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December 8, 2020
The Honorable Randy McNally
Speaker of the Senate
The Honorable Cameron Sexton
Speaker of the House of Representatives
The Honorable Kerry Roberts, Chair
Senate Committee on Government Operations
The Honorable Iris Rudder, Vice Chair
House Committee on Government Operations
and
Members of the General Assembly
State Capitol
Nashville, TN 37243
and
Executive Directors and Board Chairs of the Human Resource Agencies
Ladies and Gentlemen:
We have conducted a performance audit of selected programs and activities of Tennessee’s nine
human resource agencies for the period July 1, 2017, through June 30, 2020.1 This audit was conducted
pursuant to the requirements of the Tennessee Governmental Entity Review Law, Section 4-29-111,
Tennessee Code Annotated.
Our audit disclosed certain findings, which are detailed in the Audit Conclusions section of this
report. The board and management of the human resource agencies have responded to the audit findings;
we have included the responses following each finding. We will follow up the audit to examine the
application of the procedures instituted because of the audit findings.
This report is intended to aid the Joint Government Operations Committee in its review to
determine whether the agencies should be continued, restructured, or terminated.
Sincerely,

Katherine J. Stickel, CPA, CGFM
Director
Division of State Audit
KJS/cbb
20/069
1

Our base audit period was July 1, 2017, through June 30, 2020. In certain instances, we expanded our scope beyond
this period. See the Audit Methodologies in the appendices for more information.
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INTRODUCTION

AUDIT AUTHORITY AND REPORT ORGANIZATION
This performance audit of the nine human resource agencies was conducted pursuant to the
Tennessee Governmental Entity Review Law, Title 4, Chapter 29, Tennessee Code Annotated. The
audit includes


Delta Human Resource Agency,



East Tennessee Human Resource Agency,



First Tennessee Human Resource Agency,



Northwest Tennessee Human Resource Agency,



Mid-Cumberland Human Resource Agency,



South Central Human Resource Agency,



Southeast Tennessee Human Resource Agency,



Southwest Human Resource Agency, and



Upper Cumberland Human Resource Agency.

Under Section 4-29-242, these nine human resource agencies are scheduled to terminate
June 30, 2021. The Comptroller of the Treasury is authorized under Section 4-29-111 to conduct
a limited program review audit of the agency and to report to the Joint Government Operations
Committee of the General Assembly. This audit is intended to aid the committee in determining
whether the nine human resource agencies should be continued, restructured, or terminated.
To aid the Joint Government Operations Committee in its purpose to evaluate and
determine whether to continue, restructure, or terminate the nine human resource agencies, we
have presented our audits of all the human resource agencies in a unified report. We present
general background for all human resource agencies followed by separate sections by agency
highlighting key conclusions, findings, and observations specific to each agency.

BACKGROUND
The nine rural human resource agencies operating under the authority of Title 13, Chapter
26, Tennessee Code Annotated, are considered quasi-governmental organizations and are primarily
funded by federal and state grants as well as contributions from local governments. All nine human
resource agencies are registered as active nonprofit corporations with the Tennessee Secretary of
State’s office. Each agency offers a different combination of programs for its service delivery
area, which can range from 3 to 16 counties.
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Governing Board/Executive Committee
Statute provides for a governing board to oversee each agency. The board is composed of


the county mayor of each county within the district,



the mayor of each municipality within the district,



the chief executive officer of any metropolitan government within the district,2



one (1) representative from a local agency in each county knowledgeable of and
dealing with the problems concerning human resource agencies appointed by the
county mayor or chair, and



one (1) state senator and one (1) state representative whose senatorial or representative
districts lie wholly or in part within the development district.

Statute authorizes the boards to appoint an executive committee to act for them and to determine
the committee’s authority. Six governing boards have appointed an executive committee.
Table 1
Governing Board Composition
Human Resource
Agency
Delta
East TN
First TN
Mid-Cumberland
Northwest
South Central
Southeast TN
Southwest
Upper Cumberland

County
Mayors

City
Mayors

Local Agency
Representatives

3
16
8
12
9
13
9
8
14

22
56
20
47
47
35
30
35
31

3
16
8
12
13
9
8
14

General
Assembly
Members
2
2
2
2
2
2
2
2
2

Total
Members
30
90
38
73
58
63
50
53
61

Policy Council
Statute also requires the governing boards to appoint a policy council with members
“broadly based and equitably distributed between human resource service providers and
consumers.” The policy council is responsible for adopting bylaws; appointing senior staff;
determining major personnel, fiscal, and program policies; and approving overall program plans
and priorities. Governing boards should ratify the council’s actions.

2

See the Matter for Legislative Consideration on page 14 regarding the inclusion of metropolitan districts in the
rural human resource agencies’ service areas.

2

Total Membership of the Governing Bodies
Human Resource Agency
Delta Human Resource Agency
East Tennessee Human Resource Agency
First Tennessee Human Resource Agency
Mid-Cumberland Human Resource Agency
Northwest Tennessee Human Resource Agency
South Central Human Resource Agency
Southeast Tennessee Human Resource Agency
Southwest Human Resource Agency
Upper Cumberland Human Resource Agency

Governing
Board
Members
30
90
38
73
58
63
50
53
61

Executive
Committee
Members
5
16
24
20
9
30

Policy
Council
Members
9
36
0
24
12
27
19
27
31

SERVICES OFFERED
Each of the nine human resource agencies offers a different variety and scope of services
in the areas of Advocacy and Assistance, Community Services, Employment Support, Energy
Assistance, Housing, Judicial Services, Nutrition, and Transportation. We list these services in
Table 3 on the next page.
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Upper Cumb.

Southwest

Southeast Tenn.

South Central

Northwest Tenn.

Mid-Cumberland

First Tenn.

East Tenn.

Delta

Table 3
Services Offered by Human Resource Agencies

ADVOCACY AND ASSISTANCE

Court Appointed Special Advocates volunteer on behalf of the court to find safe,
permanent homes for abused, neglected, or exploited children by interviewing parties such
as the child’s family, physicians, educators, and neighbors.
Information and Referral services are intended to help move individuals and families
toward self-sufficiency by providing information on opportunities and services.



Long-Term Care Ombudsman provides an impartial third party to resolve problems for
residents of nursing homes and assisted living facilities.










COMMUNITY SERVICES

Adult Day Services provide day and respite care facilities for older adults and adults with
physical, social, emotional, or mental challenges.



Collaborative Response to Elder and Vulnerable Adult Abuse (CREVAA) provides
emergency services and supports to older and vulnerable adult victims of crime.
Community Services Block Grant serves vulnerable populations (age 60 and above or
with a disability) in an emergency by providing food vouchers, utility payments, and rent
or mortgage payments.
Foster Grandparent Program pairs children with special or exceptional needs with
volunteers 55 years or older to provide social, emotional, and educational support.
Head Start provides free preschool education and other services to at-risk children.
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First Tenn.

Mid-Cumberland

Northwest Tenn.

South Central

Southeast Tenn.

Southwest













 

Representative Payee services manage Social Security Disability or Supplemental Security
Income on behalf of individuals unable to manage their own benefits.









Ryan White Community AIDS Partnership provides case management to persons
infected with HIV, including healthcare referral and transportation, psychosocial services,
and focused food assistance.

Upper Cumb.

East Tenn.

Delta

In-Home Services help elderly and disabled individuals live independently at home by
providing personal care and/or assistance with household chores and errands.



EMPLOYMENT SUPPORT

Family Self-Sufficiency provides financial assistance to low-income families for employment
and education expenses, such as mileage reimbursement, child care, and uniforms.



Senior Community Service Employment Program matches low-income, unemployed
individuals over the age of 55 with part-time assignments at non-profit organizations.



Workforce Innovation and Opportunity Act (WIOA) provides training and employment
assistance for job seekers, dislocated workers, youth, foster care participants, incumbent
workers, people new to the workforce, veterans, people with disabilities, and employers.










 



 

ENERGY ASSISTANCE

Low Income Home Energy Assistance Program (LIHEAP) offers eligible families
financial assistance with utility bills.









 

Weatherization Assistance Program provides home repairs and improvements for lowincome households to increase energy efficiency and reduce utility costs.









 

HOUSING

Emergency Repair Program corrects, repairs, or replaces essential systems or critical
structural problems for homeowners who are elderly or disabled.
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Upper Cumb.

Southwest

Southeast Tenn.

South Central

Northwest Tenn.

Mid-Cumberland

First Tenn.

East Tenn.

Delta

Housing Opportunities for Persons with AIDS (HOPWA) is a federal grant program that
provides persons affected by HIV with housing support services and financial assistance
with short-term rent, mortgage, and utilities.
Neighborhood Stabilization uses federal grants to purchase and redevelop foreclosed
properties that might otherwise contribute to community blight.




JUDICIAL SERVICES

Community Corrections provides community supervision and services for non-violent
felony offenders as an alternative to incarceration.



Community Intervention for Juvenile Offenders oversees probation, community service,
drug screening, and home visits for youth who have committed a crime.



DUI School provides education for individuals convicted of driving under the influence of
alcohol and/or other drugs to meet state-mandated requirements for license renewal.



Juvenile Residential Programs contract with the Department of Children’s Services to
provide youth who are adjudicated delinquent 3 and placed in state custody with residential
care, counseling, education, and other services in a group setting.
Misdemeanor Probation aims to reduce the probability of continual criminal behavior by
providing community supervision and services for misdemeanor offenders.




































NUTRITION

Child and Adult Care Food Program provides nutritious meals and snacks to children
and adults enrolled in child care centers, after-school programs, and adult day care centers.
Emergency Food Assistance Program distributes a variety of nutritious groceries to needy
households on a quarterly basis.
3

An adjudicated delinquent is a youth who has been found guilty by a judge of committing a delinquent act.
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First Tenn.

Mid-Cumberland

Northwest Tenn.

South Central

Southeast Tenn.

Southwest











 

Summer Food Service Program (SFSP) provides free, nutritious meals to children at
approved sites during school vacation.



Upper Cumb.

East Tenn.



Delta

Meals on Wheels and Congregate Meals provide nutritious, hot meals five days a week at
sites such as senior and community centers and by delivery to elderly or disabled individuals.



TRANSPORTATION

Driver Education Classes consist of classroom instruction and driving practice to prepare
students to take the Tennessee driver’s license test.
Public Transit provides free and low-cost transportation services for the public, including
TennCare patients and people living in rural areas.
Rural Planning Organization involves local officials in a structured multimodal
transportation planning process, to ensure quality, competence, and fairness in the
transportation decision-making process.
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TENNESSEE ASSOCIATION OF HUMAN RESOURCE AGENCIES
The nine human resource agencies (HRAs) are members of the Tennessee Association of
Human Resource Agencies (TAHRA). The association meets periodically to discuss issues
affecting all the agencies. According to its website (http://www.tnhra.org), TAHRA’s vision
statement is “to become the first choice to deliver social services to our area and provide the
opportunity for each person to have a sense of self-worth and well-being; accept responsibility for
self, family and community; and have the capacity to be productive and independent.” TAHRA’s
five year mission is “to strengthen our association by unifying our individual agencies through
collaboration and cooperation; become better known by our key partners and local communities
through targeted marketing; become the leader in new technologies; and improve our effectiveness
through innovation and by adopting common best practices statewide.”
The website includes information on the HRAs’ programs with a menu for use by potential
clients. After choosing the county they live in, they obtain a list of available services and the HRA
to contact.
The association has identified five key strategic initiatives for the future of its members:


determine and prioritize unfulfilled social needs in the state,



work closer with board members and establish stronger ties with local communities,



maintain strong and sound fiscal management,



develop and implement a marketing plan, and



establish common best practices and systems statewide.

FIDUCIARY DUTIES AND RESPONSIBILITIES
Each member of a HRA oversight bodies has a fiduciary duty to the organization they
govern. These members have an obligation to act in the best interest of the organization, including
demonstrating due care and exhibiting the highest integrity in the execution of their
responsibilities. The Tennessee Attorney General and Reporter, the Tennessee Secretary of State,
and the President and Chief Executive Officer of the Center for Nonprofit Management publish a
guidebook that provides essential guidance to board members of nonprofit organizations. The
2019 Handbook, What Every Board Member Should Know: A Guidebook for Tennessee
Nonprofits, 2019 edition, notes that although board members are not involved in daily activities,
members must serve as a steward of their organization, demonstrating the following duties:


the duty of good faith to be honest and carryout the organization’s mission;



the duty of loyalty to act in the best interest of the organization; and



the duty of care to act reasonably and prudently.

In executing their fiduciary duties to the organization, members should
8



attend board and committee meetings,



read meeting materials,



participate in discussions and ask questions,



be familiar with pertinent laws and regulations, and



review the organization’s policies and bylaws.

INTERNAL CONTROL RESPONSIBILITIES: OVERSIGHT BODIES AND MANAGEMENT
As oversight bodies, the governing boards, policy councils, and executive committees of
the HRAs have separate responsibilities from HRA management (including the executive director
and other officers). The U.S. Government Accountability Office’s Standards for Internal Control
in the Federal Government (Green Book) sets internal control standards for federal entities. The
Green Book adapts the principles of the Committee of Sponsoring Organizations of the Treadway
Commission’s (COSO’s) Internal Control – Integrated Framework for the government
environment. In the absence of established internal control frameworks, the Green Book’s
principles serve as best practices for non-federal entities and establish key internal control
responsibilities for oversight bodies and for management of an organization. Paragraphs 2.09 and
2.10 of the Green Book outline the following key responsibilities for oversight bodies for an
institution’s internal control system:


overseeing management’s design, implementation, and operation of the entity’s
internal control system;



establishing integrity and ethical values, oversight structure, and expectations of
competence;



maintaining accountability to all oversight body members and key stakeholders;



overseeing management’s risk assessment as it relates to internal control and control
activities;



analyzing and discussing information related to the entity’s achievement of objectives;
and



overseeing the nature and scope of management’s monitoring activities.

Per Principle 10, “Design Control Activities,” management of an organization is
responsible for designing control activities to achieve objectives and respond to risks. Examples
of management’s internal control tasks include reviewing functions and activities, managing
human capital, maintaining controls for information processing, and establishing performance
measures.
To evaluate the oversight of management, we assessed management’s implementation and
execution of policies and procedures, as well as their compliance with laws, regulations, and best
practices, in key areas identified in our audit scope.
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AUDIT SCOPE
We have audited the nine human resource agencies for the period July 1, 2017, through
June 30, 2020. Our audit scope included a review of internal controls and compliance with laws,
regulations, policies, procedures, and provisions of contracts or grant agreements in the following
areas:


board oversight and responsibilities, and



agency operations.

The human resource agencies’ management is responsible for establishing and maintaining
effective internal control and for complying with applicable laws, regulations, policies, procedures,
and provisions of contracts and grant agreements.
We provide further information on the scope of our assessment of internal control significant
to our audit objectives in the appendices for each section. In compliance with generally accepted
government auditing standards, when internal control is significant within the context of our audit
objectives, we include in the audit report (1) the scope of our work on internal control and (2) any
deficiencies in internal control that are significant within the context of our audit objectives and
based upon the audit work we performed. We provide the scope of our work on internal control in
the detailed methodology of each audit section and in the appendices for each section, and we
identify any internal control deficiencies significant to our audit objectives in our audit conclusions,
findings, and observations.
For our sample design, we used nonstatistical audit sampling, which was the most
appropriate and cost-effective method for concluding on our audit objectives. Based on our
professional judgment, review of authoritative sampling guidance, and careful consideration of
underlying statistical concepts, we believe that nonstatistical sampling provides sufficient
appropriate audit evidence to support the conclusions in our report. Although our sample results
provide reasonable bases for drawing conclusions, the errors identified in these samples cannot be
used to make statistically valid projections to the original populations. We present more detailed
information about our methodologies in the appendices for each section.
We conducted our audit in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to obtain sufficient
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.
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AUDIT OBJECTIVES AND CONCLUSIONS
Our audit objectives and conclusions will be presented in each HRA’s section.

Key Conclusions
We summarize the Key Conclusions of our report in the table on the next page, indicating
whether the HRA had a Finding (F) or Observation (O) in the subject area. When our audit
procedures resulted in multiple findings or observations, we indicate the number in parentheses.
If our audit procedures did not result in a Finding or Observation, we included a hyphen (-).
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Summary Table
Key Conclusions by Subject Area and HRA
Governing Bodies’ Oversight
Meeting and conducting business
Board oversight of other governing bodies
Meeting attendance and quorum
Board, council, and committee structure
Open Meetings Act compliance
Filing policies with state agencies
Conflict-of-Interest forms
Public comments at meeting
Agency Operations
Risk Assessment
Cash collection and accounting
Procurement and Purchases
Record management
Monitoring turnover
Monitoring complaints
Bonding and insuring employees
Background and registration checks
Identifying needs for new services

DHRA
F*
F
O
O
O
O

ETHRA
F
F
F
O
O
O
O

FTHRA
F
F (2)
O
O
O
O

MCHRA
F
F (2)
O
O
O
O

NWHRA

SCHRA

F*

F*

O
F
O
O
O
O

O
O
O
O
O

SETHRA
F
F
O
O
O
O

O
O
O
O
O
O
O
F
F
F (4)
F
O (2)
F
O
O
O
O
O
O
O
O
O
O
O
O
O
O
F
O
F**
O
F
O
O
O
F
F
F
F
F (2)
F
O
* This governing board was not meeting and conducting business; therefore, it was not providing oversight of other governing bodies.
** The audit report includes an Observation in addition to the Finding.
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SWHRA

F
O
F
O
O
O

UCHRA
F
F
O
O
O
O

O
O
O
F
-

O
F**
O
O
O
O
F
-

F*

COVID-19 PANDEMIC IMPACT AND RESPONSE
In early 2020, an outbreak of the novel strain of coronavirus (COVID-19) emerged
globally. Federal, state, and local mandates have resulted in overall decline in economic activity.
At the time of our audit report, management of the human resource agencies continued to evaluate
and address the ongoing impacts of the virus on the human resource agencies’ ability to deliver
human resources.
In mid-March 2020, Tennessee, like many states across the country, began to take action
to prevent the spread of COVID-19 by closing nonessential businesses and encouraging citizens
to shelter in place. During this time, the unemployment rate increased dramatically as many
citizens lost their jobs or were laid off.
Chart 1
Tennessee Unemployment Rate January 2020-May 2020

18.0%
16.0%
14.0%

15.5%

12.0%
10.0%

11.3%

8.0%
6.0%
4.0%
2.0%

3.3%

3.4%

3.3%

January 2020

February 2020

March 2020

0.0%
April 2020

May 2020

Impact on Human Resource Agencies
HRAs administer programs that provide assistance to citizens during difficult economic
times. This unprecedented health and economic crisis occurred when we were in the midst of our
audit fieldwork; therefore, we included in each human resource agency’s report section
information regarding the impact of COVID-19 on the agencies’ operations and employees,
including the agency’s response to the pandemic.
Impact on Audit Efforts
The COVID-19 pandemic also impacted our audit efforts. Prior to March 2020, the audit
team traveled to each HRA to conduct our work and gather audit evidence onsite to analyze and
test in accordance with our audit objectives and procedures. After closures began, audit staff
worked from home, gathering audit documentation electronically, conducting discussions with
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agency staff by phone, and performing walkthroughs of processes virtually. We were able to
continue our audit throughout the pandemic with the cooperation of management at each HRA,
which allowed us to complete our planned audit objectives with modified processes. Our audit
methodology for each of our objectives is detailed in the appendices for each section.

MATTER FOR LEGISLATIVE CONSIDERATION
During our audit, we noted four areas in which the management of the human resources
agencies (HRA) interpreted statutory intent differently than we did and differently from each other.
Specifically, we noted the following areas concerning management’s interpretation of statute:


how the agencies’ governing boards, executive committees, and policy councils should
operate in relation to each other, as well as how each provides oversight to the agency;



the governing board’s requirements for filing agency policies and procedures with
specified state entities and/or obtaining approval from these entities; and



how the agency meets bond requirements, and



how the agency provides services and includes representation from metropolitan areas
included in their service boundaries.

As a result of these differences of interpretation, we have proposed a matter for legislative
consideration that addresses the oversight bodies’ operations; filing and approval requirements for
policies and procedures; recently proposed bond legislation; and clarification of service area
requirements.
Governing Board, Executive Committee, and Policy Council
Statutory Authority and Composition
Section 13-26-103, Tennessee Code Annotated, establishes a governing board consisting
of various members of local and state government, as well as knowledgeable, involved local
agency representatives from the counties in the service area. Additionally, the statute allows the
board to appoint an executive committee and to determine the authority of such committee,
although statute is silent on executive committee composition. Furthermore, the statute requires
the board to appoint a policy council and states that “the membership of the policy council shall
be broadly based and equitably distributed between providers and consumers of human resource
services and/or established by public law.” The statute also states that the governing board may
determine additional authority of the policy council beyond what is outlined in Section 13-26-104,
Tennessee Code Annotated, which gives the policy council the power to


adopt bylaws;



appoint persons to senior staff positions;
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determine major personnel, fiscal, and program policies;



approve the overall program plans and priorities; and



assure compliance with conditions of and approve proposals for financial assistance
under this chapter.

