Town of Mansfield, Connecticut

Table of Recommendations by Type and Priority

I

I

!

!

Priority evaluations include consideration of amount of monies collected {materiality) and volume of transactions.

Priority levels identification is 1 for highest priority to 3 for lower prierity recommendations

Recommendation

Number Recommendation Type Recommendation Summary Description Priority
General
GEN-1 Operational Use of a standard transmittal report for cash receipts 3
GEN-2 Operationat Requirement that supporting documentation be attached to cash receipts transmittal form 3
GEN-3 Fraud Risk/Internal Control Develop formal policies and procedures for Town fundraising activities 3
When receipt books are used to document cash receipt collections, the cash receipts should
GEN-4 Fraud Risk/internal Control be reconciled to the receipt book {recaipt XXXX to XXXX} 1
Develop and implement formal policies and procedures to require all department heads,
advisar, etc. to review budget and actual or activity reports formally communicate
GEN-5 Fraud Risk/internal Control comments or no comments 2
GEN-6 Fraud Risk/internal Control All checks received should be immediately stamped “for deposit only” 1
Formally document the current policies being used by the Town to conduct business and
GEN-7 Fraud Risk/Iinternal Control communicate the policies to the public. i
GEN-8 Fraud Risk/internat Control Consolidation of all Town billings to the Finance Department or Revenue Coilector’s office 2
Development and use of min/max or reasonability tests to ensure that all revenues are
being properly transmitted to the Revenue Collector and being properly recorded in the
GEN-9 Fraud Risk/internai Control general ledger 2
For each of the software programs being used by various Town Departments, 2 review of
parmission should be performed o limit the permission to the employges direct
GEN-10 Fraud Risk/internat Controf responsibilities 1




Town of Mansfield, Connecticut

Table of Recommendations by Type and Priority

t

I

E

!

Priority evaiuations include consideration of amount of monies collected {materiality) and volurme of transactions.

Priority levels identification is 1 for highest priority 1o 3 for lower priority recommendations

Recommendation

Number Recommendation Type Recommendation Summary Description Priority

Town Clerk
Each employee shouid be assigned a unique log in ID. Employees should fog off during

TC-1 Fraud Risk/internal Control breaks or at the end of the day. i
Alf transactions should be entered into the Town Clerk's register software system. The
internally developed dog license software should be used to manage operations and not for

TC-2 Internal Control recording transactions 2
Internally developed software activity should be reconciled to the amount processed in the

TC-3 Internal Control Town Clerk's register software system and the general ledger. 1
The ability to void transactions be limited to certain designated employees or that the void

TC-4 Fraud Risk/Internal Control transaction report be printed and approved by the Town Clerk on a2 monthly basis. 1
The Town Clerk’s policy regarding provide customer's change for overpayments made by

TC-5 Operational checks should be reviewed, finalized and communicated to the public. 3

Polize Department
A receipt book system should be implemented to document amounts collected and allow

PD-1 Fraud Risk/Internal Control the balancing of activity. 1
A formai system should be developed to properly account for and monitor the activity of
ardinance violation tickets issued and cellected. The Pelice Department should not be
coliecting the monies for the tickets that are issued. The ticket spreadsheet should be

pPD-2 Fraud Risk/internal Controf reconciled to the general ledger on a pericdic basis. 2
Exception reports should be generated by user and the reporis be reviewed and approved
by a supervisor. £ach user should be assigned & unigue user account and gassword in order

PD-3 Fraud Risk/Internal Control that all transactions can be identified by user, 2

PD-4 Fraud Risk/Internal Contro} The Town should set up formal policies and procedures for ticket adjustments. 3
The Town should develop and implement formal policies regarding the use of the

PD-5 Fraud Risk/Internal Controd eguipment and inventory. 3
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Recommendation