The statute specifies that the policy council’s actions are “subject to ratification by the governing
board.”
Statutory Intent for Governing Body Oversight
Based on our review of the legislation establishing these governing bodies, it appears that the
legislative intent is for there to be, at minimum, an active governing board and a policy council for
each HRA. When the governing board chooses to, it may also appoint an executive committee to act
for it. The statute does not specify whether an executive committee is meant to replace the governing
board’s responsibility of providing oversight of the policy council and to agency management.
We found in our work that many of the governing boards have delegated a substantial amount
of their ratification and oversight responsibilities to their executive committees. In some cases, the
governing boards have authorized their policy council to act for them, and the board has no oversight
of the policy council’s actions. In this sense, many of the governing boards are inactive, delegating
the decision-making powers and oversight responsibilities to other governing bodies.
Each HRA’s report section includes background information about its governing bodies
and an informational textbox that highlights specific information that relates to this matter.
The General Assembly may wish to examine Section 13-26-103 et al., Tennessee Code
Annotated, and determine if the current oversight provided by the governing bodies is consistent
with legislative intent or if statute should be revised to clarify the legislative intent.
Statutory Requirement to File Policies and Procedures With State Agencies
Section 13-26-108, Tennessee Code Annotated, outlines the duties of the HRA governing
boards and states,
Each governing board operating under this chapter shall:
(1) Jointly adopt statewide uniform travel regulations subject to the approval of the
commissioner of finance and administration and reimburse its officers and employees
for official travel in conformance with such regulations;
(2) Develop a system of competitive bidding on purchases of supplies and equipment and
other contracts and submit the written procedures governing such system to the state
procurement commission for approval;
(3) Develop written personnel procedures to be filed with the commissioner of finance and
administration for the hiring, promotion, demotion and dismissal of all employees and
include an employee compensation plan based on a salary comparability analysis,
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which takes into account state salary schedules, local government salary schedules, and
regional private market variations.

When we identified and reported noncompliance with these requirements during our audit,
we were informed that either


management believed that the governing board filed these policies and procedures with
or submitted them to the respective state agency when the HRA was created, and
neither management nor the chair understood these requirements to be ongoing
expectations when updating the agency’s policies and procedures; or



management was not aware of the code requirements, and management had either
adopted the state’s policies and procedures in these areas or had created their own
policies and procedures, but they did not file them with the prescribed state agencies.

The General Assembly may wish to assess this portion of the enacting legislation and
determine if the HRAs should continue to file these updated policies with or submit them for the state
agencies’ approval; if so, the General Assembly may consider revising statute to clarify that intent. If
the General Assembly decides to continue this requirement, it may wish to determine if the agencies
identified in the statute are the most appropriate to handle the various policies and procedures.
Specifically, the General Assembly may wish to require the agencies to file their personnel policies
and compensation plans with the Tennessee Department of Human Resources. Alternatively, the
General Assembly may also wish to consider requiring the HRAs to adopt the state’s travel policies
and the Central Procurement Office’s procurement policies.
RELATED BOND RESULTS

Bond Requirements

 Observation D6

The results of our audit work indicated that eight of
the nine HRAs did not meet the current surety bond
requirement. Under the provisions of Section 13-26-115,
Tennessee Code Annotated, Tennessee’s HRAs are required
to obtain a surety bond for any board member, policy council
member, employee, officer, or any authorized person of that
agency who has the authority to make expenditures from
public funds or has access to public funds.

 Finding ET4
 Observation FT7
 Observation MC6
 Observation NW7
 Finding SC2
 Observation SW6
 Observation UC6

Legislation proposed during the 2020 legislative
session would have authorized the HRAs to obtain a policy of insurance in lieu of the surety bond
currently required by state law. The legislation was in committee when the pandemic began and
was not passed during session. During the 2019 legislative session, similar legislation was passed
(see Public Chapter 260), allowing counties to obtain insurance for county officials rather than the
surety bond. The proposed 2020 legislation would have enabled the HRAs to do this as well. The
General Assembly may wish to amend Section 13-26-115, Tennessee Code Annotated, to allow
the HRAs to obtain a blanket insurance policy with certain provisions covering all applicable
officials of the HRAs.
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Service Area Boundaries
Statutory Authority
Section 13-26-102, Tennessee Code Annotated, authorizes the creation of four metropolitan
HRAs (Memphis-Shelby, Nashville-Davidson, Knoxville-Knox, and Chattanooga-Hamilton) and
nine rural HRAs “coterminous with the boundary lines of the development districts.” Section 13-26103, Tennessee Code Annotated, further establishes a governing board for each HRA, to include “the
county mayor of each county within the district, the mayor of each municipality within the district,
the chief executive officer of any metropolitan government within the district, [and] one (1)
representative from a local agency in each county knowledgeable of and dealing with the problems
concerning human resource agencies appointed by the county mayor or chair.” There are currently
only nine rural Human Resource Agencies and four of those include metropolitan governments.
There are not any metropolitan Human Resource Agencies, as authorized by statute.
Based on our review of the boundary lines of the development districts, four of the nine
rural HRAs include a metropolitan city within their service area (see Exhibit 1).
Exhibit 1
Rural Human Resource Agencies With a Metropolitan City Within the Service Area

Management of the four rural HRAs that encompass a metropolitan area differ in their
interpretation of their service area boundaries and in their interpretation of the inclusion of
metropolitan representatives on the agency’s governing board. We summarize these differences
in Table 4.
Statutory Intent for Rural Human Resource Agency Service Area Coverage
Based on our review of the legislation establishing the HRAs, we interpret the legislation
to allow the creation of four HRAs serving the state’s metropolitan areas, and nine HRAs serving
the state’s rural areas. Although the statute does not prohibit the 9 rural HRAs from serving the
metropolitan cities within their boundaries, the statute does not clarify service area overlap
between the rural and metropolitan HRAs in Davidson, Hamilton, Knox, and Shelby Counties.
We did not attempt to determine if the metropolitan cities had established metropolitan
HRAs. As described in Table 4, we have identified that Delta, Mid-Cumberland, East, and
Southeast HRAs have provided services with the metropolitan cities, but only East has included
the metropolitan city/county board representatives.
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The General Assembly may wish to examine Section 13-26-102, Tennessee Code
Annotated, and determine if the inclusion of metropolitan cities in the rural HRAs’ service area is
consistent with legislative intent or if statute should be revised to clarify the legislative intent.
Table 4
Rural Human Resource Agencies’ Provision of Services to Metropolitan Areas
Human
Resource
Agency
Delta Human
Resource
Agency
East
Tennessee
Human
Resource
Agency

Metropolitan
Area Within
Services Provided to the
the HRA’s
Metropolitan Area
Boundaries
Memphis –
The agency provides public transit to
Shelby County the non-metropolitan parts of Shelby
County.
Knoxville –
The agency provides various
Knox County transportation, employment, in-home,
and advocacy services throughout
Knox County.

MidCumberland
Human
Resource
Agency

Nashville –
Davidson
County

Southeast
Tennessee
Human
Resource
Agency

Chattanooga –
Hamilton
County

Metropolitan
Representation on
the HRA’s
Governing Board
No representation


Knox County
Mayor
 Mayor, City of
Farragut
 Mayor, City of
Knoxville
 Knox County local
agency
representative
No representation

The agency provides advocacy,
employment, in-home, and
representative payee services
throughout Davidson County. MidCumberland also provides
transportation to Nashville for riders
living in the service area outside
Davidson County.
The agency provides various nutrition, No representation
energy assistance, and housing
services throughout Hamilton County.
Southeast also provides round-trip
transportation to Chattanooga for
riders living in the service area outside
Hamilton County.

Source: Auditor compiled information from HRA websites and governing board membership lists provided by
agency management.
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Delta Human Resource Agency (Delta)
Mission
To promote the development of human resources in Tipton, Lauderdale, and
Fayette counties through effective and efficient delivery of human services.

DELTA’S SERVICE AREA

SERVICE AREA DEMOGRAPHICS

1,064,440

$73,612

total population of
Delta’s service area

average annual
household income

25%

13%

are under age 18

are over age 65

20%

13%

live below the
poverty level

have a disability

★ Covington Regional Office

Source: U.S. Census Bureau,
2018 American Community Survey.

.

SERVICES OFFERED
Community Services Block
Grant

Low Income Energy Assistance
Program

Emergency Food Assistance
Program

Public Transit (service area includes
rural Shelby County)

Weatherization Assistance
Program

PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department,
agency, or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior audit report was dated December 2014 and
contained 12 findings and 2 investigative findings; 3 of the findings and the 2 investigative findings
related to Delta Human Resource Agency. Delta filed its report, due six months after the release
of the audit report, with the Comptroller of the Treasury on June 22, 2015.
We conducted a follow-up of the prior audit findings as part of the current audit.

RESOLVED AUDIT FINDINGS
The current audit disclosed that Delta resolved the prior audit finding that management did
not bond board members and employees in accordance with statute; however, our work revealed
new conditions relating to management’s bonding processes and procedures, as well as insufficient
minimum blanket insurance coverage. See Observation D7.
The current audit disclosed that Delta resolved the prior audit finding that staff for the Low
Income Home Energy Assistance Program did not ensure the accuracy of applicant data.

PARTIALLY RESOLVED AUDIT FINDINGS
The current audit disclosed that Delta resolved a portion of the previous audit finding
concerning van driver personnel files. The previous finding stated that Delta staff did not maintain
evidence that management conducted a background check for one van driver, obtained a valid driver’s
license from one van driver, and completed the Medicare/Medicaid registry fraud check for seven van
drivers. The current audit disclosed that although van driver files had evidence that management
completed background checks and obtained driver’s licenses, management did not maintain evidence
that the agency completed the required registry checks for van drivers. See Finding D4.

REPEATED AUDIT FINDINGS
The prior audit report contained an investigative finding stating that Delta’s management did
not compare the anticipated fares from the Transportation program’s clients to the actual bank
deposits of the fares. The current audit disclosed that Delta’s management did not implement internal
controls to ensure that cash fares collected were reconciled with projected amounts. See Finding D3.
The prior audit report contained an investigative finding stating that Delta’s Transportation
program had internal control deficiencies in collecting, receipting, and depositing client fares. The
current audit disclosed that Delta’s management did not implement internal controls to physically
safeguard cash fares collected by van drivers. See Finding D3.
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DELTA HUMAN RESOURCE AGENCY

GOVERNING BOARD AND POLICY COUNCIL
Findings and Observations
Finding D1 – Delta’s governing board did not meet to conduct
business and fulfill its statutory responsibilities (page 24)

Board
X

Finding D2 – Delta’s policy council members failed to attend
meetings, and the policy council’s quorum requirement did not
comply with statute (page 27)
Observation D1 – Delta’s governing board did not submit updates to
the agency’s travel policy and personnel procedures to the Department
of Finance and Administration and did not submit updates to the
procurement policy to the State Procurement Commission (page 29)

X

X

Observation D2 – Delta’s policy council members did not complete
conflict-of-interest forms; furthermore, the policy council should
revise its conflict-of-interest disclosure form (page 29)
Observation D3 – The bylaws for Delta’s governing board and policy
council do not address public comment at meetings (page 30)
Observation D4 – Delta’s policy council did not comply with public
notice provisions of the Open Meetings Act (page 30)

Council

X
X

X
X

AGENCY OPERATIONS
Findings and Observations
Finding D3 – As noted in the prior audit finding, Delta’s management did not implement adequate
internal controls over the cash collection process for fares, increasing the risk of fraud (page 32)
Finding D4 – Delta’s Transportation staff did not maintain documentation for registry checks
and training for van drivers in accordance with the agency’s contracts, grant agreements, and
policy (page 34)
Observation D5 – Delta’s management should improve the agency’s internal controls by conducting
an annual risk assessment to identify operational and fiscal risks, including those related to fraud,
waste, abuse, errors, and noncompliance (page 37)
Observation D6– Delta’s management did not ensure that the agency’s bonds complied with the
requirements in statute (page 38)
Observation D7 – To assist the oversight bodies with their responsibility to achieve the agency’s
mission, Delta management should review and communicate when employee turnover rates may
impact mission (page 39)
Observation D8 – Delta’s management did not have an agency-wide complaint monitoring process to
ensure that programs track, investigate, and resolve client complaints timely (page 40)
Observation D9 – Delta’s management’s records retention policy did not include guidance concerning
records destruction procedures; furthermore, management did not ensure that the agency’s records were
properly safeguarded and stored (page 40)
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BACKGROUND

Governing Board
Delta Human Resource Agency’s 30-member governing board includes 3 county mayors, 22
city mayors, 3 local agency representatives, 1 state senator, and 1 state representative (see Finding
D1 on governing board composition). The agency’s bylaws state that the governing board is
responsible for holding an annual meeting during the fiscal year jointly with the executive committee
and policy council; however, the governing board did not meet or conduct business during our audit
period. (See Finding D1 on governing board meetings.)
Policy Council
The agency’s policy council is composed of nine members: six provider members and three
consumer members. The provider members include the three county mayors from the governing
board, or their designees, and three city mayors from the
MATTER FOR LEGISLATIVE
governing board, or their designees. The three consumer
CONSIDERATION: DELTA
members are selected by ballot from consumers of agency
services and recommended to the county mayor for Delta’s sole governing body is the
appointment. The agency’s bylaws require the policy policy council, which the governing
council to elect a chairman, vice-chairman, and secretary- board has authorized to carry out
treasurer at the annual joint governing board meeting. The all of the functions outlined in
policy council is required to meet six times each fiscal year. statute with no oversight or
ratification from the board. There
is no executive committee.

Executive Committee

The agency’s bylaws do not define the composition
of an executive committee or the number of times the committee should meet. The bylaws state
that the actions of the policy council are ratified by the governing board or the executive
committee. According to agency management and the policy council chair, the agency does not
have an active executive committee.
Executive Director
The day-to-day operations and personnel decisions of the agency are the responsibility of
the Executive Director, who is appointed by the policy council. The agency has approximately 50
employees.

AUDIT CONCLUSIONS

Governing Board

GOVERNING BOARD AND POLICY COUNCIL

1. Audit Objective: Is the governing board composed according to statute?
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Conclusion:

Delta’s governing board is not composed according to statute. See Finding D1.

2. Audit Objective: Given the governing board’s decision to delegate its authority to the policy council, did the
governing board retain and fulfill its responsibility for reviewing and approving the policy
council’s actions and decisions?
Conclusion:

The governing board did not fulfill its statutory responsibility to ratify the policy council’s
actions. See Finding D1.

3. Audit Objective: Has the governing board adopted travel regulations, developed a system of competitive bidding,
and developed personnel procedures, as outlined in Section 13-26-108, Tennessee Code
Annotated?
Conclusion:

The governing board adopted travel regulations, developed a system of competitive bidding,
and developed personnel procedures. However, the board did not submit these policies and
procedures to the appropriate agencies for filing and approval as required by Section 13-26108, Tennessee Code Annotated. See Observation D1.

4. Audit Objective: Did the governing board have a policy to address attendance for all oversight bodies and did
governing board members consistently attend meetings?
Conclusion:

Delta’s governing board did not have an attendance policy and did not meet during fiscal years
2018 and 2019. See Finding D1.

5. Audit Objective: Did the governing board meet and achieve the quorum standards established in the bylaws and
state statute?
Conclusion:

The board did not meet; therefore, we did not test whether the board achieved a quorum.

6. Audit Objective: Did the governing board have policies and procedures in place to disclose members’ conflicts
of interest?
Conclusion:

The board has a conflict-of-interest policy and disclosure form; however, governing board
members did not complete the form. See Finding D1.

7. Audit Objective: Did governing board members annually complete and sign conflict-of-interest forms?
Conclusion:

The board did not meet to conduct governance activities; therefore, it did not have policies and
procedures to disclose board members’ conflicts of interest. See Finding D1.

8. Audit Objective: Did governing board policy allow for public comment at meetings?
Conclusion:

The board did not have a policy allowing for public comment. See Observation D2.

9. Audit Objective: Did the governing board give public notice before all meetings?
Conclusion:

The governing board did not meet during fiscal years 2018 and 2019; therefore, the board did
not issue public notices.

Policy Council
10. Audit Objective: Is the policy council composed according to the bylaws and statute?
Conclusion:

Delta’s policy council is composed according to statute.

11. Audit Objective: Did policy council members consistently attend meetings?
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Conclusion:

Policy council members did not consistently attend meetings. See Finding D2.

12. Audit Objective: Did the policy council meet and achieve the quorum standards established in bylaws and state
statute?
Conclusion:

The policy council’s quorum requirement as stated in bylaws did not meet statutory
requirements, but the council achieved the quorum requirements in the agency’s bylaws and
state statute. See Finding D2.

13. Audit Objective: Did the policy council have policies and procedures in place to disclose council members’
conflicts of interest?
Conclusion:

The policy council has a Conflicts of Interest Policy and Disclosure form, but the form did not
provide space for the members to disclose actual or possible conflicts of interest. See
Observation D2.

14. Audit Objective: Did policy council members annually complete and sign conflict-of-interest forms?
Conclusion:

All policy council members did not complete and sign their FY 2020 conflict-of-interest
disclosure forms by the date established in the policy. See Observation D2.

15. Audit Objective: Did council policy allow for public comment at meetings?
Conclusion:

The council did not have policy or procedures that allow for public comment at meetings. See
Observation D3.

16. Audit Objective: Did the policy council give public notice before all meetings?
Conclusion:

The policy council did not provide adequate public notice before all meetings.
Observation D4.

See

Finding D1 – Delta’s governing board did not meet to conduct business and fulfill its
statutory responsibilities
Condition, Criteria, and Cause
Fulfillment of Oversight Responsibility
Delta’s governing board did not meet during fiscal years 2018 and 2019, and therefore did
not ratify actions of the agency’s policy council, as required by state statute and agency bylaws.
According to the Executive Director, the agency’s policy council carries out all management and
oversight activities on behalf of the governing board. However, based on our office’s legal
research, our review of statute, and the agency’s bylaws, we found that Delta’s bylaws only grant
the policy council the powers described in statute, and the governing board retained the
responsibility to review and approve the council’s actions. Therefore, the governing board should
meet periodically to ratify the actions of the policy council.
Section 13-26-104, Tennessee Code Annotated, states the following:
The powers of every policy council include the power to adopt bylaws, to appoint persons
to senior staff positions, to determine major personnel, fiscal, and program policies, to
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approve overall program plans and priorities, and to assure compliance with conditions of
and approve proposals for financial assistance under this chapter, subject to ratification by
the governing board [emphasis added].

Delta’s policy council held 12 meetings during fiscal years 2018 and 2019. At those
meetings, the policy council heard budget presentations and program status updates; voted to
approve changes to agency employee benefits and personnel policies; and approved appointments
to a senior staff position. Because the governing board did not meet during fiscal years 2018 and
2019, these actions have not been ratified.
Composition
Section 13-26-103(a), Tennessee Code Annotated, requires that Delta’s governing board
membership include local agency representatives from each of the three counties in its service area
who are “knowledgeable of and dealing with the problems concerning human resource agencies”
and who are appointed by the county mayor or chair of the respective counties. Additionally, the
statute requires the membership to include one state senator and one state representative elected
by the senators and representatives “whose senatorial or representative districts lie wholly or in
part” within the agency’s district.
Based on our review of Delta’s governing board membership, we determined that the board
did not ensure mayors filled vacancies for local agency representatives. We also found that both
the state senate and state representative positions were vacant during fiscal years 2018 and 2019.
See Table 1.
Table 1
Delta Human Resource Agency Governing Board Vacancies, Fiscal Years 2018–2019
Fiscal Year
2018
2019

Local Agency
Representatives
3
3

State Senator
1
1

State
Representative
1
1

Source: Delta HRA governing board member list obtained from management.

Total Vacancies
5
5

Other Deficiencies
We also found that
•

the governing board has no attendance policy to encourage member attendance or to
govern actions to address members who consistently do not attend; and

•

the governing board has a conflict-of-interest policy, but members did not complete
conflict-of-interest forms.

The Executive Director stated that she was not aware that statute and the agency’s bylaws
require the governing board to ratify the actions of the policy council. She said that the policy
council has met and voted to take action on agency business before she was appointed to her
position and since that time. The Executive Director and Deputy Director said governing board
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members are not required to sign the conflict-of-interest form because the governing board has
given the policy council all voting power. In addition, she said the governing board does not have
an attendance policy and she was not aware of the requirement to have local agency representatives
or a state senator and a state representative as governing board members. The Human Resource
Agency Act of 1973, Section 13-26-103 et seq., Tennessee Code Annotated, is clear concerning
the compositions and responsibilities of the governing board, policy council, and executive
committee for each agency, including Delta Human Resource Agency.
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book), which provides a comprehensive framework for internal
control practices in federal agencies and serves as best practices for other governmental agencies,
notes that “the oversight body’s and management’s directives, attitudes, and behaviors reflect the
integrity and ethical values expected throughout the entity.”
Effect
Without the governing board’s active review and approval of the policy council’s activities,
the board and management increase the likelihood that risks associated with operational and fiscal
noncompliance will not be identified; errors, fraud, waste, and abuse may not be prevented or
detected by management and staff during normal business operations. Without strong controls
and oversight, the agency may not meet its mission to serve the community. Without appointed
local agency representatives, the governing board lacks the diverse membership necessary to
effectively oversee the agency’s operations and finances. Furthermore, the agency’s board cannot
conduct business or fulfill the governance responsibilities established in state statute without the
active involvement and participation of members.
Recommendation
The governing board should begin conducting the management and oversight activities
necessary to comply with statute and to ensure that all agency oversight bodies and management
are fulfilling the agency mission. Specifically, the governing board should review the bylaws,
staff appointments, policies, financial plans, and other strategic decisions made by the policy
council on a periodic basis. In addition, the county mayors or chair representatives should appoint
to serve on the governing board representatives from local agencies in each county who are
familiar with the problems concerning human resource agencies. The governing board should also
ensure that it maintains minutes documenting meeting attendees and decisions. As necessary, the
board should develop policies to address members’ attendance at meetings and ensure members
complete conflict-of-interest disclosures.
Board’s Comment
We concur with the finding. A meeting for the Governing Board will be called annually
and presented with the actions and decisions of the Policy Council for ratification. As identified
in the finding, Delta HRA does not have an Executive Committee, but the bylaws anticipated its
creation and allowed it certain duties. An Executive Committee is not required by our bylaws, but
TCA 48-58-101(d) sets out the procedure for a public benefit corporation to authorize such a
committee.
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Management’s Comment
We concur with the finding. To ensure that the governing board understands their
responsibility to Delta HRA, letters will be sent to each member of the governing board. This letter
will introduce them to Delta HRA and include their responsibilities to ratify decisions made by the
policy council.
Finding D2 – Delta’s policy council members failed to attend meetings, and the policy
council’s quorum requirement did not comply with statute
Condition and Criteria
Based on our testwork, 2 of 9 policy council members (22%) attended less than 50% of the
6 meetings in fiscal year 2018. In fiscal year 2019, 4 of 9 policy council members (44%) attended
less than 50% of the policy council’s 6 meetings. (See Table 3.)
Table 2
Delta Policy Council Meetings, Fiscal Years 2018–2019
Fiscal Year
FY 2018
FY 2019

Total Members 1
9
9

Source: Delta policy council meeting minutes provided by management.

Total Number of Meetings
6
6

Table 3
Details of Policy Council Members’ Attendance, Fiscal Years 2018–2019
Fiscal Year
FY 2018
FY 2019

Member
Member 2
Member 7
Member 2
Member 4
Member 5
Member 7

Member Details
Oakland City Mayor
Tipton County Mayor
Oakland City Mayor
Lauderdale County Mayor
Halls City Mayor
Tipton County Mayor

Source: Delta HRA policy council meeting minutes provided by management.

Percent Absent
67%
67%
83%
83%
83%
67%

Green Book Principles 1.03 and 1.04 state,
1.03 The oversight body and management lead by an example that demonstrates the
organization’s values, philosophy, and operating style. The oversight body and
management set the tone at the top and throughout the organization by their example, which
is fundamental to an effective internal control system.
1.04 The oversight body’s and management’s directives, attitudes, and behaviors reflect
the integrity and ethical values expected throughout the entity. The oversight body and
1

Total members is the number of members in office during the fiscal year, not including vacancies.
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management reinforce the commitment to doing what is right, not just maintaining a
minimum level of performance necessary to comply with applicable laws and regulations,
so that these priorities are understood by all stakeholders, such as regulators, employees,
and the general public.

Quorum
Based on our review of state statute, the board has
Section 4.02(4) of Delta’s
established bylaws that do not comply with Section 48-58bylaws states, “A quorum
205(a), Tennessee Code Annotated, which stipulates that a “a
shall be when a majority of
quorum of a board of directors consists of a majority of the
member counties are
directors in office immediately before a meeting begins. In no
represented at a meeting.”
event may the charter or bylaws authorize a quorum of fewer
than the greater of one third (1/3) of the number of directors in
office or two (2) directors.”2 Delta’s bylaws define a quorum as when a majority of counties are
represented at a meeting. The Executive Director stated that the agency’s service area includes
three counties, and therefore the policy council achieves a quorum when 2 of the 9 board members
(22%) are present at a meeting, if the two members are from different counties. Delta cannot usurp
state laws through the bylaws.
Cause
The Executive Director stated that the policy council does not have an attendance policy
and because the mayors on the policy council are elected officials, agency management does not
have authority to hold them accountable to attend meetings. Additionally, the Executive Director
stated that she did not know of the quorum requirements in statute.
Effect
By failing to attend meetings, policy council members increase the risk of ineffective
oversight and governance of personnel, fiscal, and program areas, which are the responsibility of
the council. When the council does not have active participation from all members, some interests
may not be represented in decision making.
Recommendation
The policy council chair should work with the Executive Director to develop policies and
procedures to ensure sufficient attendance to conduct business and to amend the agency’s bylaws to
reflect statutory requirements for a quorum.
Board’s Comment
We concur with the finding. Our Bylaws will be amended to reflect the proper definition
of a quorum to hold meetings.
2

Even with the conflict between Delta’s bylaws and statute, the policy council achieved a quorum based on its bylaws
and the statutory minimum at all 12 meetings held in fiscal years 2018 and 2019.

28

Management’s Comment
We concur with the finding. Delta HRA will continue to strongly encourage attendance at
meetings. Delta HRA understands that a quorum according to TCA 48-58-205(a) is 33 percent (3
people).
Observation D1 – Delta’s governing board did not submit updates to the agency’s travel policy
and personnel procedures to the Department of Finance and Administration and did not submit
updates to the procurement policy to the State Procurement Commission
Delta’s management could not provide
documentation that the governing board submitted the
agency’s current travel policy and personnel procedures
to the Department of Finance and Administration (F&A)
and the agency’s procurement policy to the State
Procurement Commission for approvals, as required by
statute. Without oversight by the state’s regulatory body
to ensure travel and personnel policies and procurement
policies are in line with the state’s policies and
procedures, the board increases the risk that the HRA is
not complying with the intent of the state statute and
related policies and procedures. The governing board
chair should work with the Executive Director to develop
and implement internal control processes to ensure that
the governing board complies with statutory
requirements for filing and receiving approval of its
policies and procedures.
These requirements are also addressed in the
Matter for Legislative Consideration on page 14.

Section 13-26-108, Tennessee Code
Annotated, states that the governing
board of each human resource agency
must
(1) Jointly adopt statewide uniform travel
regulations subject to the approval of the
commissioner of finance and
administration and reimburse its officers
and employees for official travel in
conformance with such regulations;
(2) Develop a system of competitive
bidding on purchases of supplies and
equipment and other contracts and
submit the written procedures governing
such system to the state procurement
commission for approval; and
(3) Develop written personnel
procedures to be filed with the
commissioner of finance and
administration for the hiring, promotion,
demotion, and dismissal of all
employees.

Observation D2 – Delta’s policy council members did not complete conflict-of-interest forms;
furthermore, the policy council should revise its conflict-of-interest disclosure form
Based on our review, for fiscal year 2020, the members of Delta’s policy council did not
submit annual conflict-of-interest (COI) disclosure forms as required by the agency’s policy, which
requires members to sign a disclosure form annually at the first meeting of the agency’s fiscal year.
The Executive Director stated that she was not aware of the requirement for members to sign the
disclosure form at the first meeting (after July 1 each year).
Additionally, based on our review of the conflict-of-interest process, we determined that
Delta’s form did not have a space for policy council members to disclose potential conflicts. To
ensure transparency and avoid the appearance of conflicts of interest, Delta’s management should
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improve their efforts to have forms completed as required and
update the conflict-of-interest disclosure form. The policy council
chair and the Executive Director should develop and implement
internal control procedures that ensure policy council members
are aware of the council’s COI policy and annually submit the
COI disclosure form. The policy council chair and the Executive
Director should update the board’s COI disclosure form to provide
space for members to disclose actual and/or potential conflicts of
interest.

Delta’s Conflict of Interest
Policy, Section 8, states:
The conflict-of-interest
form must be filed within
thirty days after
appointment as a board
member and annually at
the first meeting following
July 1 of each year.

Observation D3 – The bylaws for Delta’s governing board and policy council do not address
public comment at meetings
The bylaws for Delta’s governing board and policy council do not address public comment
at meetings. According to the chair of the policy council, he would recognize and permit a member
of the public to comment, if requested, at a meeting. Delta’s management said they were not aware
that a policy for allowing public comment was needed. According to the meeting minutes for
meetings held during our audit period, no members of the public attended.
To ensure the public can comment on board and committee actions, Delta’s governing
board and policy council should develop a policy or amend the bylaws to ensure the public has the
opportunity to make comments at meetings.
Observation D4 – Delta’s policy council did not comply with public notice provisions of the Open
Meetings Act
Based on our review of Delta’s policy council meetings, the council did not comply with
adequate public notice provisions found in Title 8, Chapter 4, Tennessee Code Annotated, the
Tennessee Open Meetings Act. Pursuant to Section 8-44-103, Tennessee Code Annotated, all
meetings of governmental bodies must “give adequate public notices of such meeting.”
Delta’s policy council met 12 times in fiscal years 2018 and 2019 but did not provide
adequate public notice for 11 of those meetings in two of the three counties in the agency’s service
area. For 11 meetings, a notice was published in a newspaper distributed only in Tipton County; a
notice was not published in Lauderdale or Fayette counties.3 The Deputy Director, who is responsible
for publishing meeting notices, said she was not aware that public notice for meetings should be
provided in all of the agency’s service area.
Furthermore, the policy council did not provide any public notice for the June 20, 2019,
meeting, one of six meetings (17%) held in fiscal year 2019.
Delta’s policy council should ensure compliance with the Open Meetings Act. The policy
council chair should work with agency management to ensure that the policy council provides
3

Delta’s service area is three counties: Fayette, Lauderdale, and Tipton.
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adequate public notice of all meetings, including notification in all counties in the agency’s service
area.

AGENCY OPERATIONS
17. Audit Objective: Did agency management conduct an annual risk assessment to identify and document the
agency’s risks and controls so that management can effectively mitigate the risk of error,
noncompliance, fraud, waste, and abuse?
Conclusion:

Delta Human Resource Agency management did not complete an annual risk assessment. See
Observation D5.

18. Audit Objective: Is the agency in compliance with bond requirements as outlined in statute?
Conclusion:

The agency is not in compliance with bond requirements as outlined in statute. See
Observation D6.

19. Audit Objective: Did employee turnover create problems with the agency’s operations or the board and
management’s ability to meet its mission?
Conclusion:

Delta Human Resource Agency management did not routinely review turnover rates or
communicate them to the oversight bodies. See Observation D7.

20. Audit Objective: Did management have a formal, agency-wide monitoring process to ensure program areas track,
investigate, and resolve client complaints timely?
Conclusion:

Based on our review of agency contract requirements and interviews with the Executive Director
and Deputy Director, the agency did not have a formal, agency-wide monitoring process to ensure
program areas track, investigate, and resolve client complaints timely. See Observation D8.

21. Audit Objective: In response to the prior audit investigative findings, did management implement procedures to
ensure that cash collected by drivers for fares was adequately safeguarded, accurately recorded,
and compared with projected fare collections?
Conclusion

Delta did not implement procedures to ensure staff adequately safeguard and accurately record
collected cash, and compare collected cash with projected collection amounts. See Finding D3.

22. Audit Objective: In response to the prior finding, did agency management implement procedures to ensure that
personnel files contained evidence that van drivers met all job requirements?
Conclusion

The agency did not maintain documentation that staff had completed registry checks and
documented training for van drivers in accordance with the agency’s contracts and policy. See
Finding D4.

23. Audit Objective: In response to the prior audit finding, did management implement policies and procedures to
ensure staff entered accurate and complete applicant data for the Low Income Home Energy
Assistance Program to determine benefits and apply eligibility standards consistently?
Conclusion:

We determined that Delta management implemented policies and procedures to ensure staff
entered accurate and complete applicant data for the Low Income Home Energy Assistance
Program to determine benefits and apply eligibility standards consistently.

24. Audit Objective: Did the agency have a formal records management policy governing public records?
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Conclusion:

Although Delta Human Resource Agency has a records retention and destruction policy, Delta
lacked policies and procedures to properly protect program files and ensure correct records
disposal. See Observation D9.

25. Audit Objective: Is Delta’s governing board and management operating and conducting activities to meet the
statutory mission, as prescribed in Tennessee Code Annotated?
Conclusion:

Although we found internal control deficiencies, we found that management is still operating
and conducting activities to meet the statutory mission to serve as the delivery system for human
resources.

Finding D3 – As noted in the prior audit finding, Delta’s management did not implement
adequate internal controls over the cash collection process for fares, increasing the risk of
fraud
Results of the Prior Audit
In the prior audit, we reported that Delta’s Transportation program did not have policies
and procedures to reconcile anticipated fare collections to actual collections received.
Furthermore, we reported that the agency did not provide receipts to riders for collected fares,
driver fare reports did not document the fares collected, and fares were not deposited timely.
In their response, management stated that the program would implement procedures to
issue receipts for collected fares, physically safeguard fares by installing lock boxes at each county
office for drivers to deposit fares collected at the end of their route each day, and compare cash
collections with anticipated fare amounts.
Current Audit Results
During the current audit, we found that the agency still lacked procedures to physically
safeguard cash fares paid by clients and to reconcile cash collections with projected amounts.
Although the agency implemented procedures to ensure van drivers issued cash receipts to
customers, agency management and staff did not document their comparison of these receipts with
the daily van driver fare reports to ensure receipts were accurately prepared and collections were
accurately recorded.
Criteria, Condition, and Cause
Inadequate Physical Safeguards person mt be present when the locked box is open an
Section 7.1 of the Delta Human Resource Agency Rural Transit System Policies and
Procedures Manual states, “Each driver must use a locked container for the collection of fares . . .
the driver and dispatcher or designated administrative person must be present when the locked box
is open and the contents counted. There must always be two people counting the money.”
Despite the policy, we found that the van drivers did not secure collected cash in a locked
box; instead, they placed cash in an unsecured paper envelope. Furthermore, both the maintenance
worker and billing clerk had unsupervised access to cash fares and driver records before van
32

drivers provided these fares to agency management. The Transportation Director stated that the
agency lacks the resources to implement these physical security measures.
Destroyed Cash Receipt Records
Program management could not provide some of the documents we requested to perform
our audit of the cash fares collected by van drivers. We requested cash receipts from July 1, 2017,
through February 20, 2020; however, those records were not retrievable from the warehouse
because mice destroyed the records. Specifically, the agency could not provide cash receipts for
1,672 of 2,330 client trips (72%) to support that drivers remitted all cash fares to the agency. In
Observation D9, the Executive Director acknowledged that the agency’s records storage,
retention, and security are a problem.
No Reconciliation of Cash Fares
According to Green Book Principle 5.03,
Management holds entity personnel accountable for performing their assigned internal
control responsibilities. The oversight body, in turn, holds management accountable as well
as the organization as a whole for its internal control responsibilities.

Prior to each day’s route, drivers receive a printed manifest with client names, addresses,
and fare amounts. At the end of the day, the van driver will use the manifest to complete a fare
report that documents the difference between the anticipated fares and the actual fares collected.
We found that Delta’s management did not ensure that van drivers documented an adequate
explanation for the discrepancies between the actual cash fares collected from clients and the
anticipated fares based on reports each driver receives before starting their routes each day. We
reviewed the cash fare reports for 25 days with a total of 2,330 client trips. For 368 of those 2,330
client trips (16%), we found that van drivers did not adequately document reasons when the actual
fare amounts were less than the anticipated fare amounts. Furthermore, agency management did
not provide evidence that program staff asked drivers for an explanation of the differences.
Although the billing clerk stated that she identifies these discrepancies during her review,
she does not document the discrepancies or her follow-up with van drivers. According to the
Transportation Director, van drivers were informed that they should provide an adequate
explanation when cash collections do not match expected amounts; however, some van drivers do
not follow instructions. The Transportation Director added that he has not considered
documenting his discussions with van drivers to resolve unexplained discrepancies between cash
collections and expected amounts.
Effect
When the agency lacks procedures to physically safeguard, accurately report, and reconcile
cash with projected amounts, management increases the risk that cash collected for transportation
fares will be lost or stolen.
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Recommendation
An effective system of internal controls is the hallmark of a well-managed organization.
This is particularly true for a public entity that receives funds from federal, state, and local partners
to spend for the benefit of the state’s most vulnerable citizens. Controls should be designed to
mitigate risks specific to the nature of the organization’s operating environment and appropriate
to protect agency resources. Therefore, Delta’s Executive Director should ensure that the
Transportation program implements strong internal controls to physically safeguard cash and the
agency’s records in accordance with the agency’s policy and control environment.
Board’s Comment
We concur with the finding. Internal controls will be reviewed, amended if need be, and
monitored by the Policy Council, with an annual report to the Governing Board.
Management’s Comment
We concur with the finding. Documents requested were not safe and sanitary due to how
they were being stored. Delta HRA has changed how those documents are being stored to ensure
this is not an issue going forward. Delta HRA will procure more secure vessels to keep fares and
reconcile the policy accordingly. Delta HRA will adjust its internal controls to ensure money
collected matches receipts.
Finding D4 – Delta’s Transportation staff did not maintain documentation for registry
checks and training for van drivers in accordance with the agency’s contracts, grant
agreements, and policy
Delta’s Transportation program administers transportation for a diverse group of clients
and purposes, including non-emergency medical transportation. Under contract arrangements,
Delta contracts with the Tennessee Department of Transportation; Southeastrans, Inc.; and
Tennessee Carriers, Inc. 4 to provide transportation services. In accordance with contract terms
and Delta’s hiring policies, Delta’s management should ensure that van drivers meet certain
standards before they are hired and that they maintain those standards.
Results of Prior Audit
In the prior audit, we found that the agency’s van driver personnel files did not contain
documentation that drivers met the agency’s job requirements. Specifically, the files did not
contain documentation of a National Criminal background check for one van driver, a valid
driver’s license from one van driver, and/or the completed Medicare/Medicaid registry fraud
checks for seven van drivers. In response, management stated that the human resource director
would review all driver personnel files to ensure that all required documentation is present and
document the results in a checklist.
Southeastrans and Tennessee Carriers contract with Delta to provide Non-Emergency Medical Transportation
(NEMT) to TennCare’s MCO members. These contracts have the most stringent requirements for drivers.
4
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Current Audit
Based on our testwork, management corrected the condition for completing the National
Criminal Background Checks and driver’s licenses review, but management, even with a newly
developed checklist, did not maintain evidence that the agency completed the required registry
checks. According to the Transportation Director, in December 2018, he developed and
implemented a checklist with the pre-employment requirements for van drivers. The checklist is
maintained in the driver’s personnel file. The director reviews each file and signs and dates the
checklist to indicate that the requirements have been met and are documented.
Criteria and Condition
The agency’s Rural Transit System Policies and Procedures states that applicants for
employment will be subject to pre-employment criminal background and abuse registry checks.
The agency’s contracts with Southeastrans and Tennessee Carriers require that the following
checks are conducted for all drivers pre-hire:
•

criminal background checks;

•

Tennessee and National Sexual Offender Registries checks;

•

Excluded Parties List System (EPLS)/System for Award Management (SAM) Check;
and

•

a Motor Vehicle Report (MVR).

The Tennessee Carriers contract requires the checks listed above and the following additional prehire checks to be performed:
•

Tennessee Abuse Registry, and

•

Tennessee Felony Offender Registry (FOIL).

During our audit period, Delta utilized First Advantage to obtain a national criminal
background check and registry reviews on van driver applicants for the agency. We found,
however, that the background results pages provided by the vendor did not provide a record of all
registries that management thought were included as part of the pre-employment checks.
According to the Transportation Director, the First Advantage background reports include the
National Sex Offender Registry; however, based on the documentation that First Advantage
provides for the background checks, the National Sex Offender Registry is not listed.
We performed testwork on the personnel files of all 34 van drivers hired during our audit
period to determine whether the vendor and agency staff completed the required pre-employment
checks. We identified the following deficiencies in the registry checks as shown in Table 4.
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Table 4
Testwork Results of Employee Background Checks

Completed
Pre-Hire
Checks
Not
Completed
or Not
Documented

Criminal
Background
Check

TN Sex
Offender
Registry

34 of 34
employees
(100%)

34 of 34
employees
(100%)

-

-

National
Sex
Offender
Registry
0 of 34
employees
(0%)

TN Abuse
Registry

EPLS/
SAM

MVR

FOIL

11 of 34
employees
(32%)

8 of 34
employees
(24%)

23 of 34
employees
(68%)

2 of 34
employees
(6%)

34 of 34
employees
(100%)

23 of 34
employees
(68%)

26 of 34
employees
(76%)

11 of 34
employees
(32%)

32 of 34
employees
(94%)

Source: Information provided by Delta Deputy Director.