Number Recommendation Type Recommendation Summary Description Priority
Human Services Depariment
All current polices should be formally documented and the policies should include the
HS-1 Fraud Risk/internal Control development of forms to document activity and the required approvals. 2
HS5-2 Fraud Risk/internal Control All requests for assistance should be documentad on an intake form or application form. 3
The donations spreadsheet shouid be reconciled to donor recognition letters. This
HS-3 Fraud Risk/Internal Controf reconciliation should be reviewed and approved. 3
Transmittal/deposit forms should be reconciled to the receipt book. The transmittal should
identify the applicable receipt numbers. A receipt should be provided to the donor of gift
cards and a separate receipt book should be used for that purpose and reconciled to the gift
HS-4 Fraud Risk/Internat Control card inventory form, 1
Planning and Zoning/Wetlands
The department should use a prenumbared receipt bock for all transactions and the receipt
book should be reconciled to the transmittal reports and the related deposit. The new
software instalied by the Building Department should be reviewed and considered if it is
PZW-1 Fraud Risk/internal Control capable to manage the permits and appilications by the department. i
All permits should be prenumbered and the accountability for all issued permits should be
PZW-2 Fraud Risk/Internal Control performad on a period basis. 1
PZW-3 Fraud Risk/Internal Control Transmittals and deposits should be compieted on a daily basis, but no less than weekly, 2
When transmittal reports are prepared, a reconciliation shouid be performed to baiance the
PIW-4 Fraud Risk/internal Control activity being reported. 2
A log of permits and applications should be developed and implemented to monitor
PZW-5 Fraud Risk/internal Control department activity. 2
Quarterly report sent to the Town Manager shouid be modified to include amount of
PZW-6 Fraud Risk/Internal Control monies collectad. . 3
Permits should be prenumbered and the sequence of permit numbers should be accounted
PZW-7 Fraud Risk/internal Controi for. 1
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Recommendation
Number Recommendation Type Recommendation Summary Description Priority
Parks and Recreation
An adjustment report should be generated as part of the daily balancing procass and
PR-1 Frayd Risk/laternal Control reviewed and approved by the Recreation Direcior. . 1
After the prices are programmed into the register, they should be reviewed and approved
PR-2 Fraud Risk/Internai Control by the Recreation Director. 3
The Town should develog and implement a formal policy regarding the processing of
PR-3 Fraud Risk/Internal Contro} transactions by the managers from the back office. 2
Adl rental applications should be prenumbered and the sequence of applications approved
should be reconciled with the amounts recorded as revenue in the general ledger. The
amounts deposited and recorded in the general ledger should be reconciled to the
PR-4 Fraud Risk/internai Control calendar/binder that is used to manage the rentals. 3
The scftware should be reviewed to identify a more efficient process for applying
household payments and to eliminate the need to add notes and reenter the transaction o
the proper category. The activity report for household credits should be reviewed and
approved by the Recreation Director and provided by the Finance Department on & periodic
PR-5 Fraud Risk/Internal Controf basis. 1
The Town should develop and implement a policy for credit balances, The activity report for
PR-& Fraud Risk/internal Control credit balances should be provided by the Finance Director ¢n a periodic basis: 1
Any required credits should be formally requested and approved, A credit request form
stiouid be developed and implemented to document approval. A report showing credits
PR-7 Fraud Risk/Internal Control processed should be generated, reviewed and approved hy the Recreation Director, 2
PR-8 Fraud Risk/Internal Control The Town should review the contracters to determine if they can be paid by enrollment. 3
PR-§ Fraud Risk/Internal Control Pocumentation of physical inventory should be retained. 2
PR-10 Fraud Risk/Internal Controd inventory used for promotional items should be recorded through the €eg§stef software. 2
The Department should develop and implement formal policies, procedures, and forms to
PR-11 Fraud Risk/internal Control document all adjustments of inventory balances. 2
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Recommendation
Number Recommendation Type Recommendation Summary Description Priority

A report of unredeemed gift certificate balances should be provided by the Finance

PR-12 Fraud Risk/Internal Control Department on 3 periodic basis. p
The Town should develop formai policies and procedures regarding definquent accounts
PR-13 Fraud Risk/internal Control receivabies and when they are sent to collections. pi

Senior Center

The counting and verification of amounts received should be documented on the
~ transmittal form, The Town should develop a policy regarding the Town collecting monias
5C1 Fraud Risk/internal Control for outside vendor programs. 2

The activity of the receipt book should be balanced and recenciled to the amount entered

SC-2 Fraud Risk/Internal Control into the Senior Center software program and the transmittal/deposit. 1

SC-3 Fraud Risk/internal Control The functions of collecting, recording and preparing the deposit should be segregated. 1
The Town should develop a policy regarding separate organizations providing programs and

SC-4 Fraud Risk/Internal Control services at the Senior Center. 3

Tax Collector

£ach employee should be assigned a unique log in 1D. Employees should log off during

TXC-1 Fraud Risk/Internal Control breaks or at the end of the day. 1
TXC-2 Fraud Risk/internai Control Tha abifity to void transactions should be limited to certain employees. i
TXC-3 Fraud Risk/internal Control Void and other exception reports should be reviewed and approved by the Tax Collector. 2
TXC-4 Fraud Risk/Internal Control The Town should consider implementing a lockbox service for tax payments. 2

The Tax Collector's office should implement procedures 1o segregate duties regarding the
TXCS Fraud Risk/internal Control cash receipts function. 1
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Recammendation

Number Recommendation Type Recommendation Summary Description Priority

Revenue Colfector
As transmittals are submitted, the cash should be counted and a receipt should be issued or

RC-1 Fraud Risk/Internal Control the transmittal should be signed by the Revenue Collector's Department and the empioyee. i
The billing and collection process should be properly segregated. Also the billing register

RC-2 Fraud Risk/internal Control should be reviewed and approved by the responsible department. 2
The Town should develog and implement formai policies and procedures for sewer billing

RC-3 Fraud Risk/Internal Control corrections. 3
The Town should implement formal procedures to ensure that all ticket fines paid are
posted on a timely basis. Activity from the prenumbered receipt book should be reconciled

RC-4 Fraud Risk/Internal Control to the amount coliected and the amount posted to the ticket software system. 2
The Town should review the software capability to determine if reports can be generated or
developed related to the adjustment of fee amounts. If reports can not be generated, the

RC-5 Fraud Risk/Internal Control Town sheuld implement formal policies and procedures over adjustments. p
All departments should be required to provide supporting documentation for the amount

RC-6 Fraud Risk/Internai Control being deposited along with the transmittal report. Z
The Town should consider centralizing the billing and collection of other Town departments
to the Revenue Collector's office. The Town should aiso consider separating the billing and

RC-7 Fraud Risk/Internal Control collection functions within the Revenue Collector’s office. 1
The Town should review the desired role and responsibilities of the Revenue Collector's

RC-8 Sest Practices department and the actual time being dedicatad to each functions/department. 3
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Recommendation

Number Recommendation Type Recommendation Summary Description Priority

Library
The Library should develop and implement formal policies and procedures for any fee or
fine waivers. The Library should account for the collection of all fines and other cash
receipts using the Library software. The register report should be attached to the
transmittat report. The Library should implement a pelicy to correctly identify each

LB-1 Fraud Risk/Internal Control transacticn by the appropriate payment type. 1
Procedures should be implemented to document the number of pages printed, fees
charged, and fees waived. A formal policy should be developed and documented on the

LB-2 Fraud Risk/Internal Control waiver of fees. 3
Library software should be reviewed for capability to produce exception reports. These

LB-3 Fraud Risk/internal Control reports should be reviewed and approved on a periodic basis. 2
The Library should develop and implement a formal refund form. All refunds should be

LB-4 Fraud Risk/internal Contral processed through the Finance Department. 2
The Library shouid formally document the current policies in place and communicate them

LB-5 Fraud Risk/Internal Control 1o employees and the public. 3
Sales for miscellaneous items should be recorded through the register system. Also an

LB-6 Fraud Risk/internal Controd inventory control sheet should be maintained and updated for purchases and sales. 3

' Each employee should be assigned & unique log in [D. Employees should log off during

LB-7 Fraud Risk/Internal Controt breaks or at the end of the day. 1
The Library should implement procedures to segregate duties with respect to the cash
receipts function. Cash and check amounts shouid be detailed on the transmittal form for

LB-8 Fraud Risk/Internal Control verification. 1
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Priority evaluations include consideration of amount of monies collected {materiality} and volume of transactions.