For the 34 items we tested, we reperformed the checks for the Tennessee Felony Offender
Registry, the National Sex Offender Registry, and the Tennessee Abuse Registry, and we did not
find information on any employees that should have disqualified them from service.
Lack of Driver Training Documentation
Along with Delta’s policy, the Southeastrans and Tennessee Carriers contracts require the
agency to maintain training records for van drivers as proof that they have completed defensive
driving, first aid, CPR, biohazard removal, passenger assistance, safety, customer service,
wheelchair safety, and sensitivity training. Based on our review, we found that the driver files did
not include documentation that all training was completed before drivers transported clients in 28
of 34 drivers’ personnel files (82%). According to the transportation director, the prior director did
not ensure that training documentation was maintained in driver files.
Cause
According to the Transportation Director, although First Advantage checks the Tennessee
Sex Offender Registry, transportation staff also review the registry as well, because staff have
found information on the registry that First Advantage did not provide. The Transportation
Director said that the agency did not have a written agreement with First Advantage that specifies
in what form the results of the background check reports should be returned to the agency.
The Transportation Director said he was unsure why the registry checks were not
completed. He said that he designed and instituted the checklist in order to ensure that all preemployment documentation was in the personnel file, and that the lack of documentation in files
is due to program staff at the agency prior to his employment who were not aware of the
requirements to maintain documentation.
Effect
When management does not design and implement internal control processes to ensure that
staff or their vendor perform all required pre-employment activities for drivers, including
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documented reviews, the risk that the agency will employ drivers who do not meet the minimum
qualifications increases. Without a clear, binding agreement in place governing background
checks and registry reviews, the vendor may not be meeting management’s needs and management
may be unaware of the deficiency. When the agency does not ensure that drivers have required
training, management increases the agency’s liability and compromises the safety of the agency’s
Transportation clients.
Recommendation
The Executive Director should ensure that management and staff keep accurate and
complete records of background check results and driver training. The Executive Director should
direct management to conduct a comprehensive review to ensure that all employees have complete
background check results on file. The Executive Director should ensure that management
implement sufficient controls to ensure that staff and vendors have conducted accurate, complete
background checks. The Transportation Director should implement procedures to ensure that the
agency obtains all background checks and registry reviews or performs registry reviews prior to
authorizing the hiring of the van drivers.
The Executive Director and Transportation Director should work with Delta’s vendor to
include the results of all required registry reviews on the background check results page. The
Transportation Director should ensure that those staff responsible for hiring the drivers obtain and
retain all the required documentation prior to the hiring decisions and retain documentation related
to required training.
Board’s Comment
We concur.
Management’s Comment
We concur with the finding. To ensure that all registry checks and training for van drivers
has been completed and in accordance with the agency’s contracts, grant agreements and policy,
a new method of onboarding has been adopted alongside a new system of keeping records. With
the new system, Delta HRA will be able to easier see the required registry checks and training that
has been completed as well as those left to complete. Using this, Delta HRA will ensure that all
necessary training and registry checks have been completed.
Observation D5 – Delta’s management should improve the agency’s internal controls by
conducting an annual risk assessment to identify operational and fiscal risks, including those
related to fraud, waste, abuse, errors, and noncompliance
An ongoing and documented risk assessment process is a basic component of internal
control which allows management to eliminate or mitigate the risks that could affect an agency’s
overall mission, financial resources, or compliance with state law or other regulatory requirements.
An effective risk assessment identifies risks to operational objectives and describes the controls
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used by management to mitigate the risks of errors, noncompliance, fraud, waste, and abuse within
the agency. Currently, agency management conducts activities that assist them with evaluating
how well management and program staff meet program requirements and operational benchmarks
and goals. Although these activities help management identify areas of concern, these activities
do not fulfill the same purpose as an annual risk assessment and do not identify risks, the likelihood
or potential impacts of those risks, and the agency’s mitigating controls.
Management should conduct and document an annual risk assessment to identify risks that
could prevent the agency from meeting the agency’s operational and fiscal goals and mission,
including those risks related to compliance with laws and financial matters such as errors, fraud,
waste, and abuse. For risks with either a high likelihood of occurring or a high impact if they do
occur, management should identify internal controls to prevent and detect them. As part of
management’s ongoing monitoring of their control processes, if deficiencies are identified,
management should evaluate their controls to determine if new controls need to be implemented
or if existing controls need to be reassessed and redesigned.
Observation D6 – Delta’s management did not ensure that the agency’s bonds complied with the
requirements in statute
Section 13-26-110, Tennessee Code Annotated, requires human resource agencies (HRAS) to
bond “any board member, policy council member, employee, officer,
Bonds protect the
or any authorized person … who receives public funds, has the
human resource
authority to make expenditures from public funds, or has access to any
agency
from financial
public funds.” Bonding these individuals protects the agency from
loss
due
to employee
incurring financial losses due to employee theft or dishonesty. Based
dishonesty or
on our review and discussions with management, we identified internal
negligence.
control deficiencies and noncompliance in Delta’s bond processes:
•

Delta had insufficient insurance coverage for employees who were not individually
bonded, 5 and the insurance coverage was less than the $400,000 per occurrence
required by statute. For employees not individually bonded, management relied on the
insurance company to set the coverage amount.

•

Bond amounts were based on the same amount as prior-year bonds purchased, 6 instead
of the revenues in the agency’s most recent audited financial statements, as required by
statute. As a result, all seven of the agency’s bonds obtained for fiscal year 2019 were
less than the minimum coverage amount required by statute. The Deputy Director
stated that management was not aware of the statutory requirement to calculate bonds
based on the agency’s most recent audited revenues.

Based on our office’s legal research, the human resource agencies, including Delta, met with COT management and
discussed the cost of acquiring individual bonds for all board members and staff required to be bonded. The agencies,
including Delta, obtained an employee dishonesty insurance policy to cover potential losses from employees not
individually bonded.
6
Delta’s former financial director purchased bonds in the amount of $143,770, and according to the Deputy Director,
the agency continued to use that amount after he left the agency’s employment.
5
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Section 13-26-110(c)(1), Tennessee Code Annotated, states that when calculating
minimum bond amounts, HRAs must use the “revenues . . . as reported in the last audit approved
by the comptroller of the treasury.” Additionally, Section 13-26-110 requires that the HRAs bond
board members, policy council members, employees, officers, and other authorized persons of an
HRA who handle public funds. However, Section 8-19-101(e)(2)(B)(i), Tennessee Code
Annotated, states that if the HRA obtains a policy in accordance with subdivision (e)(2)(a), it will
be deemed a blanket official bond for those individuals handling public funds. Subdivision
(e)(2)(a) states that the HRAs may
Obtain and pay the premiums or other costs with respect to a policy of insurance issued by
an insurance company duly authorized to do business in this state or an agreement with a
pool established pursuant to § 29-20-401 or any entity established pursuant to § 29-20401(b)(2) for administration of such agreement, that provides government crime coverage,
employee dishonesty insurance coverage, or equivalent coverage that insures the lawful
performance by officials and their employees of their fiduciary duties and responsibilities.
Any such policy or agreement maintained shall have limits of not less than four hundred
thousand dollars ($400,000) per occurrence [emphasis added].

Additionally, we determined that the agency had no written procedures for determining
which individuals require bonding, the process for obtaining bonds, and the calculation of bond
amounts to meet requirements in statute. According to the Executive Director, the agency bonds
employees and council members who sign contracts, sign checks, or handle money; however, the
process used to determine this is not documented in writing.
According to Green Book Principles 3.09 and 3.10,
Management develops and maintains documentation of its internal control system. . . .
Effective documentation assists in management’s design of internal control by
establishing and communicating the who, what, when, where, and why of internal control
execution to personnel. Documentation also provides a means to retain organizational
knowledge and mitigate the risk of having that knowledge limited to a few personnel, as
well as a means to communicate that knowledge as needed to external parties, such as
external auditors.

When employees and management are not properly bonded, the risk increases that, in the
event of fraud, waste, or abuse, the agency could sustain financial losses for which it is not
adequately covered. Management should develop formal written procedures and establish
adequate controls to ensure the agency’s bonding process complies with statute.
Observation D7 – To assist the oversight bodies with their responsibility to achieve the agency’s
mission, Delta management should review and communicate when employee turnover rates may
impact mission
Management uses a personnel action form completed by the employee’s supervisor to
record the reason for an employee’s termination. The form is forwarded to the Executive Director
and the Fiscal Director for review and signature. Management enters this information into Delta’s
payroll system, but, according to the Executive Director and Deputy Director, agency management
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had not considered extracting this information and analyzing the impact that turnover may have
on the agency’s ability to meet the mission.
According to Green Book Principle 4.01,
Management should demonstrate a commitment to recruit, develop, and retain competent
individuals.

Management’s commitment to provide the oversight boards with relevant information when
needed, such as increases in employee turnover, will ensure that oversight bodies can fulfill their
responsibilities to remain viable in providing community services.
Observation D8 – Delta’s management did not have an agency-wide complaint monitoring
process to ensure that programs track, investigate, and resolve client complaints timely
Delta’s management did not have agency-wide complaint policies and procedures to
inform the Executive Director and the oversight bodies about all complaints. Furthermore,
management did not track complaints for data trends and additional information, although doing
so could help assess risks and concerns for the agency and its customers. The agency’s Executive
Director and Deputy Director said that an agency-wide process is not in place because the agency’s
program directors are responsible for the intake and resolution of complaints. We reviewed two
programs, 7 and according to both program directors, they only receive verbal complaints and do
not document or track them for reporting to management.
Without sufficient complaint guidance, the agency may not handle citizens’ complaints in
a timely manner, if at all, which could result in serious issues not being investigated and resolved.
The Executive Director and Delta’s oversight bodies should implement agency-wide policies and
procedures to track client complaints across all programs, to assess risks related to public safety,
and to provide accountability for citizen concerns.
Observation D9 – Delta’s management’s records retention policy did not include guidance
concerning records destruction procedures; furthermore, management did not ensure that the
agency’s records were properly safeguarded and stored
Delta management has adopted a written Record Retention and Destruction Plan, but we
found that it did not include procedures for destroying records. As a result, management could not
provide any documentation of records that were destroyed. State law requires the Public Records
Commission to determine and order the proper disposition of the state’s public records 8 and to
direct the Tennessee Department of State’s Records Management Division to initiate any action
necessary to establish the regulation of record holding and management in any state agency. In
See our methodology in Appendix D-B for more information about how we selected these program areas.
Section 10-7-301(6), Tennessee Code Annotated, defines public records as “all documents, papers, letters, maps,
books, photographs, microfilms, electronic data processing files and output, films, sound recordings, or other material,
regardless of physical form or characteristics made or received pursuant to law or ordinance or in connection with the
transaction of official business by any governmental agency.”
7
8
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order to achieve efficient control and regulation of public records, the Records Management
Division uses Records Disposition Authorizations (RDAs), which are retention schedules detailing
how to maintain public records.
Furthermore, we observed that the Deputy Director’s office had a lock box with keys used
to access offices and storage areas in the building that contained agency records. The lock box
with the keys inside was left open and unattended during the day when the Deputy Director was
not in her office. Additionally, the agency stored records with receipts for the transportation
program in an off-site warehouse. During our walkthrough of records storage procedures, we
observed that these records were in boxes that were turned over or not covered with a top. When
we requested the receipts related to the Transportation program’s cash fares, we were told that the
records were damaged by mice and not safe to retrieve.
The human resource agencies are quasi-governmental agencies; they are registered as
nonprofit organizations with the Tennessee Secretary of State’s office, but they are designated in
statute as bodies politic. Based on inquiries with the Tennessee Secretary of State’s office, the
human resource agencies are not subject to the state’s Public Records Commission’s authority;
therefore, they do not have to follow the state’s RDAs. The Tennessee Public Records Act includes
provisions for state, county, and municipal governments to adopt policies for their public records;
therefore, it is clearly the intent for all government entities to adopt appropriate record retention
and disposition policies. Public officials are legally responsible for creating and maintaining
records to provide evidence of government operations and accountability to citizens.
The Executive Director acknowledged the agency has problems with records storage,
retention, and security, and she said agency staff are in the process of revising the agency’s records
management plan. Without proper documentation covering records management and disposition
and the security and proper storage of records, confidential documents and important records could
be lost or prematurely destroyed. The Executive Director should ensure that the agency’s “Records
Retention and Access Policy” includes policies and procedures for records destruction and for
secure storage of records.

COVID-19 IMPACT AND AGENCY RESPONSE
(Unaudited)

Agency Operations
Based on our discussions with agency management, the agency continued to provide
services during the pandemic. Management closed the main building to clients; however, services
continued. Staff worked remotely from March 2020 through June 2020; phone calls were routed
to the staff working in their homes. All employees returned to the building on June 1, 2020.
The agency temporarily furloughed the Assistant Weatherization Coordinator due to lack
of demand from clients for the assistance.
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CARES Act Funding
The agency also received Coronavirus Aid, Relief, and Economic Security (CARES) Act
funding totaling $2.4 million. See Table 6.
Table 6
CARES Act Funding
CFDA
20.509
93.569
10.568
93.568

DELTA Program

Rural Transit
Community Services Block Grant
Emergency Food and Shelter
Low Income Home Energy Assistance Program

Source: Delta Executive Director, June 3, 2020.

Amount
$2,400,000
369,189
49,368
512,840

Impact on Services

Transportation Program
The agency continued to provide transportation services to clients. The agency’s back-up
van drivers were moved into part-time van driver positions to accommodate clients. The agency
provided van drivers with masks, hand sanitizer, and extra cleaning supplies at a cost of
approximately $1,500.
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APPENDICES

APPENDIX D-A

Internal Control Significant to the Audit Objectives
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) sets internal control standards for federal entities and serves
as best practice for non-federal government entities, including state and local government
agencies. As stated in the Green Book overview, 9
Internal control is a process used by management to help an entity achieve its objectives .
. . Internal control helps an entity run its operations effectively and efficiently; report
reliable information about its operations; and comply with applicable laws and regulations.

The Green Book’s standards are organized into five components of internal control: control
environment, risk assessment, control activities, information and communication, and monitoring.
In an effective system of internal control, these five components work together to help an entity
achieve its objectives. Each of the five components of internal control contains principles, which
are the requirements an entity should follow to establish an effective system of internal control.
We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5
Principle 6
Principle 7
Principle 8
Principle 9

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Information and Communication

Principle 13
Principle 14
Principle 15

Risk Assessment

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Principle 16
Principle 17

Use Quality Information
Communicate Internally
Communicate Externally

Monitoring

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

In compliance with generally accepted government auditing standards, we must determine whether
internal control is significant to our audit objectives. We base our determination of significance
on whether an entity’s internal control impacts our audit conclusion. If some, but not all, internal
control components are significant to the audit objectives, we must identify those internal control
components and underlying principles that are significant to the audit objectives. In the following
matrix, we list our audit objectives, indicate whether internal control was significant to our audit
objectives, and identify which internal control components and underlying principles were
significant to those objectives.
9

For further information on the Green Book, please refer to https://www.gao.gov/greenbook/overview.
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

Control Environment

Governing Board

4

6

8

Policy Council

9
13

15
16
17

19

Agency Operations

20

21

22

Audit Objectives
Significance
Did the governing board have a policy to
Yes
address attendance for all oversight bodies
and did governing board members
consistently attend meetings?
Did the governing board have policies and
Yes
procedures in place to disclose members'
conflicts-of-interest?
Did governing board policy allow for public
Yes
comment at meetings?
Did the governing board give public notice
Yes
before all meetings?
Did the policy council have policies and
Yes
procedures in place to disclose council
members’ conflicts of interest?
Did council policy allow for public comment
Yes
at meetings?
Did the policy council give public notice
Yes
before all meetings?
Did agency management conduct an annual
Yes
risk assessment to identify and document the
agency’s risks and controls so that
management can effectively mitigate the risks
of error, noncompliance, fraud, waste, and
abuse?
Did employee turnover create problems with
Yes
the agency’s operations or the board and
management’s ability to meet the agency’s
mission?
Did management have a formal, agency-wide
Yes
monitoring process to ensure program areas
track, investigate, and resolve client
complaints timely?
In response to the prior audit investigative
Yes
findings, did management implement
procedures to ensure that cash collected by
drivers for fares was adequately safeguarded,
accurately recorded, and compared with
projected fare collections?
In response to the prior finding, did agency
Yes
management implement procedures to ensure
that personnel files contained evidence that
van drivers met all job requirements?

23 In response to the prior audit finding, did
management implement policies and
procedures to ensure staff entered accurate
and complete applicant data for the Low
Income Home Energy Assistance Program to
determine benefits and apply eligibility
standards consistently?
24 Did the agency have a formal records
management policy governing public records?

1
Yes

2
Yes

3
No

4
No

5
No

6
No

7
No

8
No

9
No

10
Yes

11
No

12
Yes

13
No

14
No

15
No

16
No

17
No

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

Yes

Yes

No
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No
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No
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APPENDIX D-B
Methodologies to Achieve Objectives
Governing Board
To achieve our objectives related to governing board attendance, including obtaining an understanding and
assessing management’s design and implementation of internal controls, we interviewed the Executive Director and
Deputy Director and reviewed the agency’s bylaws.
To achieve our objectives related to conflict-of-interest policies, including obtaining an understanding and
assessing management’s design and implementation of internal controls, we interviewed the Executive Director and
the Deputy Director and obtained and reviewed the conflict-of-interest policy.
To achieve our objective related to the governing board’s policy to allow public comment at meetings,
including obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the Executive Director and Deputy Director and reviewed the agency’s bylaws.
To achieve our objective related to public notice, including obtaining an understanding and assessing
management’s design and implementation of internal controls, we interviewed the Executive Director and the Deputy
Director.
For the remaining objectives, we interviewed the Executive Director and the Deputy Director. We obtained
the agency’s records of all active governing board members during the period of July 1, 2017, through December 31,
2019. We obtained and reviewed copies of the agency’s personnel policy, travel policy, and procurement policy. We
reviewed the agency’s bylaws, policies and procedures. We reviewed quorum requirements in the agency’s bylaws
and compared those to state statute.

Policy Council
To achieve our objectives related to conflict-of-interest policies, including obtaining an understanding and
assessing management’s design and implementation of internal controls, we interviewed the Executive Director and
the Deputy Director and obtained and reviewed the conflict-of-interest policy. We obtained and reviewed policy
council members’ disclosure forms for our audit period of July 1, 2017, through February 25, 2020.
To achieve our objective related to the policy council’s policy to allow public comment at meetings, including
obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the Executive Director and Deputy Director and reviewed the agency’s bylaws. We obtained and reviewed
minutes for the policy council meetings from July 1, 2017, through December 31, 2019.
To achieve our objective related to public notice, including obtaining an understanding and assessing
management’s design and implementation of internal controls, we interviewed the Executive Director and the Deputy
Director. We obtained and reviewed the public notices for policy council meetings held from July 1, 2017, through
December 31, 2019.
For the remaining objectives, we interviewed the Executive Director, the Deputy Director, and the policy
council chair. We reviewed the agency’s bylaws. We obtained lists of all policy council members and meeting minutes
from July 1, 2017, through December 31, 2019, and reviewed them to determine whether membership met the
requirements in statute and bylaws. We obtained and reviewed the policy council meeting minutes for meetings held
between July 1, 2017, through December 31, 2019, to determine whether the council met quorum requirements in
statute and in bylaws. We also reviewed quorum requirements in bylaws and compared them to state statute.
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Agency Operations
Risk Assessment
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed the Executive Director and Deputy Director. We obtained and reviewed the agency’s
Tennessee Department of Transportation risk assessment questionnaires and the agency’s Community Services Block
Grant checklists completed during our audit period.
Bonds
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, we reviewed bond statutory requirements and interviewed the Executive Director and Deputy
Director. We obtained revenues from the agency’s annual audit reports for FY 2016 through FY 2018, to calculate
the minimum bond amount required by statute. We obtained copies of all active bonds during our audit period July
1, 2017, through December 31, 2019, to determine if the bond amounts met the statutory minimum.
Turnover
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed the Executive Director and the Deputy Director, obtained active employee counts,
and obtained and reviewed terminated employee listings from the Deputy Director for the period July 1, 2017, through
December 31, 2019. We used the employee separations and average employee counts provided by management to
calculate agency-wide and program-specific turnover for fiscal years July 1, 2017, through December 31, 2017, and
fiscal years 2018 and 2019. We also discussed turnover with agency management to determine if turnover has affected
the agency’s mission.
Complaint Process
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, we reviewed the agency’s financial statements and contracts and determined the programs with the
largest amount of funding and client impact were the Low Income Home Energy Assistance Program (LIHEAP) and
the Transportation program. We reviewed the contracts and the requirements for resolving customer complaints. We
interviewed the Executive Director, Deputy Director, the Transportation Director, and the LIHEAP Coordinator.
Cash Fare Collections
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, We interviewed management and reviewed agency’s policies and procedures to gain an
understanding of the procedures the agency implemented in response to the prior audit finding. We obtained a
population of all days the agency provided transportation services to its customers from July 1, 2017, through February
1, 2020. From this population, we selected 25 days and obtained a list of 2,330 client trips from driver’s fare reports
for these selected days. We compared driver reports with cash receipts to determine whether drivers’ accurately
reported collections, compared fare collections with projected amounts, and provided reasonable explanations for any
discrepancies during this comparison.
Van Driver Personnel Files
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed the Transportation Director, the Transportation Call Center Supervisor, the Executive
Director, and the Deputy Director. We interviewed the agency’s policies and procedures and contracts. We obtained
a population of thirty-four van drivers hired from July 1, 2017 – February 1, 2020. We reviewed van driver personnel
files to ensure that the that program staff maintained documentation that van drivers met the requirements in the
agency’s contracts and agency policy.
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Low Income Home Energy Assistance Program (LIHEAP)
To achieve our objectives, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed the LIHEAP Coordinator and reviewed the LIHEAP operational plan. We obtained the
population of all approved LIHEAP applications during the period July 1, 2017, through February 1, 2020. We then
selected nonstatistical samples from this population to determine if the agency obtained complete and accurate information
to appropriately determine applicants eligible for benefits.
Records Management
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, we conducted interviews with management, observed records storage procedures in the main office
and the warehouse, and reviewed the agency’s records management policy.
Mission
To achieve our objective, we interviewed the Delta Human Resource Agency’s Executive Director. We
conducted verbal walkthroughs and documented our understanding of the need’s assessment survey and annual report
processes. We obtained and reviewed the agency’s most recent needs assessment survey and annual report, including
program descriptions and customer numbers.
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APPENDIX D-C
Delta Human Resource Agency
Financial Information

Source: Obtained from an independent audit report issued by Whitehorn, Tankersley & Davis, PLLC of Delta’s
financial statements and supplementary information for the fiscal year ended June 30, 2019.
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East Tennessee Human Resource Agency (East Tennessee)
Mission
East Tennessee Human Resource Agency’s mission is to help families and
individuals remain independent with opportunities to succeed.