Priority levels identification is 1 for highest priority to 3 for lower priority recommendations

Recommendation

Number Recommendation Type Recommendation Summary Description Priority

Building Department

BD-1 Fraud Risk/Internal Control ‘The Town should develop and implerent a standard form to calculate building permit fees, Z
The Town should require supporting documentation for the estimated value of a project,
including a written estimate or contract. The Town should implement a formal policy/form

BD-2 Fraud Risk/Internal Control tc document review and approval of building permit fees. ' 2

BD-3 Fraud Risk/Internal Control The Fire Marshall should be reguired to review and approve the permit applications. 3
The permit charges for the two developers with formal agreements with the Town should

BD-4 Fraud Risk/Internal Control be formally approved by the Building Official. 2
Building permits should be prenumbered and the sequence of permit numbers shouid be

BD-5 Fraud Risk/Internal Control accounted for. ' 1
The Town should review the reporting capability of the new software and use reports from

Bb-6 Fraud Risk/Internal Control the software to balance collection activity. 2
Only the Building Official and Assistant Building Official should have the administrative
rights to be able to void/delete/rollback permits. And exception report shouid be produced

BD-7 Fraud Risk/internal Control on a2 monthly basis and should be reviewed and approved by the Building Official. 1
The software should be reviewed to determine if a report can be produced that will present

BD-8 Fraud Risk/Internat Control the toial collected by payment type, ’ 1
The cash receipt activity should be reconciled to reports generated from the software

BD-9 Fraud Risk/internai Control program. ’ : 2
The Town should review its policy and develop a formal policy regarding checks received for

BD-10 Best Practices incarrect amount, ) 3

BD-11 Best Practices Al collections should be reconciled to the software system reports. 1
The functions of Gilling, collecting, and accounting should be properly segregatad. All billings|

BD-12 Internal Control/Eraud Risk should be provided to the Finance Department. 1
The certificate of occupancy reports from the software system should be provided to the

BD-13 Best Practices Assessor's Department on a periodic basis. 3
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Public Works
The Public Works Department should develop a iist of both performance bends and
PW-1 Fraud Risk/Internal Control driveway bonds and update the listing in accordance with the Town policy. 3
PW-2 Fraud Risk/Internal Control The transmittal/deposit shouid be reconciled to the receipt book. 1
’ Permits should be prenumbered and the sequence of permit numbers should be accounted
PW-3 Fraud Risk/Internal Controf for. i
PW-4 Fraud Risk/Internal Control The spreadsheet of permits issued should be reconciled to the receipt book. 1
The Public Works Department should stop accepting payments from customers for trash
service and should instead direct them to the Revenue Collector. If not, transactions should
be recorded directly into the trash service billing software or by issuing a receipt from the
PW.-5 Fraud Risk/Internal Control receipt book. 2
Any changes to services should be required 1o be documented in writing from the customer
PW-6 Fraud Risk/Internal Controi and changes should be formally reconciled to the actual billing system. 3
PW-7 Fraud Risk/Internal Control Purchases and sales of recycling bins and composting kits should be formally accounted for. 3
Checks received for recyclables should be sent directly to the Finance Department. Also the
Town should implement procedures {o control the materials being sold and to estimate
PW-8 Fraud Risk/Internal Control expected volume to compare to actual receipts. 3
Keavys to vehicles should be controlled via a lock key cabinet. Also equipment usage logs
PW-9 Fraud Risk/Internal Controd should be compared to actual usage on a periodic basis. 2
PW-10 Fraud Risk/Internal Control User logins should be changed to something other than the employee’s employee number. 2
The Public Works Director or Assistant Public Works Director should review and approve
PW-11 Fraud Risk/Internal Control both the fuel system report and the manual diesel fuel log on a weekly basis. 2
PW-12 Fraud Risk/Internal Control The Town should consider installing cameras at the fuel pump locations. 3
The Town should consider installing a fence and ais0 a keyless entry at the garage. Each
PW-13 Fraud Risk/internal Control emplovee should have a unique access gode to the garage. 3
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Recommendation
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Transfer Station
T5-1 Fraud Risk/internal Controf The Town should consider eliminating collection of receipts at the Transfer Station. 2
The Town shouid consider implementing a scaie at the Transfer Station. The Town should
consider performing a formal analysis of the amount of revenue recorded based upon the
T5-2 internal Contraol weight hauled out. 3
Mansfield Superintendent's Office
The Revenue Collector should perform the billing for-all groups required to pay medical
MSO-1 Fraud Risk/Internal Control insurance coverage to the Town. 2
MS0-2 Fraud Risk/Iinternal Control All checks received shouid be logged by the office secretary before distribution. 2
" iCafeteria Pregram
Cafeteria managers should formally reconcile the register reports to the amount coliected,
Before cash is transmitted to the Revenue Collector, the monies should be counted by the
CAF-1 Fraud Risk/Internal Control employee and a receipt should be prepared. 1
Sales should be recorded based upon the register reports and any differences should be
reccrded as ¢ash short/over. This difference should be recorded in a separate account for
CAF-2 Fraud Risk/Internai Control each school. Each Cafeteria operation should also be reviewed for any undepasited monies. 1
The Middle School cafeteria cash receipts should be transmitted to the Revenue Collector
CAF-3 Efficiency/Internal Controf with transmittal report. Each schoo! should have iocked bank bags and a safe. . 2
Oniy the Cafeteria Manager should have the ability to make corrections in theisystem. The
corrections should be logged by user and & correction report should be produced on a
CAF-4 internal Controt monthly basis. 1

10
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The Cafeteria Manager should balance the registers with each cashier and the cashier
CAF-5 Internal Control : should sign off on the amount of cash collected. 2z
CAF-6 Internal Control Al cafeteria revenues should be recorded by type. 3
Invoices for outsida organizations should be provided to the Finance Department, Also
CAF-7 Internai Control catering request forms should be prenumbered. 2
The Cafeteria program should provide the Finance Department with a student school lunch
balance report eh a quarterly basis. A balance transfer policy and form shouid also be
developed and implements, which all balance transfers approved by the Cafeteria Director
CAF-8 Internal Controi and a balance transfer report being reviewed on a monthly basis. 2z
Inventory balances should be documented and the Cafeteria program shouid develop
CAF-9 Fraud Risk/Internal Control written policies and procedures for inventory, 2
A policy prohibiting payment of vendor invoices from the register receipts should be
CAF-10 Fraud Risk/Internal Control farmally documented and communicated. 3
Mansfield Downtown Partnership
The date of the deposit should be noted on the membership form. Also a reconciiiation
should he performed on a periodic basis reconciling membership and spoensorship revenues
DD-1 Fraud Risk/Internal Control with the general tedger. 2
Region 19 Superintendent’s Office
A receipt hook should be used. Also the Town should consider developing a formal
agreement with the entity it is collecting money for to definite rights, responsibilities and
liability. Documentation should be submitted with the deposit for the amount of monies
RSO-1 Fraud Risk/Internal Control transmitted and the scurces of the monies. 3
RSO-2 Fraud Risk/Internal Control The Finange Department should be provided with a copy of all biflings. 2

i1
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Agricultural Education Program
The cash register should be repaired or a new one should be purchased. If not, a receipt

AGED-1 Fraud Risk/Internal Control book should be used. Inventory control should be implemented and documented, i
The amount of cash collected shoui& be documented by the teacher advisor. Any amounts