EAST TENNESSEE’S SERVICE AREA

SERVICE AREA DEMOGRAPHICS

1,216,552

$67,759

total population of East
Tennessee’s service area

average annual
household income

21%

18%

are under age 18

are over age 65

16%

16%

live below the
poverty level

have a disability

★ Knoxville Regional Office

Source: U.S. Census Bureau,
2018 American Community Survey.

SERVICES OFFERED
Child Care Food Program
Community Corrections
(Anderson, Blount, Claiborne,
Campbell, Cocke, Fentress,
Grainger, Greene, Hamblen,
Hancock, Hawkins, Jefferson,
Loudon, Meigs, Morgan, Roane,
Scott, Sevier, and Union
Counties)
Community Intervention for
Juvenile Offenders (Claiborne,
Cocke, Grainger, Hamblen, and
Jefferson Counties)
Community Services Block Grant
(Claiborne, Campbell, Morgan,
Scott, and Union Counties)
DUI School (Campbell,
Claiborne, Grainger, Hamblen,
Jefferson, Loudon, Morgan,
Sevier, and Union Counties)

Emergency Food Assistance
Program (Campbell, Claiborne,
Morgan, Scott, and Union Counties)
In-Home Services
Long-Term Care Ombudsman
Low Income Home Energy
Assistance Program (Anderson,
Campbell, Claiborne, Morgan,
Scott, and Union Counties)
Meals on Wheels and Congregate
Meals (Anderson, Campbell,
Claiborne, Morgan, Scott, and
Union Counties)
Misdemeanor Probation (Campbell,
Claiborne, Cocke, Grainger,
Greene, Hamblen, Hancock,
Hawkins, Jefferson, Loudon, Meigs,
Morgan, Roane, Sevier, and Union
Counties)

Public Transit
Senior Community Service
Employment Program (Anderson,
Blount, Cocke, Grainger,
Jefferson, Loudon, Monroe,
Roane, and Sevier Counties)
Summer Food Service Program
(Anderson, Blount, Campbell,
Claiborne, Cocke, Grainger,
Greene, Jefferson, Roane, Scott,
Sevier, and Union Counties)
Weatherization Assistance
Program (Anderson, Campbell,
Claiborne, Cocke, Grainger,
Hamblen, Jefferson, Monroe,
Morgan, Scott, Sevier, and Union
Counties)
Workforce Innovation and
Opportunity Act

PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department,
agency, or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior audit report was dated December 2014 and
contained 12 findings, 6 of which related to East Tennessee Human Resource Agency (East
Tennessee). East Tennessee filed its report, due 6 months after the release of the audit report, with
the Comptroller of the Treasury on June 24, 2015.
We conducted a follow-up of the prior audit findings as part of the current audit.

RESOLVED AUDIT FINDINGS
The current audit disclosed that East Tennessee resolved the previous audit findings:


East Tennessee should implement controls to ensure Low Income Home Energy
Assistance Program applicants are eligible and receive the appropriate benefit amounts.



The Summer Food Service Program used a manual and cumbersome process with
excessive paperwork to determine meal counts.



The agency did not complete pre-employment checks on In-Home Services employees
timely.



The agency did not deposit Community Corrections offender fees within 72 hours of
collection.



The agency did not segregate revenue receipting and depositing duties within the
Community Corrections program. Because it was not feasible to add more staff at the
agency’s satellite offices to achieve segregation of duties, management implemented
alternative procedures to ensure case officers properly document, secure, and deposit
offender fees.

REPEAT AUDIT FINDINGS
The prior performance audit report contained a finding stating that case officers for East
Tennessee’s Misdemeanor Probation accepted cash for offender payments. The current audit
disclosed that although management updated agency policy to require offenders to pay supervision
fees by money order, staff again accepted cash payments from offenders, in violation of the policy.
We also found a new condition where management did not oversee the agency’s bank
reconciliation process to ensure staff detected and corrected discrepancies between the
Misdemeanor Probation accounting records and bank statements. See Finding ET5.
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MID-CUMBERLAND HUMAN RESOURCE AGENCY
EAST TENNESSEE HUMAN RESOURCE AGENCY

GOVERNING BOARD AND POLICY COUNCIL
Findings and Observations
Finding ET1 – East Tennessee’s governing board did not fulfill its statutory
requirement to review and approve the policy council’s actions (page 54)
Finding ET2 – East Tennessee’s governing board and policy council had low
meeting attendance and did not achieve quorum at meetings (page 56)
Finding ET3 – East Tennessee’s policy council composition did not meet
statutory requirements and had long-term vacancies (page 58)
Observation ET1 – East Tennessee’s governing board did not submit updates to
the agency’s travel policy and personnel procedures to the Department of Finance
and Administration and did not submit updates to the procurement policy to the
State Procurement Commission (page 60)
Observation ET2 – Governing board and policy council members did not always
complete a conflict-of-interest disclosure, and some members attended meetings
prior to or without ever completing the disclosure for the fiscal year (page 61)
Observation ET3 – East Tennessee’s bylaws for the governing board and policy
council do not address public comment at meetings (page 63)
Observation ET4 – East Tennessee’s governing board and policy council did not
provide adequate public notice for meetings (page 63)

Board

Council

X

X

X

X
X
X

X

X

X

X

X

X

AGENCY OPERATIONS
Findings and Observations
Finding ET4 – East Tennessee did not bond agency employees in accordance with statute (page 66)
Finding ET5 – As noted in the prior audit, East Tennessee’s Misdemeanor Probation program’s
internal controls were inadequate to prevent case officers from accepting cash from offenders for
their probation fees; we also found that management did not oversee bank statement
reconciliations to ensure finance staff detected and corrected deficiencies (page 68)
Finding ET6 – East Tennessee management overrode established procurement controls (page 70)
Observation ET5 – East Tennessee’s management should improve the agency’s internal controls by
conducting an annual risk assessment to identify operational and fiscal risks, including those related to
fraud, waste, abuse, errors, and noncompliance (page 73)
Observation ET6 – To assist the oversight bodies with their responsibility to achieve the agency’s
mission, East Tennessee management should review and communicate when employee turnover rates
may impact mission (page 73)

51

BACKGROUND
Governing Board
East Tennessee Human Resource Agency’s (East Tennessee) 90-member governing board
includes 16 county mayors, 16 local agency representatives, 56 city mayors, 1 state senator, and 1
state representative. The board meets annually in March in Knoxville. State statute and the agency’s
bylaws give the governing board the authority to appoint a policy council to act for it and to adopt
decisions approved and recommended by the policy council (see Finding ET1 on the governing
board’s review and approval of policy council actions.)
Policy Council
According to East Tennessee’s bylaws, the policy
council consists of at least 36 members, including at least 2
members from each of the 16 counties in East Tennessee’s
service area, 1 state Senator, 1 state Representative, and 2
members-at-large (see Finding ET3 on policy council
structure). The agency’s bylaws require that the policy
council meet at least 6 times annually.
Executive Director

MATTER FOR LEGISLATIVE
CONSIDERATION: EAST TENNESSEE
East Tennessee’s governing board
has authorized a policy council to
act for it and carry out all of the
functions outlined in statute,
subject to oversight and ratification
from the board. There is no
executive committee.
See Matter for Legislative
Consideration on page 14.

The agency’s daily operations and personnel
decisions are the responsibility of the Executive Director,
who is appointed by the policy council, subject to governing board approval and ratification. The
agency has approximately 346 employees.

AUDIT CONCLUSIONS

GOVERNING BOARD AND POLICY COUNCIL
Governing Board
1.

Audit Objective: Is the governing board composed according to statute?
Conclusion:

2.

The governing board was composed according to statute.

Audit Objective: Given the governing board’s decision to delegate its authority to the policy council, did the
governing board retain and fulfill its responsibility for reviewing and approving the policy
council’s actions and decisions?
Conclusion:

The governing board did not retain and fulfill its responsibility for reviewing and approving
the council’s actions and decisions. See Finding ET1.
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3.

Audit Objective: Has the governing board adopted travel regulations, developed a system of competitive
bidding, and developed personnel procedures, as outlined in Section 13-26-108, Tennessee
Code Annotated?
Conclusion:

4.

Audit Objective: Did the governing board have a policy to address attendance for all oversight bodies and did
governing board members consistently attend meetings?
Conclusion:

5.

East Tennessee’s governing board members did not always annually complete and sign
conflict-of-interest forms. See Observation ET2.

Audit Objective: Did governing board policy allow for public comment at meetings?
Conclusion:

9.

Although East Tennessee had policies and procedures requiring governing board members to
annually disclose conflicts of interest, both agency management and board leadership lack
the authority to compel board members to complete their disclosures. See Observation ET2.

Audit Objective: Did governing board members annually complete and sign conflict-of-interest forms?
Conclusion:

8.

Although the board met annually as required by the agency’s bylaws, it did not achieve a
quorum as required by statute and bylaws. See Finding ET2.

Audit Objective: Did the governing board have policies and procedures in place to disclose board members’
conflicts of interest?
Conclusion:

7.

The board did not have a policy to address attendance issues, and board members did not
consistently attend meetings. See Finding ET2.

Audit Objective: Did the governing board meet and achieve the quorum standards established in the bylaws
and state statute?
Conclusion:

6.

Although the agency has travel regulations, a system of competitive bidding, and personnel
procedures in place, the governing board has not formally reviewed or submitted them to state
agencies as required by Section 13-26-108, Tennessee Code Annotated. See Observation ET1.

The governing board did not have a policy to allow public comment at meetings. See
Observation ET3.

Audit Objective: Did the governing board give public notice before all meetings?
Conclusion:

The governing board did not give public notice before all meetings. See Observation ET4.

Policy Council
10. Audit Objective: Is the policy council composed according to the bylaws and statute?
Conclusion:

East Tennessee’s policy council is not composed according to statute. See Finding ET3.

11. Audit Objective: Did policy council members consistently attend meetings?
Conclusion:

Policy council members did not consistently attend meetings. See Finding ET2.

12. Audit Objective: Did the policy council meet and achieve the quorum standards established in the bylaws and
state statute?
Conclusion:

The policy council did not always achieve quorum standards established in bylaws. See
Finding ET2.
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13. Audit Objective:

Did the policy council have policies and procedures in place to disclose council members’
conflicts of interest?

Conclusion:

Although East Tennessee has policies and procedures requiring policy council members to
annually disclose conflicts of interest, agency management lacks the authority to compel
council members to complete their disclosures, and the policy council’s bylaws do not
include procedures to replace members who do not comply with membership requirements.
See Observation ET2.

14. Audit Objective: Did policy council members annually complete and sign conflict-of-interest forms?
Conclusion:

East Tennessee policy council members did not always complete and sign conflict-of-interest
forms. Furthermore, some members attended meetings prior to or without completing their
annual disclosure. See Observation ET2.

15. Audit Objective: Did council policy allow for public comment at meetings?
Conclusion:

The council did not have a policy that allowed for public comment at meetings. See
Observation ET3.

16. Audit Objective: Did the policy council give public notice before all meetings?
Conclusion:

The policy council did not provide adequate public notice before all meetings.
Observation ET4.

See

Finding ET1 – East Tennessee’s governing board did not fulfill its statutory requirement to
review and approve the policy council’s actions
Condition, Criteria, and Cause
East Tennessee’s governing board meets in March each year but does not review and
approve the policy council’s actions, as statute requires. Based on our review of the governing
board’s annual meeting minutes for 2018, 2019, and 2020, we found that the board conducted
business and approved


minutes from the prior year’s annual meeting,



preliminary budgets recommended by the policy council,



the agency’s work program1 recommended by the policy council,



the Executive Director’s annual report to the region, and



officer appointments recommended by the nominating committee and policy council.

Based on our review of the policy council’s meeting minutes for the same period, however,
we found that the policy council made decisions that the governing board did not review and
approve at their annual meetings. These included decisions to

1

According to East Tennessee’s bylaws, the work program specifies the programs and activities in which the agency
will participate during the coming fiscal year.
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adopt new and revised agency policies,



select a new audit firm, and



increase staff pay and issue bonuses.

While state statute compels the governing board to “appoint a policy council to act for it,”
the governing board retains the responsibility for reviewing and approving the council’s actions
and decisions. Specifically, Section 13-26-104, Tennessee Code Annotated, states the following:
The powers of every policy council include the power to adopt bylaws, to appoint persons
to senior staff positions, to determine major personnel, fiscal, and program policies, to
approve overall program plans and priorities, and to assure compliance with conditions of
and approve proposals for financial assistance under this chapter, subject to ratification by
the governing board [emphasis added].

Effect
Without the governing board’s active review and approval of the policy council’s activities,
the board and management increases the likelihood that management and staff may not prevent or
detect risks associated with operations, fiscal activity, noncompliance, error, fraud, waste, and
abuse during normal business operations.
Recommendation
The governing board should promptly engage in fulfilling its responsibility to review and
approve the policy council’s functions and activities as required by statute. Specifically, the
governing board should periodically review the policies, financial plans, and other strategic
decisions made by the policy council.
Board’s Comment
We concur.
ETHRA’s governing board will amend the by-laws at the annual meeting in March to form
an Executive Committee to ratify the actions of the policy council at the conclusion of each policy
council meeting. The governing board will ratify the actions approved by the Executive
Committee at the annual meeting.
Management’s Comment
We concur. All governing board members do receive an electronic invitation to each policy
council meeting along with a copy of the agenda, the minutes from the previous meeting, financial
reports, and any documents related to the agenda.
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Finding ET2 – East Tennessee’s governing board and policy council had low meeting
attendance and did not achieve quorum at meetings
Condition
Governing Board Attendance and Quorum
Based on our review of East Tennessee governing board member attendance, 78% to 81%
of the governing board members did not attend the board’s annual meetings in fiscal years 2018
and 2019 (see Table 1). Most of the members who did not attend meetings were city mayors.
Table 1
East Tennessee Governing Board Annual Meeting Attendance, Fiscal Years 2018–2019
Total Members2

FY 2018
91

FY 2019
89

74

69

81%

78%

Number of Members Absent
Percent Absent

Source: East Tennessee governing board meeting minutes provided by management.

We also determined that the governing board conducted business without achieving a
quorum and voted to take action on items, including


approving minutes of prior meetings,



ratifying the agency’s preliminary budget and work program as approved by the policy
council, and



accepting governing board officer nominations.

Policy Council Attendance and Quorum
Based on our testwork, 16 of 33 policy council members (48%) attended less than 50% of
the 10 meetings in fiscal year 2018. In fiscal year 2019, 13 of 41 policy council members (32%)
attended less than 50% of the policy council’s 10 meetings (see Table 2).
Table 2
East Tennessee Policy Council Meetings, Fiscal Years 2018–2019
Fiscal Year
FY 2018
FY 2019

Total Members
33
41

Total Number of Meetings
10
10

We also determined that the policy council conducted business without achieving a quorum
and voted to take action on items, including
2

Total members is the number of members in office during the fiscal year, not including vacancies.
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approving agency proposals to apply for grant funding,



appointing new members to the policy council, and



approving agency bond renewals.

Criteria
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) provides a comprehensive framework for internal control
practices in federal agencies and serves as a best practice for other governmental entities. Green
Book Principles 1.03 and 1.04 state,
1.03 The oversight body and management lead by an example that demonstrates the
organization’s values, philosophy, and operating style. The oversight body and
management set the tone at the top and throughout the organization by their example, which
is fundamental to an effective internal control system.
1.04 The oversight body’s and management’s directives, attitudes, and behaviors reflect
the integrity and ethical values expected throughout the entity. The oversight body and
management reinforce the commitment to doing what is right, not just maintaining a
minimum level of performance necessary to comply with applicable laws and regulations,
so that these priorities are understood by all stakeholders, such as regulators, employees,
and the general public.

Cause
The Executive Director explained that governing board and policy council members have
other responsibilities and often full-time jobs in addition to their elected or appointed positions.
The Executive Director added that another reason attendance is low is that East Tennessee’s
service area covers 16 counties, and some members do not want to make a several hour trip when
the agenda only contains a few items.
Effect
When the governing board and the policy council do not have active participation from all
members due to low attendance, there may be interests that are not represented in decision making.
When the governing board and policy council conduct business, including voting to take action on
items, without a quorum, the legitimacy of those decisions may be challenged.
Recommendation
The governing board chair and policy council chair should work with the Executive Director
to develop policies and procedures to ensure sufficient attendance to conduct business. The policies
and procedures should include when and how the board will inform the appointing authorities that
members do not regularly attend the meetings. The policy should also address maintaining
documentation for initial and follow-up notifications to the appointing authorities and to members
regarding their attendance.
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Board’s Comment
We concur.
Management’s Comment
We concur.
For the last two years attendance at policy council meetings has increased. All governing
board members receive a notice of each policy council meeting. An initial notice with an RSVP
request is sent to all policy council members prior to each policy council meeting. A follow-up
email is sent to those who have not responded. At least 10 days prior to the meeting the agenda,
previous minutes, financials, and any related documents are emailed to the governing board and
the policy council. In addition a hard copy is mailed to each policy council member. A call or
text is then made to each policy council member who has not acknowledged attendance. A final
reminder email is then sent to each policy council and governing board member on the Thursday
prior to the Tuesday meeting.
On the governing board, the agency has limited options for enforcing attendance
requirements, as the elected official members cannot be removed, even if attendance rate is low.
Plan: ETHRA will continue to give timely notice of all policy council and governing board
meetings utilizing the notifications outlined in management’s comments. We will emphasize the
need for their presence and request RSVPs to try and ensure a quorum is present at both the annual
governing board meeting and the policy council meetings.
ETHRA will recommend to the policy council that they establish a policy where those non-elected
individuals who have not attended at least fifty percent of the prior year’s meetings will not be
eligible for a new appointment.
Finding ET3 – East Tennessee’s policy council composition did not meet statutory
requirements and had long-term vacancies
Criteria
Section 13-26-103(d), Tennessee Code Annotated, requires that the East Tennessee policy
council membership “be broadly based and equitably distributed between providers and consumers
of human resource services.” Tennessee Code Annotated does not explicitly define human
resources services, providers, or consumers.
Condition
The agency’s bylaws require the policy council to be composed of 36 members—1
consumer representative and 1 provider representative from each of the 16 counties in the East
Tennessee region, 2 members of the Tennessee General Assembly, and 2 members-at-large. The

58

bylaws state that the provider representative from each county “may be the County
Mayor/Executive or another public official” and the consumer representative “may be a recipient
of services provide by the Agency, or another person who is active in advocating or representing
the interests of those who receive services of the agency.” However, county officials generally do
not provide human resource services as part of their duties and based on the documentation
provided, we could not determine that consumer members met statutory requirements.3 We also
found vacant consumer representative positions.
Cause
The Executive Director said the agency interpreted “provider” and “consumer” in statute
to include people who represent those groups. The agency has included that definition in its bylaws
since they began operations. The Executive Director went on to explain that if they were to follow
the strict statutory definition, mayors would have to remove themselves from membership on the
council, and the agency would have to go into the community to find qualified individuals who
truly are providers or consumers. The Executive Director stated that as they struggle to meet a
quorum with the current members of the policy council, it would be much more difficult if
members of the policy council were true providers and consumers of human resource services, as
they would not have the same opportunity and ability to attend the annual meeting, and the council
would “never achieve a quorum.” The Executive Director also stated that there are members of
the policy council who would be upset if they had to be removed from that position. In the last
couple years, the Executive Director stated that participation on the council has improved as they
have worked with the members.
Effect
By not appointing a sufficient number of providers and consumers of the agency’s services,
the policy council increases the risk of not having the perspectives and viewpoints called for in
Tennessee Code Annotated.
Recommendation
The governing board chair should work with the agency’s Executive Director to develop
procedures to ensure that vacant positions are filled timely by individuals who meet statutory
qualifications. The governing board should also amend the agency’s bylaws to reflect that it should
select policy council members in accordance with statute.
Board’s Comment
We concur based upon your comments.

3

Based on our office’s legal research, county mayors, city mayors, and city commissioners do not meet the requirement
in statute as a provider of human resource services because their duties as described in the state Constitution, statute,
private acts, and charters do not encompass providing human resource services. Our research also found the consumer
member should be “consuming” the human resource services to meet the statutory requirements.
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We believe the interest of the citizens are best being served by the current method of city
and county mayors/executives and their appointees serving on the policy council. The city and
county mayors/executives have been elected by the citizens and they represent the best interest of
all.
Management’s Comment
We concur.
ETHRA [East Tennessee] has always considered the policy council to be “representatives”
of the providers and consumers. We believe county and city mayors are responsible for providing
and ensuring that the human resource needs of their citizens are met. If actual providers replace
the mayors, there will be less county involvement. Currently, the county mayors/executives
(providers) are actively involved and have a vested interest in the programs ETHRA provides.
The majority of ETHRA’s consumers are either elderly, handicapped, low-income, or
involved in the judicial system. Traveling into Knoxville from within our 16 counties would
impose a hardship for most of our consumers and would also contribute to the lack of a quorum at
the meetings.
ETHRA will make continuous requests of the local governments where vacancies exist.
Plan: To have legislation proposed to amend the statute to allow for the “representatives”
of providers and consumers of human services.

Section 13-26-108, Tennessee Code
Annotated, states that the governing
board of each human resource
agency must
(1) Jointly adopt statewide uniform travel
regulations subject to the approval of the
commissioner of finance and administration
and reimburse its officers and employees
for official travel in conformance with such
regulations;
(2) Develop a system of competitive
bidding on purchases of supplies and
equipment and other contracts and submit
the written procedures governing such
system to the state procurement
commission for approval; and
(3) Develop written personnel procedures
to be filed with the commissioner of finance
and administration for the hiring, promotion,
demotion, and dismissal of all employees.

Observation ET1 – East Tennessee’s governing
board did not submit updates to the agency’s travel
policy and personnel procedures to the Department
of Finance and Administration and did not submit
updates to the procurement policy to the State
Procurement Commission
East Tennessee’s management could not
provide documentation that the governing board
submitted the agency’s current travel policy and
personnel procedures to the Department of Finance
and Administration (F&A) and the agency’s
procurement policy to the State Procurement
Commission for approvals, as required by statute.
Without oversight by the state’s regulatory bodies to
ensure travel and personnel policies and
procurement policies are in line with the state’s
policies and procedures, the board increases the risk
that the agency is not complying with the intent of
the state statute and related policies and procedures.
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The governing board chair should work with the Executive Director to develop and implement
internal control processes to ensure that the governing board complies with statutory requirements
for filing and receiving approval of its policies and procedures.
These requirements are also addressed in the Matter for Legislative Consideration on page
14.
Observation ET2 – Governing board and policy council members did not always complete a
conflict-of-interest disclosure, and some members attended meetings prior to or without ever
completing the disclosure for the fiscal year
Governing Board
East Tennessee management could not provide us with a Conflict of Interest (COI)
disclosure for


6 of 90 Fiscal Year (FY) 2018 governing board members tested (7%);



11 of 1144 FY 2019 governing board members tested (10%); and



4 of 91 FY 2020 governing board members tested (4%).

These members had not attended the annual meetings and thus had not conducted business
without a current COI disclosure on file.
In addition to the errors noted above, we also found that East Tennessee staff did not obtain
an updated conflict of interest for 2 of 114 FY19 members and 1 of 91 FY20 members until after
members attended annual meetings. Although those members ultimately submitted a conflict of
interest form, the meeting preceded their conflict of interest form by an average 85 days after the
member attended the annual meeting and conducted business.
Policy Council
East Tennessee staff could not provide us with a COI disclosure for


3 of 432 FY 2019 policy council members tested (7%); and



1 of 34 FY 2020 policy council members tested (3%).

None of these members attended meetings in FY 2019. However, one member who
attended meetings in FY 2020 did not complete the COI disclosure for the respective fiscal year.
The policy council bylaws do not include procedures for removing members who do not comply
with membership requirements such as annually completing a COI disclosure.

4

Calendar year 2018 was an election year, causing some mayoral positions to have two members for FY 2019 if the
original member was not re-elected. The members served consecutively, not concurrently.

61

In addition to the errors noted above, the policy council members attended meetings prior
to completing their conflict of interest forms, including one member who did not submit a form
for the fiscal year. East Tennessee staff did not obtain an updated conflict of interest form until
after members had been attending monthly meetings for


1 of 33 FY 2018 policy council members tested (3%);



3 of 43 FY 2019 policy council members tested (7%); and



6 of 34 FY 2020 policy council members tested (18%).

The Programs Executive Assistant stated that they request disclosures and send selfaddressed stamped envelopes for the members to return them. She further explained that despite
taking these steps to facilitate the members’ return of the disclosures, some members do not
acknowledge their statutory requirement to sit on the board and complete membership tasks like
completing the COI disclosure. She added that they send the statute out to the members to reiterate
and ensure they are aware of the requirement, but some members do not agree the statute applies
to them and refuse to submit a form.
The Executive Director stated that he does not agree it is a problem if the agency does not
have a current conflict of interest form for each board member. He clarified that as long as they
have one on file for the board or council member, it should be sufficient because the members
rarely have changes to their conflicts of interest year over year. The Executive Director added that
it is very difficult for the agency to obtain the disclosures at all, without having to ensure they
receive the new one before the member attends a meeting, thus highlighting East Tennessee’s need
to refine and consistently apply the agency’s COI policy to governing board and policy council
members.
Section 12-4-101, Tennessee Code Annotated, states that it is unlawful for any officer,
committee member, director or other person whose duty it is to vote for, let out, overlook, or in
any manner to superintend any work or any contract in which a human resource agency shall or
may be interested, to be directly interested in any such contract. Additionally, such persons may
not have an undisclosed indirect interest.
To ensure that all persons associated with the agency do not have any real, potential, or
perceived conflicts of interest, East Tennessee’s Conflict of Interest policy, adopted by the board
on April 12, 2016, states that all board members, managers, and employees shall annually complete
a statement disclosing all known conflicts of interest.
If agency management does not ensure they get a COI disclosure from each governing
board and policy council member, they increase the risk that the members have undisclosed direct
or indirect interests which may sway their votes. This could result in decisions that are best for
the board or council member but not best for the agency, such as a higher priced contract given a
business owned by the member.
Management should reiterate to the governing board and council members their
responsibility to complete a COI disclosure each fiscal year, set a deadline for them to do so, and
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document its efforts to obtain COI disclosures noncompliant members. Board and council
members should complete and return their COI disclosures by the agency’s deadline each year.
Management should also update the governing board and policy council chairs before each
meeting with a list of noncompliant members, so that they may address the noncompliance at the
meetings. Finally, the policy council should remove members that do not comply with
membership requirements and replace them with another board member, provider, or consumer,
as appropriate, to address membership composition requirements.
Observation ET3 – East Tennessee’s bylaws for the governing board and policy council do not
address public comment at meetings
East Tennessee’s bylaws do not specifically allow public comment at scheduled meetings.
The Executive Director stated that no members of the public have expressed interest in
commenting at the meetings during his tenure; however, he agreed that the board and council could
change policy to specifically provide the public an opportunity to comment.
According to Green Book Principle 15.02,
Management communicates with and obtains quality information from external parties
using established reporting lines. Open two-way external reporting lines allow for this
communication. External parties include suppliers, contractors, service organizations,
regulators, external auditors, government entities, and the general public.

Without formal processes for members of the public to comment at meetings, the risk
increases that the public will not be afforded the opportunity to ask questions, offer comments, or
express opinions that might offer new perspective that could contribute to improving the agency’s
programs and services. The oversight bodies should develop a policy or amend bylaws to include
procedures to ensure the public has the opportunity to make comments at meetings. The chairs
should ensure that meeting agendas include a time for public comment.
Observation ET4 – East Tennessee’s governing board and policy council did not provide
adequate public notice for meetings
Governing Board
East Tennessee’s governing board did not give adequate public notice for 1 of 3 annual
meetings (33%) held during our audit period. For the March 6, 2018 meeting, the board published
public notice in the Knoxville News-Sentinel two days prior to the meeting.
Policy Council
East Tennessee’s policy council did not give adequate public notice for 10 of 24 meetings
(42%) held during our audit period. We found East Tennessee’s policy council


did not publish public notice for five meetings held during fiscal year 2018, and
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did not publish public notice for five meetings at least seven days in advance of the
meeting. For these meetings, the policy council issued public notice only two to six
days prior to the meeting.

The Tennessee Open Meetings Act requires governing bodies to give adequate public
notice of meetings. Section 8-44-103(a), Tennessee Code Annotated, states,
Any such governmental body which holds a meeting previously scheduled by statute,
ordinance, or resolution shall give adequate public notice of such meeting.

Additionally, the East Tennessee By-Laws, Article 3, Section 3.6 state, “Written notice
stating the place, date, time, and agenda of each policy council meeting will be mailed to each
member . . . at least seven (7) days before the date of the meeting.” Since bylaws require East
Tennessee to provide council members at least a 7-day meeting notice, the council should also
provide the public with at least a 7-day notice.
East Tennessee management explained that during our audit period, a now-retired
employee was responsible for arranging public notice. Management was not aware at the time that
the employee did not always fulfill this duty. Furthermore, East Tennessee’s bylaws do not
specifically address public notice for oversight body meetings. The Executive Director agreed that
the bylaws should state a specified period of time for the agency to provide public notice.
Without adequate public notice, members of the public may not be aware of meetings that
are of interest to them. The chairs of the oversight bodies should work with the Executive Director
to develop and implement internal control processes to ensure that the oversight bodies provide
adequate public notice of all meetings.

AGENCY OPERATIONS
17. Audit Objective: Did agency management conduct an annual risk assessment to identify and document the
agency’s risks and controls so that management can effectively mitigate the risks of error,
noncompliance, fraud, waste, and abuse?
Conclusion:

East Tennessee Human Resource Agency management did not conduct annual risk
assessments to identify operational and fiscal risks, including those related to fraud, waste,
abuse, errors, and noncompliance. See Observation ET5.

18. Audit Objective: Is the agency in compliance with bond requirements as outlined in statute?
Conclusion:

East Tennessee’s bonds were not in compliance with statute. See Finding ET4.

19. Audit Objective: Did employee turnover create problems with the agency’s operations or the board and
management’s ability to meet its mission?
Conclusion

East Tennessee management did not routinely calculate and review employee turnover rates
to determine how turnover impacts the agency’s ability to meet its mission. Additionally, the
agency has experienced high turnover within its transportation department. See Observation
ET6.
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20. Audit Objective: Did management have a formal, agency-wide monitoring process to ensure program areas
track, investigate, and resolve client complaints timely?
Conclusion:

Management had a formal, agency-wide monitoring process to ensure program areas track,
investigate, and resolve client complaints timely.

21. Audit Objective: In response to the prior audit finding, did management implement processes to ensure timely
background checks and registry reviews for the Nutrition and In-Home Services staff and
volunteers?
Conclusion:

Management implemented processes to ensure timely background checks and registry
reviews for the Nutrition and In-Home Services staff and volunteers.

22. Audit Objective: In response to the prior audit finding, did management implement segregation of duties or
alternate procedures to improve internal controls over receiving, receipting, and depositing
offender payments for the Community Corrections program?
Conclusion

We found that management implemented alternative procedures to improve internal controls
over receiving, receipting, and depositing offender payments for the Community Corrections
program.

23. Audit Objective: In response to the prior audit finding, did management implement policies and procedures to
ensure the timely deposit of collections from offender payments for the Community
Corrections program?
Conclusion

We found that management implemented policies and procedures and based on our testwork,
staff deposited offender payments timely, with minor deficiencies.

24. Audit Objective: In response to the prior audit finding, did management implement a policy to ensure probation
officers did not accept cash from offenders for probation fees?
Conclusion:

Management implemented a policy that probation officers could not accept cash payments
from offenders. However, management did not have controls sufficient to ensure staff was
following policy, so probation officers continued to accept cash from offenders. We also
found that management did not ensure that the agency’s bank statement reconciliation
process identified and corrected deficiencies between the agency’s accounting records and
the Misdemeanor Probation bank balance. See Finding ET5.

25. Audit Objective: In response to the prior audit finding, did management implement policies and procedures to
ensure staff entered accurate and complete applicant data for the Low Income Home Energy
Assistance Program to determine benefits and apply eligibility standards consistently?
Conclusion:

We determined that East Tennessee management implemented policies and procedures to
ensure staff entered accurate and complete applicant data for the Low Income Home Energy
Assistance Program to determine benefits and apply eligibility standards consistently.

26. Audit Objective: In response to the prior audit finding, did management establish additional crosschecks and
internal controls in the Summer Food Service Program to ensure accurate data for
reimbursement requests?
Conclusion:

East Tennessee management investigated using an online reporting system for the food
vendors to enter pertinent meal count information for the Summer Food Service Program.
Management found that the feeding site sponsors did not have electronic means (computers
and internet access at feeding sites) to transition to an on-line process. Therefore, East
Tennessee management uses paper meal counts forms and delivery slips for the feeding sites
to support billing to the state.
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27. Audit Objective: Did management make purchases in compliance with the agency’s procurement policy?
Conclusion:

East Tennessee management did not consistently make purchases in compliance with the
procurement policy. See Finding ET6.

28. Audit Objective: Did the agency have a formal records management policy governing public records?
Conclusion:

East Tennessee does have a formal records management policy.

29. Audit Objective: Is East Tennessee’s governing board and management operating and conducting activities to
meet the statutory mission, as prescribed in Tennessee Code Annotated?
Conclusion:

East Tennessee’s board and management operated and conducted activities to meet the
statutory mission to serve as the delivery system for human resources. We also found that
the agency is meeting its mission to provide service to help families and individuals remain
independent and provide them with opportunities to succeed.

Finding ET4 – East Tennessee did not bond agency employees in accordance with statute
Criteria, Condition, and Cause
State statute requires human resource agencies to bond
Bonds protect the human
employees, board members, and others with access to or
resource agency from
authority to expend public funds. According to Section 13financial loss due to employee
26-110, Tennessee Code Annotated, the minimum amount of
dishonesty or negligence.
the bond is calculated using the agency’s last audited financial
statements. Based on our review and discussions with
management, we identified internal control deficiencies and noncompliance in East Tennessee’s
bond processes.
We determined that the agency had no written procedures documenting the processes for
obtaining bonds and calculating bonds to meet requirements in statute. According to the Executive
Director, East Tennessee does not periodically evaluate which personnel and board members should
receive a bond based on access to or authority to expend public funds; therefore, East Tennessee
management only renews the Executive Director and Finance Director bonds every year.
Although management bonds these two positions, management lacks a process to ensure
the amount calculated by the insurance company meets the minimum amount required by Section
13-26-110, Tennessee Code Annotated. Based on our testwork, we determined 6 of 7 bonds (86%)
East Tennessee management purchased during our audit period did not meet statutory minimums
(see Table 3). Management relied on the agency’s insurance company to calculate bond amounts
and did not check the insurance company’s calculations for accuracy or compliance with statutory
minimums before purchasing the bonds.
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Table 3
East Tennessee Bonds Below Statutory Minimums
Fiscal Year

Title of Bonded Employee or Officer

20175
2018
2019
2020

Executive Director
Executive Director
Finance Director
Executive Director
Finance Director
Finance Director

Amount Below the Statutory
Minimum (per Bond)
$221
$88,642
$110,729
$162,069
$175,585

Source: Auditor comparison of East Tennessee’s bond amounts to statutory minimums calculated from East
Tennessee’s audited financial statements.

The Executive Director stated that going forward, the agency would periodically evaluate
which employees and board members should receive a bond, and management would perform their
own calculation to ensure the bond amounts meet statutory minimums.
Effect
When the agency lacks processes to ensure it has enough bond coverage, it increases the
risk that it suffers significant losses due to acts of employee dishonesty or carelessness.
Management should develop procedures to periodically assess which staff need a bond.
Recommendation
Management should develop procedures to periodically assess which staff need a bond
and establish adequate controls to ensure the agency’s bond amounts meet statutory minimums.
Board’s Comment
We concur.
Procedures have been put into place to ensure the correct calculation of bonding is met.
Management’s Comment
We concur.
Procedures have been written and put into place to ensure that the accurate and documented
calculation of required bonding is met.
ETHRA does have an additional insurance that does cover dishonesty as well as errors and
omissions of employees and board members.
5

Although our audit period began on July 1, 2017 (the start of fiscal year 2018), we included the bond purchased in
fiscal year 2017 in our results because it expired in the second quarter of fiscal year 2018.
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Legislation was pending prior to the state legislature having to recess due to Covid-19
which would eliminate this bonding requirement and replace it with adequate insurance such as
ETHRA already has.
Finding ET5 – As noted in the prior audit, East Tennessee’s Misdemeanor Probation
program’s internal controls were inadequate to prevent case officers from accepting cash
from offenders for their probation fees; we also found that management did not oversee bank
statement reconciliations to ensure finance staff detected and corrected deficiencies
Results of the Prior Audit
In the prior audit, we reported that East Tennessee’s Misdemeanor Probation program’s
case officers accepted cash from offenders for their supervision fees. Without strong internal
controls and segregation of duties, fraud could occur. In response to the finding, management
stated that they had implemented a policy prohibiting agency personnel from accepting cash
payments for probation fees.
Current Audit
Although management had implemented a new policy that prohibited staff from accepting
cash from offenders as payment for fees, our testwork found that one case officer continued to
accept cash payments. We also found that management did not properly reconcile bank statements
to resolve deficiencies in offender fee collections.
Condition and Cause
Cash Payments Accepted
Based on our testwork, we found that for 2 of 60 supervision fee receipts tested (3%), a
probation officer collected cash from offenders as payment for supervision fees. The probation
officer recorded the payment type as money orders in the agency’s case management system and
deposited the cash in the agency’s Misdemeanor Probation bank account. Based on our review and
discussions with the Misdemeanor Probation Director, we found that she had not required the case
officers to submit copies of money orders collected from the offenders and did not reconcile actual
deposit records to the payment types to ensure officers were collecting fees through money orders
only. The Misdemeanor Probation Director said that management would take disciplinary action
because the case officer who collected cash payments was a long-term employee of the agency who
knew not to collect cash but violated the policy anyway.
Bank Statement Reconciliation
Based on our review, we also found that management did not oversee the quarterly bank
statement reconciliation process to ensure that agency staff detected and corrected discrepancies
between East Tennessee’s Misdemeanor Probation accounting records and program bank
statements. Our testwork identified a money order that a case officer collected from an offender
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and deposited in East Tennessee’s Misdemeanor Probation bank account. The bank charged back
the money order five days after deposit, citing “NSF [Non-sufficient Funds]-Unreadable”6.
According to the Executive Director, a former Accounting Clerk was responsible for notifying the
Misdemeanor Probation Director about the chargeback, but she failed to do so. Furthermore,
Finance department management did not provide sufficient oversight to ensure the former
Accounting Clerk completed this duty. As a result, the Misdemeanor Probation Director was
unaware of the rejected payment and thus did not investigate the cause and take corrective action.
Criteria
East Tennessee’s Misdemeanor Program Policies and Procedures states that, “Supervision
fees are to be collected as set forth on the probation orders. The supervision fee can be received
only as money orders.” Additionally, Green Book Principle 16.05 states,
Management performs ongoing monitoring of the design and operating effectiveness of the
internal control system as part of the normal course of operations. Ongoing monitoring
includes regular management and supervisory activities, comparisons, reconciliations, and
other routine actions.

Effect
Because cash is inherently risky and susceptible to theft, management must have strong
policies and controls designed and implemented to prevent and detect losses and mitigate the risks.
Without an adequate process to reconcile the program’s bank statements and follow up on
deficiencies, management cannot ensure they have collected and deposited all fees owed to the
agency.
Recommendation
The Misdemeanor Probation Director should design and implement internal controls, such
as reviewing offenders’ payments, to ensure that case officers adhere to program policies regarding
cash collections. The Finance Director should design and implement a bank statement reconciliation
process to periodically compare East Tennessee’s accounting records to the agency’s Misdemeanor
Probation bank balance and identify, investigate, and resolve discrepancies.
Board’s Comment
We concur.
New policies and procedures will be implemented upon training on November 18, 2020 to
ensure adequate internal controls are in place.

6

Based on our research, “NSF-Unreadable” indicates that the bank’s scanner could not read the routing number and/or
account number on the offender’s money order. Because East Tennessee personnel did not follow up on the rejected
money order, however, we do not know whether the money order was unreadable because the bank scanned it
improperly or because it was forged.
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Management’s Comment
We concur.
New policies and procedures have been written and will be implemented upon the
mandatory staff training on November 18, 2020. The officers will now be required to copy each
money order, which shall ensure no cash is collected. An additional field is being added to the
database to enter the identifying money order number for each corresponding receipt.
The officer who took the cash has been disciplined verbally and with a written counseling
statement.
A new procedure manual has been written for accounting staff to ensure bank
reconciliations are accurate and discrepancies are immediately reported and reconciled.
Finding ET6 – East Tennessee management overrode established procurement controls
Background and Criteria
East Tennessee periodically purchases items for the agency’s operations. When procurement
is required for agency operations,
Purchase
Dollar
Bid
management should follow their
Type
Threshold
Requirements
internal policy and procedures
Micro
Less than $10,000 No bids required
guidance, Purchasing Policy and
Minimum of three
Procedures, which outline three
Small
$10,000 to 50,000
vendor bids
standard procurement procedures: (1)
Sealed bidding/
micro purchases, (2) small purchases,
Greater than
Large
competitive
and (3) large purchases.
$50,000
negotiation
The policy allows for exceptions to these three procedures; however, the agency’s
Purchasing Oversight Committee7 must review and determine whether the exception is applicable.
Exceptions include purchases from government-qualified sources, sole-source purchases,
emergency orders, blanket purchase orders, and products produced by state agencies.
Additionally, the Purchasing Oversight Committee must review all purchases of $25,000 or more,
as well as high-dollar purchases, new technology, purchases considered sensitive, consultant
contracts, and vehicle purchases.
The policy states that, “Any of the reviews to be completed by the Purchasing Oversight
Committee must be reduced to writing, dated, and signed, and then preserved in the transaction
file.” Furthermore, the policy states that, “If the purchase total triggers a review by the Purchasing
[Oversight] Committee, it must be approved by two members of that committee before being
presented to the Executive Director.”

7

According to East Tennessee’s Purchasing Policy and Procedures, the Purchasing Oversight Committee is
composed of the Financial Director, the Legal Advisor/Compliance Officer, and the Purchasing Agent.
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The policy also has specific requirements for vehicle purchases and refers to the Vehicle
Management Policy and Procedure, which states that, “A Vehicle Purchase Request form must be
completed prior to the purchase or lease of any vehicle.” The Vehicle Purchase Request form
includes information about the proposed vehicle, including if the vehicle is new or used, the type
of vehicle, and the purpose of the vehicle. The form also includes an area for authorizations from
the Program Manager and the Purchasing Oversight Committee.
The Purchasing Policy and Procedures states that employees “may not divide or reduce
the size of its procurement merely to come within the micro-purchase limit” and that “it is the
responsibility of the Purchasing Agent to ensure every procurement transaction has secured all
necessary approvals.”
The Comptroller General of the United States’ Government Accountability Office
produces the Standards for Internal Control in the Federal Government (Green Book). The Green
Book provides general guidance and standards regarding the concepts of internal controls that may
be applied to specific areas. These standards can be used as best practices when assessing and
designing internal controls. According to Green Book Principle 3.08,
As part of delegating authority, management evaluates the delegation for proper
segregation of duties within the unit and in the organizational structure.

Principle 5.03 states,
Management holds entity personnel accountable for performing their assigned internal
control responsibilities.

Finally, Principle 12.05 states,
Management periodically reviews policies, procedures, and related control activities for
continued relevance and effectiveness in achieving the entity’s objectives or addressing
related risks.

Condition and Cause
Based on our testwork, we found that for 6 of 23 procurement transactions we tested (26%),
management and staff did not adhere to the procurement policy. Specifically, we found that the
agency


signed a contract before obtaining a minimum of three bids;



lacked documented approval from the Purchasing Oversight Committee for two sole
source purchases;



did not have proper manager authorization to support operational needs for a vehicle
purchase;



did not obtain vendor bids or quotes to host the Smoky Mountain Criminal Justice
Conference; and
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allowed the Purchasing Agent, who is the IT Director and a member of the Purchasing
Oversight Committee, to sign off as the second signature of approval for an information
technology purchase that he requested, rather than requiring an independent member
Purchasing Oversight Committee member approve.

Based on discussion with the Purchasing Agent, we determined that the Purchasing
Oversight Committee did not consistently apply the procurement policy. Although the Purchasing
Agent provided explanations for deviations from policy, his explanations were not allowed by
policy or consistent with the agency’s treatment of similar prior purchases.
Effect
Internal controls serve as a defense for safeguarding assets. By not consistently following the
procurement policy, the agency subjects itself to avoidable risks. Well-designed Purchasing Policy
and Procedures serve as management’s control system to assist staff with routine operations and to
provide for accountability and transparency in conducting those day to day operations. Without
management and staff compliance with the Purchasing Policy and Procedures, management
increases the risk of noncompliance, error, fraud, waste, and abuse through the purchasing function.
Recommendation
The Executive Director should ensure that management and staff follow established policies
and procedures for procurement. The Executive Director should also review and revise the
procurement policy as necessary to require independent approval when a member of the Purchasing
Oversight Committee makes a purchase requisition. Additionally, the Executive Director should
ensure the Purchasing Agent understands and adheres to the procurement policy, including obtaining
the necessary minimum bids or quotes from different vendors, as well as the procurement exceptions.
The Purchasing Oversight Committee should ensure their review is documented in writing
as stated in the Purchasing Policy and Procedures. Additionally, the Purchasing Oversight
Committee should also review and approve the procurement transactions as noted in the Purchasing
Policy and Procedures, including those totaling $25,000 or more, consulting contracts, and vehicles.
Board’s Comment
We concur.
ETHRA will adopt all the recommendations specified in the report.
Management’s Comment
We concur.
ETHRA will adopt all the recommendations specified in the report, including amendments
to the purchasing policy that: (1) require independent approval when a member of the purchasing
committee is making a purchase subject to review and (2) require all purchasing committee reviews
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to be documented in writing, dated and signed, and then preserved in the transaction file. We
expect such amendments to go into effect after the December 2020 Policy Council meeting.
Observation ET5 – East Tennessee’s management should improve the agency’s internal controls
by conducting an annual risk assessment to identify operational and fiscal risks, including those
related to fraud, waste, abuse, errors, and noncompliance
An ongoing and documented risk assessment process is a basic component of internal
control which allows management to eliminate or mitigate the risks that could affect an agency’s
overall mission, financial resources, or compliance with state law or other regulatory requirements.
An effective risk assessment identifies risks to operational objectives and describes the controls
used by management to mitigate the risks of errors, noncompliance, fraud, waste, and abuse within
the agency. Currently, agency management conducts activities that assist them with evaluating
how well management and program staff meet program requirements and operational benchmarks
and goals. Although these activities help management identify areas of concern, these activities
do not fulfill the same purpose as an annual risk assessment and do not identify risks, the likelihood
or potential impacts of those risks, and the agency’s mitigating controls.
Management should conduct and document an annual risk assessment to identify risks that
could prevent the agency from meeting the agency’s operational and fiscal goals and mission,
including those risks related to compliance with laws and financial matters such as errors, fraud,
waste, and abuse. For risks with either a high likelihood of occurring or a high impact if they do
occur, management should identify internal controls to prevent and detect them. As part of
management’s ongoing monitoring of their control processes, if deficiencies are identified,
management should evaluate their controls to determine if new controls need to be implemented
or if existing controls need to be reassessed and redesigned.
Observation ET6 – To assist the oversight bodies with their responsibility to achieve the agency’s
mission, East Tennessee management should review and communicate when employee turnover
rates may impact mission
Based on discussion with the Executive Director, management does not formally calculate
employee turnover and analyze the impact that turnover may have on the agency’s ability to meet
the mission.
According to Green Book Principle 4.01,
Management should demonstrate a commitment to recruit, develop, and retain competent
individuals.

Management’s commitment to provide the oversight bodies with relevant information
when needed, such as increases in employee turnover, will ensure that oversight bodies can fulfill
their responsibilities to remain viable in providing community services.
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COVID-19 IMPACT AND AGENCY RESPONSE
(Unaudited)

During our audit period, the COVID-19 virus impacted operations at East Tennessee. We
interviewed management to gather information about how the virus impacted agency operations.
The Programs Executive Assistant indicated that the virus impacted the agency in the following
ways:


East Tennessee remained open, and management modified employees’ schedules and
separated workstations to follow Centers for Disease Control and Prevention (CDC)
guidelines.



Management spent approximately $50,000 to purchase personal protective equipment
and cleaning supplies, and to install plexiglass barriers in client-facing areas. The
Transportation program used thermometers to monitor driver and rider temperatures.



East Tennessee continued to provide almost all services to clients but adopted CDC
guidelines. The agency limited the general public’s access to its building and required
visitors to answer questions on a screening checklist.



Where possible, agency staff used phone calls and teleconferencing in place of face-toface meetings.



In accordance with state grantor guidelines, East Tennessee suspended congregate
meals and senior center services on March 16, 2020. These services remained closed
as of June 25, 2020.



East Tennessee did not lay off or furlough any employees because of the pandemic.

The Programs Executive Assistant stated that despite these challenges, the agency was able to still
provide services to vulnerable citizens during this time. East Tennessee also estimated that they
will receive approximately $13,374,086 in CARES Act funding for the Transportation program.
East Tennessee also received $2,710,000 in funding for programs supporting senior citizens,
$534,591 for the Community Services Block Grant, and $78,884 for housing programs.
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APPENDICES

APPENDIX ET-A
Internal Control Significant to the Audit Objectives
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) sets internal control standards for federal entities and serves
as best practice for non-federal government entities, including state and local government
agencies. As stated in the Green Book overview,8
Internal control is a process used by management to help an entity achieve its objectives . . .
Internal control helps an entity run its operations effectively and efficiently; report reliable
information about its operations; and comply with applicable laws and regulations.

The Green Book’s standards are organized into five components of internal control: control
environment, risk assessment, control activities, information and communication, and monitoring.
In an effective system of internal control, these five components work together to help an entity
achieve its objectives. Each of the five components of internal control contains principles, which
are the requirements an entity should follow to establish an effective system of internal control.
We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Information and Communication

Risk Assessment
Principle 6
Principle 7
Principle 8
Principle 9

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Principle 13
Principle 14
Principle 15

Use Quality Information
Communicate Internally
Communicate Externally

Principle 16

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

Monitoring
Principle 17

In compliance with generally accepted government auditing standards, we must determine
whether internal control is significant to our audit objectives. We base our determination of
significance on whether an entity’s internal control impacts our audit conclusion. If some, but not
all, internal control components are significant to the audit objectives, we must identify those
internal control components and underlying principles that are significant to the audit objectives.
In the following matrix, we list our audit objectives where internal control was significant and
identify which internal control components and underlying principles were significant to those
objectives.
8

For further information on the Green Book, please refer to https://www.gao.gov/greenbook/overview.
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication

Control Environment
Audit Objectives

Policy Council

Governing Board

4 Did the governing board have a policy to address

1
Yes

2
Yes

3
No

4
No

5
No
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Yes
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attendance for all oversight bodies and did
governing board members consistently attend
meetings?

6 Did the governing board have policies and
procedures in place to disclose board members'
conflicts of interest?
8 Did governing board policy allow for public
comment at meetings?
9 Did the governing board give public notice before
all meetings?
13 Did the policy council have policies and
procedures in place to disclose council members’
conflicts of interest?

15 Did council policy allow for public comment at
meetings?
16 Did the policy council give public notice before all
meetings?
17 Did agency management conduct an annual risk
assessment to identify and document the agency’s
risks and controls so that management can
effectively mitigate the risks of error,
noncompliance, fraud, waste, and abuse?

18 Is the agency in compliance with bond
19
20
21

22
Agency Operations

Monitoring

Significance
Yes

23

24

25

26

27
28

requirements as outlined in statute?
Did employee turnover create problems with the
agency’s operations or the board and
management’s ability to meet its mission?
Did management have a formal, agency-wide
monitoring process to ensure program areas track,
investigate, and resolve client complaints timely?
In response to the prior audit finding, did
management implement processes to ensure timely
background checks and registry reviews for the
Nutrition and In-Home Services staff and
volunteers?
In response to the prior audit finding, did
management implement segregation of duties or
alternate procedures to improve internal controls
over receiving, receipting, and depositing offender
payments for the Community Corrections
program?
In response to the prior audit finding, did
management implement policies and procedures to
ensure the timely deposit of collections from
offender payments for the Community Corrections
program?
In response to the prior audit finding, did
management implement a policy to ensure
probation officers did not accept cash from
offenders for probation fees?
In response to the prior audit finding, did
management implement policies and procedures to
ensure staff entered accurate and complete
applicant data for the Low Income Home Energy
Assistance Program to determine benefits and
apply eligibility standards consistently?
In response to the prior audit finding, did
management establish additional crosschecks and
internal controls in the Summer Food Service
Program to ensure accurate data for reimbursement
requests?
Did management make purchases in compliance
with the agency’s procurement policy?
Did the agency have a formal records management
policy governing public records?
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APPENDIX ET-B
Methodologies to Achieve Objectives
Governing Board
To achieve our objective related to governing board attendance, including obtaining an understanding and
assessing management’s design of internal controls, we interviewed the agency’s Executive Director, Programs
Executive Assistant, and Administrative Support Specialist. We also read relevant statute and the agency’s bylaws.
We obtained meeting minutes and sign-in sheets for the annual governing board meetings held in fiscal years 2018
and 2019, and calculated attendance rates per member and per meeting.
To achieve our objectives related to the governing board’s policies and procedures for conflicts of interest,
including obtaining an understanding and assessing management’s design, implementation, and operating
effectiveness of internal controls, we interviewed the agency’s Executive Director, Programs Executive Assistant, and
Administrative Support Specialist. We obtained and reviewed East Tennessee’s conflict-of-interest policy and
conflict-of-interest forms for members who served on the board in fiscal years 2018, 2019, and 2020. We calculated
the percentage of members who completed a conflict-of-interest form in each fiscal year. We also compared the
completed forms to governing board meeting minutes to determine if members attended meetings prior to or without
completing their annual form.
To achieve our objective related to governing board public comment, including obtaining an understanding
and assessing management’s design of internal controls, we interviewed the agency’s Executive Director, Programs
Executive Assistant, and Administrative Support Specialist. We reviewed meeting minutes for the three annual
governing board meetings held between July 1, 2017, and March 31, 2020, to determine if the minutes documented
comments from members of the public.
To achieve our objective related to the governing board’s public notice for meetings, including obtaining an
understanding and assessing management’s design and implementation of internal controls, we interviewed the
agency’s Executive Director, Programs Executive Assistant, and Administrative Support Specialist. We also
interviewed the East Tennessee Development District’s Administrative Assistant. We obtained meeting minutes and
public notices for the three annual governing board meetings held between July 1, 2017, and March 31, 2020. We
compared the meeting minutes to the public notices to calculate the number of days in advance that the agency
provided public notice.
For the remaining objectives, we interviewed the agency’s Executive Director, Programs Executive
Assistant, and Administrative Support Specialist. We also reviewed state statute and East Tennessee’s bylaws. We
evaluated a list of the governing board members during the period of July 1, 2017, through December 31, 2019, to
determine whether the governing board was composed according to statute. We reviewed meeting minutes for the
three annual governing board meetings held between July 1, 2017, and March 31, 2020, to ascertain whether the
governing board retained and fulfilled its responsibility to ratify the actions and decisions of the governing board.
To determine whether the board met statutory requirements related to employee travel regulations, a competitive
bidding system, and personnel procedures, we reviewed the agency’s policies. To accomplish our objective related
to quorum standards, we reviewed meeting minutes and sign-in sheets for the governing board’s annual meetings in
fiscal years 2018, 2019, and 2020.

Policy Council
To achieve our objectives related to the policy council’s policies and procedures for conflicts of interest,
including obtaining an understanding and assessing management’s design, implementation, and operating
effectiveness of internal controls, we interviewed the agency’s Executive Director, Programs Executive Assistant, and
Administrative Support Specialist. We obtained and reviewed East Tennessee’s conflict-of-interest policy and
conflict-of-interest forms for members who served on the council in fiscal years 2018, 2019, and 2020. We calculated
the percentage of members who completed a conflict-of-interest form in each fiscal year. We also compared the
completed forms to policy council meeting minutes to determine if members attended meetings prior to or without
completing their annual form.
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To achieve our objective related to policy council public comment, including obtaining an understanding and
assessing management’s design of internal controls, we interviewed the agency’s Executive Director, Programs
Executive Assistant, and Administrative Support Specialist. We reviewed meeting minutes for the 24 policy council
meetings held between July 1, 2017, and December 31, 2019, to determine if the minutes documented comments from
members of the public.
To achieve our objective related to the policy council’s public notice for meetings, including obtaining an
understanding and assessing management’s design and implementation of internal controls, we interviewed the
agency’s Executive Director, Programs Executive Assistant, and Administrative Support Specialist. We also
interviewed the East Tennessee Development District’s Administrative Assistant. We obtained meeting minutes and
public notices for the 24 policy council meetings held between July 1, 2017, and December 31, 2020. We compared
the meeting minutes to the public notices to calculate the number of days in advance that the agency provided public
notice.
For the remaining objectives, we interviewed the agency’s Executive Director, Programs Executive
Assistant, and Administrative Support Specialist. We also reviewed state statute and East Tennessee’s bylaws. We
evaluated a list of the policy council members during the period of July 1, 2017, through December 31, 2019, to
determine whether the policy council was composed according to statute. To accomplish our objective related to
attendance and quorum standards, we reviewed meeting minutes and sign-in sheets for the 24 policy council meetings
held between July 1, 2017, and December 31, 2019. We calculated meeting attendance rates per policy council
member and per meeting.

Agency Operations
Risk Assessment
To achieve our objective related to risk assessment, including obtaining an understanding and assessing
management’s design of internal controls, we interviewed the Executive Director and the Deputy Director.
Additionally, we reviewed East Tennessee’s third-party risk assessments from the Tennessee Department of
Transportation and the Tennessee Department of Safety and Homeland Security.
Bonds
To achieve our objective related to bonds, including obtaining an understanding and assessing management’s
design of internal controls, we interviewed the Executive Director and reviewed relevant state statute. We obtained
copies of bonds the agency held between July 1, 2017, and December 31, 2019. We also obtained East Tennessee’s
independent financial audit reports for fiscal years 2016, 2017, and 2018, and used revenue information found therein
to reperform minimum bond amount calculations. We compared our calculations to the amounts shown on each bond.
Turnover
To achieve our objective related to turnover, including obtaining an understanding and assessing
management’s design of internal controls, we interviewed the Executive Director. We obtained active employee
counts as of July 1, 2017; December 31, 2017; and February 28, 2020. We also obtained a list of employees terminated
during the period July 1, 2017 through March 3, 2020. We used the employee separations and average employee
counts to calculate agency-wide and program-specific turnover for fiscal years 2017, 2018 and 2019.
Complaint Process
To achieve our objective related to East Tennessee’s complaint process, including obtaining an understanding
and assessing management’s design and implementation of internal controls, we interviewed the Executive Director.
We also obtained and reviewed East Tennessee’s grievance policies and procedures. We performed a risk analysis on
the agency’s high-risk programs, transportation, aging, and workforce development, considering program funding and
client impact. We reviewed independent audit reports for program findings, Comptroller of the Treasury’s hotline
calls received related to these programs, and the number of complaints the programs received.
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Nutrition and In-Home Services
To achieve our objective related to Nutrition and In-Home Services, including obtaining an understanding
and assessing management’s design and implementation of internal controls, we interviewed the Human Resources
Director, Human Resources Specialist, Human Resources Coordinator, and Nutrition Manager. We obtained all
relevant policies, procedures, manuals, guides, and contracts for the Nutrition and In-Home Services programs. We
obtained a list of 7 employees and 6 volunteers who started work the agency during the audit period, July 1, 2017 to
February 1, 2020. We performed testwork on the entire population of 7 employees and 6 volunteers by reviewing
personnel files to determine the agency’s compliance with background and registry check requirements.
Community Corrections
To achieve our objectives related to Community Corrections, including obtaining an understanding and
assessing management’s design and implementation of internal controls, we interviewed the Community Corrections
Director, Accounts Payable Specialist, Accountant, and Case Officer. We also reviewed the agency’s policies and
procedures related to Community Corrections. We obtained a listing of 2,391 bank deposits recorded by the agency
for the period July 1, 2017 through February 1, 2020, covering 8 different banks, and the corresponding bank
statements. To identify deposits that had a higher risk of being recorded incorrectly, we performed an analysis to
determine if the deposits recorded by the agency reconciled with the agency’s running account balance. We also
reconciled the agency’s recorded deposits with corresponding bank statements. We selected a sample of 70 deposits,
which included a nonstatistical random sample of 60 deposits and a judgmentally selected sample of 10 higher risk
deposits identified during our analysis. We performed testwork on our sample by reviewing receipts officers issued to
offenders, bank deposits receipts, money orders, and deposit slips.
Misdemeanor Probation
To achieve our objective related to Misdemeanor Probation, including obtaining an understanding and
assessing management’s design, implementation, and operating effectiveness of internal controls, we interviewed the
Misdemeanor Probation Program Director and reviewed the agency’s Misdemeanor Probation Policies and
Procedures. We also obtained and reviewed misdemeanor probation fee deposits for the period July 1, 2017, through
February 1, 2020, covering 15 counties from 10 different banks9 and reviewed bank statements for three of these
banks.10
From a population of 8,545 bank entries,11 we randomly selected 25 misdemeanor probation deposits to
determine if the probation officer adhered to the agency’s policy. Based on our initial testwork results, we decided to
expand our sample size to test a total of 60 misdemeanor probation deposits. For each misdemeanor probation deposit
in our sample, we reviewed the List Bank Deposit Detail and Officer’s Receipt Log from the Case Management
System, a copy of the client’s receipt, a copy of the money orders, and the bank deposit receipt. We verified the List
of Bank Deposit Detail matched the deposit information from the misdemeanor probation fee deposits. We reviewed
each payment receipt that made up the deposit and matched the receipt to the client on the Officer’s Receipt Log. We
ensured the client’s receipt matched the amount on the List of Bank Deposit Detail and Officer’s Receipt Log. We
ensured money orders were payable to East Tennessee and the total matched the deposit receipt.
Low Income Home Energy Assistance Program (LIHEAP)
To achieve our objective related to LIHEAP, including obtaining an understanding and assessing
management’s design, implementation, and operating effectiveness of internal controls, we interviewed the LIHEAP
Coordinator. We obtained and reviewed the agency’s policies and procedures to ensure that staff enter accurate and
complete data to determine applicant benefits, and that agency management implemented procedures to ensure that
staff applied eligibility standards consistently. We obtained the population of 16,281 regular and 1,871 crisis LIHEAP
applications submitted and approved during the period July 1, 2017 through March 10, 2020. We reviewed a random,
9

Probation Officers provide supervision for multiple counties, so some neighboring counties share the same bank.
We selected those bank statements for further inspection because our fee deposit review identified higher risk for
deposits made to those banks.
11
Bank entries included deposits, withdrawals, interest, and bank fees.
10
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nonstatistical sample of 25 regular LIHEAP and 25 crisis LIHEAP applicant files to determine if the information was
accurate, if the eligibility was properly determined, and if eligibility standards were applied accurately.
Summer Food Service Program (SFSP)
To achieve our objective related to SFSP, including obtaining an understanding and assessing management’s
design and implementation of internal controls, we interviewed the SFSP Director and Accounts Payable Specialist.
We obtained and reviewed the agency’s policies and procedures related to SFSP. We obtained a listing of 706
transactions for the SFSP program from July 1, 2017 to February 1, 2020 and selected a nonstatistical random sample
of 25 transactions and a judgmental sample of 16 transactions for testwork. We also analyzed the general ledger to
determine if any program funds were transferred out of the program to be used for other purposes.
Procurement
To achieve our objective related to procurement, including obtaining an understanding and assessing
management’s design, implementation, and operating effectiveness of internal controls, we interviewed the
Purchasing Agent and reviewed East Tennessee’s procurement policy, effective October 8, 2019. We obtained a
population of 29 procurement transactions over $5,000 from the period October 8, 2019 through February 1, 2020.
We analyzed the population and identified 23 unique12 procurement transactions. We obtained and reviewed
procurement documentation for the population of 23 unique transactions to evaluate if the purchases followed the
procurement policy.
Records Management
To achieve our objective related to records management, including obtaining an understanding and assessing
management’s design of internal controls, we interviewed the Executive Director and obtained and reviewed the
agency’s records management policy.
Mission
To achieve our objective related to mission, we interviewed East Tennessee’s Executive Director and
governing board Chair. We documented our understanding of the needs assessment and annual report processes. We
obtained and reviewed the most recent needs assessment, Community Action Plan, and annual report. We also
analyzed the economic data of the counties in East Tennessee’s service area.

12

During our testwork, we identified some procurement transactions were either split payments or monthly payments
for recurring product or service purchases.
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APPENDIX ET-C
Financial Information

*Source: Obtained from an independent audit report issued by Rodefer Moss & Co, PLLC of East Tennessee’s
Financial Statements and Supplementary Information for the Fiscal Year Ended on June 30, 2019.
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First Tennessee Human Resource Agency (First Tennessee)
Mission
First Tennessee Human Resource Agency’s mission is to improve the quality
of life for the people of Northeast Tennessee through effective delivery of
social services.

FIRST TENNESSEE’S SERVICE AREA

★ Johnson City Regional Office

SERVICE AREA DEMOGRAPHICS

507,405

$88,576

total population of
First Tennessee’s
service area

average annual
household income

19%

20%

are under age 18

are over age 65

17%

21%

live below the
poverty level

have a disability

Source: U.S. Census Bureau,
2018 American Community Survey.

SERVICES OFFERED
Adult Day Services (Carter,
Greene, Sullivan, Unicoi, and
Washington Counties)

Foster Grandparent Program (Cocke,
Grainger, Greene, Hamblen,
Hancock, Jefferson, Sullivan, and
Washington Counties)

Child and Adult Care Food
Program

Homemaker Services

Community Corrections (Carter,
Johnson, Unicoi, and
Washington Counties)
DUI School (classes offered in
Greeneville, Johnson City, and
Mountain City)

Meals on Wheels and Congregate
Meals
Misdemeanor Probation (Carter
County, Greeneville, Johnson City,
and Mountain City)

Public Transit
Senior Community Service
Employment Program (Carter,
Hancock, Hawkins, Sullivan,
Unicoi, and Washington
Counties)

PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department, agency,
or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior audit report was dated December 2014 and
contained 12 findings, 3 of which related to First Tennessee Human Resource Agency (First
Tennessee). First Tennessee filed its report, due 6 months after the release of the audit report, with
the Comptroller of the Treasury on July 14, 2015.
We conducted a follow-up of the prior audit findings as part of the current audit.

RESOLVED AUDIT FINDINGS
The current audit disclosed that First Tennessee resolved the following previous audit
finding concerning documentary evidence that management offered a van driver the hepatitis B
vaccine; however, our work revealed new conditions related to management’s internal controls
over pre-employment checks for new van drivers and noncompliance with pre-employment
requirements. See Finding FT4.

REPEATED AUDIT FINDINGS
The prior audit report contained a finding stating that First Tennessee’s satellite offices did
not adequately segregate the receipt and deposit of offender payments in the Misdemeanor
Probation program. The current audit disclosed that First Tennessee still had not segregated receipt
and depositing duties at its satellite offices. See Finding FT5.
The prior audit report also contained a finding stating that First Tennessee’s Misdemeanor
Probation program information system allowed program staff to modify offender payment data
without supervisor approval. The current audit disclosed that while First Tennessee implemented
access controls to prevent cashiers from modifying amounts offenders were billed, cashiers were
still able to void offender payments in the system. See Finding FT6.
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FIRST TENNESSEE HUMAN RESOURCE AGENCY

GOVERNING BOARD, POLICY COUNCIL, AND EXECUTIVE COMMITTEE
Findings and Observations

Board

Finding FT1 – First Tennessee’s governing board is not composed of
representatives from a local agency as required by statute (page 89)

X

Finding FT2 – First Tennessee’s governing board and executive
committee members did not attend meetings, and the governing
board conducted business without a quorum (page 90)

X

Finding FT3 – First Tennessee does not have a functional standalone
policy council (page 93)

Council

Exec.
Comm.

X
X

Observation FT1 – First Tennessee’s governing board did not submit
updates to the agency’s travel policy and personnel procedures to the
Department of Finance and Administration, or the agency’s procurement
policy to the State Procurement Commission (page 95)

X

Observation FT2 – First Tennessee should consider revising the
governing board and the executive committee’s conflict-of-interest form
to provide space for members to disclose potential conflicts (page 96)

X

X

Observation FT3 – First Tennessee’s bylaws for the governing board
and executive committee do not address public comment at meetings
(page 97)

X

X

Observation FT4 – First Tennessee’s governing board and executive
committee did not provide adequate public notice for its meetings (page
97)

X

X

AGENCY OPERATIONS
Findings and Observations
Finding FT4 – First Tennessee’s Transportation staff did not perform background checks on
employees in accordance with the agency’s contracts (page 99)
Finding FT5 – As noted in the prior audit, First Tennessee did not adequately segregate revenue
receipting and deposit duties for the Misdemeanor Probation program, increasing the potential
for errors and fraud (page 103)
Finding FT6 – As noted in the prior audit, First Tennessee’s Misdemeanor Probation program
information system allows cashiers to void offender payment data without manager approval
(page 105)
Finding FT7 – Agency management could not provide transaction documentation to show that
program income and matching funds were used for allowable purchases (page 106)
Finding FT8 – First Tennessee did not segregate key accounting duties in its information system,
increasing the risk of loss due to error or fraud (page 108)
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Observation FT5 – First Tennessee management should improve the agency’s internal controls by
conducting an annual risk assessment to identify operational and fiscal risks, including those related to
fraud, waste, abuse, errors, and noncompliance (page 110)
Observation FT6 – First Tennessee’s management did not have an agency-wide complaint monitoring
process to ensure that programs track, investigate, and resolve client complaints timely (page 110)
Observation FT7 – First Tennessee’s management did not ensure that the agency’s employee
dishonesty insurance complied with requirements in statute (page 111)
Observation FT8 – First Tennessee management did not track the destruction of agency records and
kept sensitive documents in an unsecured location (page 112)
Observation FT9 – To assist the oversight bodies with their responsibility to achieve the agency’s
mission, First Tennessee management should continue to review and communicate when employee
turnover rates may impact mission (page 113)
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BACKGROUND
Governing Board
First Tennessee Human Resource Agency’s (First Tennessee) governing board is
composed of 30 members: 8 county mayors, 20 city mayors, 1 state senator, and 1 state
representative (see Finding FT1 on board structure). The board meets quarterly, in March, June,
September, and December. During our audit period, the governing board met 10 times. The
quarterly meetings were held in Johnson City, usually at a restaurant or hotel. At the quarterly
meetings, the board approved minutes of prior governing board meetings; heard reports and
updates presented by agency staff; and voted on agency business such as grant funding applications,
policies, and budgets. State statute also requires the governing board to retain its authority to ratify
and approve the functions and activities of the policy council and the executive committee.
Policy Council
According to Section 13-26-103(d), Tennessee Code Annotated,
This board [governing board] shall appoint a policy council to act for it and shall determine
the authority of such council over and above that specified in 13-26-104. The membership
of the policy council shall be broadly based and equitably distributed between providers
and consumers of human resource services and/or established by public law.

According to the agency bylaws, however, First Tennessee’s governing board may elect to have
the board serve simultaneously as the policy council and, for the entirety of the audit period, the
governing board followed its bylaws instead of establishing a standalone policy council as required
by statute. The governing board and policy council are a single entity with the same members and
combined meetings (see Finding FT3 on policy council composition).
Executive Committee
The governing board appointed an executive
committee to act for it, as permitted by statute. The
executive committee consists of five members who are
also governing board members: three officers of the
board (the board chairman, secretary, and treasurer) and
two at-large members. Although the bylaws do not
establish a meeting schedule for the executive
committee, the committee met quarterly during our
audit period, on the same schedule as the agency’s
governing board. The meetings were held at First
Tennessee’s administrative offices in Johnson City.
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MATTER FOR LEGISLATIVE
CONSIDERATION: FIRST TENNESSEE
The governing board is acting as the
policy council; therefore, it has
appointed and authorized an
Executive Committee to ratify its
actions.
Additionally, the five-member
executive committee is composed of
governing board members.
See the Matter for Legislative
Consideration on page 14.

Quorum
According to the bylaws, 33% of members of the governing board, policy council, or
executive committee constitute a quorum for the purpose of conducting business. Although the
bylaws and state statute provide a threshold for establishing quorum, First Tennessee’s bylaws
further state that “It shall be assumed that a quorum existed at any meeting unless the question of
quorum was raised at that meeting.” See Finding FT2.
Executive Director
First Tennessee’s daily operations and personnel decisions are the responsibility of the
Executive Director. According to First Tennessee’s bylaws, the Executive Director is appointed
by and accountable to the policy council; however, as discussed above First Tennessee did not
establish a standalone functional policy council, as required (see Finding FT3). The agency has
approximately 150 employees.

AUDIT CONCLUSIONS

GOVERNING BOARD, POLICY COUNCIL, AND EXECUTIVE COMMITTEE
Governing Board
1.

Audit Objective: Is the governing board composed according to statute?
Conclusion:

2.

Audit Objective: Has the governing board adopted travel regulations, developed a system of competitive
bidding, and developed personnel procedures, as outlined in Section 13-26-108, Tennessee
Code Annotated?
Conclusion:

3.

The governing board has adopted the state’s travel regulations, except for mileage
reimbursement differences. The board has developed a competitive bidding system but did
not provide its procurement policy to the Central Procurement Office for approval during our
audit period. The governing board has developed personnel procedures but did not provide
the procedures to the Department of Finance and Administration for filing during our audit
period. See Observation FT1.

Audit Objective: Did the governing board have a policy to address attendance for all oversight bodies and did
governing board members consistently attend meetings?
Conclusion:

4.

The governing board lacks representatives from local agencies in each county as required by
Section 13-26-103(a), Tennessee Code Annotated. See Finding FT1.

The governing board did not have a policy to address attendance issues, and board members
did not consistently attend meetings. See Finding FT2.

Audit Objective: Did the governing board meet and achieve the quorum standards established in the bylaws
and state statute?
Conclusion:

The board established quorum standards in its bylaws in accordance with state statute,
including the minimum bylaw threshold, but did not always achieve a quorum as set by the
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bylaws. Furthermore, the board’s bylaws allow the chair to declare a quorum without
verifying that enough members are present to establish quorum. See Finding FT2.
5.

Audit Objective: Did the governing board have policies and procedures in place to disclose board members’
conflicts of interest?
Conclusion:

6.

Audit Objective: Did governing board members annually complete and sign conflict-of-interest forms?
Conclusion:

7.

Based on our testwork, governing board members annually completed and signed conflictof-interest forms, with minor exceptions.

Audit Objective: Did governing board policy allow for public comment at meetings?
Conclusion:

8.

The board has a conflict-of-interest policy and disclosure form, but the form does not provide
space for members to disclose conflicts. See Observation FT2.

The governing board did not have a policy for public comment at meetings. See Observation
FT3.

Audit Objective: Did the governing board give public notice before all meetings?
Conclusion:

The board gave notice of all meetings; however, because the board provides notice once a
year, notice ranged from 6 to 329 days before meetings. Furthermore, the board published
notice in a newspaper that is not physically distributed to all counties in First Tennessee’s
service area. See Observation FT4.

Policy Council
Because First Tennessee does not have a policy council, as required by statute, we could not test the following
objectives, 9 through 15. See Finding FT3.
9.

Audit Objective: Is the policy council composed according to the bylaws and statute?

10. Audit Objective: Did policy council members consistently attend meetings?
11. Audit Objective: Did the policy council meet and achieve the quorum standards established in the bylaws and
state statute?
12. Audit Objective: Did the policy council have policies and procedures in place to disclose council members’
conflicts of interest?
13. Audit Objective: Did policy council members annually complete and sign conflict-of-interest forms?
14. Audit Objective: Did council policy allow for public comment at meetings?
15. Audit Objective: Did the policy council give public notice before all meetings?
Executive Committee
16. Audit Objective: Is the executive committee composed according to the bylaws?
Conclusion:

The executive committee is structured according to the bylaws.

17. Audit Objective: Did executive committee members consistently attend meetings?
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Conclusion:

The executive committee had members who did not consistently attend meetings and the
committee does not have an attendance policy. See Finding FT2.

18. Audit Objective: Did the executive committee meet and achieve the quorum standards established in the
bylaws and state statute?
Conclusion:

The executive committee established quorum in accordance with state statute, including the
minimum bylaw threshold, and achieved quorum at its meetings. The bylaws, however,
allow the chair to declare a quorum without verifying that enough members are present to
establish quorum. See Finding FT2.

19. Audit Objective: Did the executive committee have policies and procedures in place to disclose committee
members’ conflicts of interest?
Conclusion:

The committee has a conflict-of-interest policy and disclosure form, but the form does not
provide space for members to disclose conflicts. See Observation FT2.

20. Audit Objective: Did executive committee members annually complete and sign conflict-of-interest forms?
Conclusion:

Executive committee members signed a conflict-of-interest disclosure form annually.

21. Audit Objective: Did executive committee policy allow for public comment at meetings?
Conclusion:
22. Audit Objective:
Conclusion:

The committee does not have a policy to allow public comment at meetings.
Observation FT3.

See

Did the executive committee give public notice before all meetings?
The committee gave notice of all meetings; however, because the committee provides notice
once a year, notice ranged from 3 to 321 days before meetings. Furthermore, the committee
published notice in a newspaper that is not physically distributed to all counties in First
Tennessee’s service area. See Observation FT4.

Finding FT1 – First Tennessee’s governing board is not composed of representatives from a
local agency as required by statute
Condition
First Tennessee’s governing board did not include local agency representatives as members
on the board as required by statute. Specifically, during our audit period, the governing board did not
have a representative from a local agency in each of the eight counties served by First Tennessee.
Criteria
Section 13-26-103(a), Tennessee Code Annotated, requires that the First Tennessee
governing board membership include local agency representatives from each of the eight counties
in its service area who are “knowledgeable of and dealing with the problems concerning human
resource agencies” and are appointed by the county mayor or chair of the respective counties.
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Cause
The Executive Director was unfamiliar with statute and did not have established controls
to review state statute requirements so that they could comply with the board and committee
composition requirements. The Executive Director was unaware that the eight local agency
representative positions should be part of the governing board’s structure.
Effect
Without adequate representation as prescribed by state statute, the board and management
have not achieved compliance with statute.
Recommendation
The governing board’s chair should work with the agency’s Executive Director to ensure
the board’s composition includes members with required knowledge and experience so that the
interest of the public is represented.
Board’s and Management’s Comments
We do not concur with the finding. Based on documentation the agency received a legal
opinion and previous guidance from the Comptroller’s Office that County Mayors could serve in
a dual capacity as the “local representative.” This has been an acceptable practice for over 45
years without issue. Management may seek Attorney General Opinion to clarify legal issue. We
are in agreement that the statutory intent is a matter for potential legislative consideration.
Finding FT2 – First Tennessee’s governing board and executive committee members did not
attend meetings, and the governing board conducted business without a quorum
Condition
Governing Board Attendance and Quorum
Based on our review of First Tennessee’s governing board member attendance, between
53% and 80% of the governing board members did not attend the board’s quarterly meetings in
fiscal year 2018 (see Table 1) and fiscal year 2019 (see Table 2).
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Table 1
First Tennessee Governing Board Quarterly Meeting Attendance, Fiscal Year 2018
Quarter 1
30

Quarter 2
30

Quarter 3
30

Quarter 4
30

Number of Members
Absent

16

23

24

19

Percent Absent

53%

77%

80%

63%

Total Members1

Source: First Tennessee governing board meeting minutes provided by management.

Table 2
First Tennessee Governing Board Quarterly Meeting Attendance, Fiscal Year 2019
Quarter 1
31

Quarter 2
31

Quarter 3
31

Quarter 4
30

Number of Members
Absent

22

24

24

19

Percent Absent

71%

77%

77%

63%

Total Members

Source: First Tennessee governing board meeting minutes provided by management.

We also determined that the governing board conducted business at 5 of the 8 meetings
(63%) without achieving a quorum and voted to take action on items including:


approving minutes of prior meetings,



approving the agency’s purchase of surety bonds for employees, and



nominating governing board officers.

Based on review of the meeting minutes, the chairman declared a quorum at each of those
five meetings, even though the board did not meet minimum member attendance thresholds to
achieve quorum. First Tennessee’s bylaws state, “It shall be assumed that a quorum existed at any
meeting unless the question of quorum was raised at that meeting.” This guidance conflicts with
state statute and First Tennessee’s bylaws, which set a specific and measurable threshold for
establishing a quorum at meetings. By assuming rather than verifying that a quorum existed, First
Tennessee’s governing board conducted agency business in violation of statute.
Executive Committee Attendance
First Tennessee’s bylaws require that the executive committee be composed of five
governing board members, including at least three board officers. Based on our review of First
Tennessee’s executive committee member attendance, between 20% and 60% of executive
committee members did not attend the committee’s quarterly meetings in fiscal year 2018 (see
Table 3) and fiscal year 2019 (see Table 4). Three members accounted for all the executive
committee meeting absences in fiscal years 2018 and 2019 (see Table 5).
1

Total members is the number of members in office on the meeting date, not including vacancies.
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Table 3
First Tennessee Executive Committee Quarterly Meeting Attendance, Fiscal Year 2018
Quarter 1
5

Quarter 2
5

Quarter 3
5

Quarter 4
5

Number of Members
Absent

1

2

3

2

Percent Absent

20%

40%

60%

40%

Total Members

Source: First Tennessee executive committee meeting minutes provided by management.

Table 4
First Tennessee Executive Committee Quarterly Meeting Attendance, Fiscal Year 2019
Quarter 1
5

Quarter 2
5

Quarter 3
5

Quarter 4
5

Number of Members
Absent

3

3

2

2

Percent Absent

60%

60%

40%

40%

Total Members

Source: First Tennessee executive committee meeting minutes provided by management.

Table 5
Details of Executive Committee Members’ Attendance, Fiscal Years 2018–2019
Fiscal Year
FY 2018
FY 2019

Member
Member 1
Member 2
Member 3
Member 1
Member 2
Member 3

Member Details
Hawkins County Mayor
Washington County Mayor
Carter County Mayor
Hawkins County Mayor
Washington County Mayor
Carter County Mayor

Percent Absent
25%
100%
75%
100%
100%
100%

Source: First Tennessee HRA executive committee meeting minutes provided by management.

Criteria
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) provides a comprehensive framework for internal control
practices in federal agencies and serves as a best practice for other governmental entities. Green
Book Principles 1.03 and 1.04 state,
1.03 The oversight body and management lead by an example that demonstrates the
organization’s values, philosophy, and operating style. The oversight body and
management set the tone at the top and throughout the organization by their example, which
is fundamental to an effective internal control system.

1.04 The oversight body’s and management’s directives, attitudes, and behaviors reflect
the integrity and ethical values expected throughout the entity. The oversight body and
management reinforce the commitment to doing what is right, not just maintaining a
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minimum level of performance necessary to comply with applicable laws and regulations,
so that these priorities are understood by all stakeholders, such as regulators, employees,
and the general public.

Cause
The Executive Director stated that although First Tennessee’s Administrative Assistant
made efforts to inform the board members of upcoming meetings with emails and postcards, the
board and council could not force members to attend meetings. Furthermore, the Executive
Director stated that while attendance at meetings is encouraged, no formal attendance policy for
board members exists.
Effect
By failing to attend meetings, governing board and executive committee members increase
the risk of ineffective oversight and governance of personnel, fiscal, and program areas. Additionally,
Tennessee Code Annotated prohibits conducting business without achieving a quorum.
Recommendation
The governing board chair and executive committee chair should work with the Executive
Director to develop policies and procedures to ensure sufficient attendance to conduct business.
The board should update First Tennessee’s bylaws to require the governing board and executive
committee to verify a quorum before voting to take action on agency business.
Board’s and Management’s Comments
We concur with the stated finding. The Executive Director will work with the governing
board chair to develop policies and procedures to ensure sufficient attendance to conduct business
and to update agency by-laws as necessary.
Finding FT3 – First Tennessee does not have a functional standalone policy council
Condition and Cause
First Tennessee’s governing board did not appoint a policy council to act for it, as required
by statute. Instead, according to the Executive Director, First Tennessee’s governing board
simultaneously functions as the agency’s policy council. The governing board and policy council
have the same members and do not hold separate meetings, therefore the governing board and
policy council function as a single entity instead of as two separate oversight bodies, as intended
by statute.
While state statute compels the governing board to “appoint a policy council to act for it,”
the governing board retains the responsibility for reviewing and approving the council’s actions
and decisions. In their combined form, however, First Tennessee’s governing board and policy
council are unable to separate the powers and duties that statute grants each entity. In other words,
93

the governing board has appointed itself to act for itself and ratifies its own actions and decisions.
See Matter for Legislative Consideration on page 14.
The Executive Director explained that First