AGED-2 Fraud Risk/Internal Control left in the safe should be e-mailed to the Student Activity bookkeeper. 2
The cash collected by the AG program should be forwarded to the student activity

AGED-3 Fraud Risk/Internal Controt bookkeaper for deposit. p

Student Activities
Monies shouid be counted in the presence of the advisor and the advisor should be given a

SA-1 Fraud Risk/Internal Control receipt. ' i
Detailed supporting documentation shouid be provided to the bookkeeper to support the

SA-2 Fraud Risk/Internal Controf amount being deposited. . 1
The District should perform a min/max or other reasonability test where possible. Any
complimentary tickets or merchandise should be formally approved, documentad and

$A-3 Fraud Risk/Internal Control accounted for. 3

SA-4 Fraud Risk/Internal Control The District should reguire all activities to use the school bank for payments. Z

SA-5 Fraud Risk/Internal Control The District should consider the purchase and use of a student activity software program. z2

SA-6 Fraud Risk/Internal Controi All monies should be processed/deposited by the student aciivity bookkeeper. 2
Each advisor should be provided with a detailed report of activity in the fund they are

SA-7 Fraud Risk/Internal Control managing on a monthly basis. ' 2
The District should dishurse all monies related to the graduating classes. All scholarship
monies should be removed from the student activity fund and bank account. The District

SA-8 Fraud Risk/Internal Controf should review all current accounts for certain characteristics. ' : 2
The District sheuld develop and implement a formal policy for allowahle disbursements and

SA-G Fraud Risk/Internal Control activity of the principal and interest accounts. 1

12
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Eastern Highlands Health District

FHHD-1 Fraud Risk/Internal Control The transmittal form and related deposit should be reviewed by the Department head. 2
The District shouid require the member towns to provide the District with a check for

EHHD-2 Fraud Risk/Internal Controi amounts collected. 2

EHHD-3 Fraug Risk/Internal Control A min/max or other reascnability calculation should be performed on & periodic basls. 2
All permits should be prenumbered and all permits issued shouid be accountedforen a

EHMD-4 Fraud Risk/Internal Control periodic basis. 1
The activity of the receipt book should be balanced and reconciled to amounts entered into

EHHD-5 Fraud Risk/Internal Control the permit tracking database and the transmittal/deposit. ‘ 1

EHHD-6 Fraud Risk/Internal Control The permit database should be reconciled to the general ledger on a quarterly basis. 2

EHHD-7 Fraud Risk/internal Control The vehicle use log should be compared to the actual mileage on a periodic basis. 3

13
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Discovery Depot

Alltransactions shouid be processed directly through the register software or the activity
DDDC-1 Fraud Risk/internal Contro! recorded using the manual receipt book be reconciled to the register report, i

The cash receipts control procedures should be revised to correct the lack of segregation of
duties. An employee should be assigned to process the transactions, balance the activity,
and prepare the deposit. The balanced reports and the deposit should then be reviewed

DDDEL-2 Fraud Risk/interna! Contral and approved by the Director or Assistant Director. 1
An excel based form should be developed and implemented to calculate the fee charged to

DDDC-3 Fraud Risk/Internal Control gach customer. . : , P

ocopc-4 Fraud Risk/Internal Control The customer deposit report should be reviewed and reconciled. : 2

The accounts receivabie report should be produced on a monthly basis. Also formal

DDDC-5 Fraud Risk/Internal Control procedures should be developed and implemented for accounts receivable write offs, s

phoC-6 Fraud Risk/Internai Contral Grant reports should be reviewed and approved by the Finance Department. 2

Ho0C-7 fraud Risk/Internal Control A formal refund policy should be developed and implemented. 1
All additional billing forms should be prenumbered and all additional fees issued should be

DDDC-8 Fraud Risk/Internal Control performed on a periodic basis. , 1

Fraud Policy

N/A Best Practices ‘ Updates should be made to the current Fraud Policy 2




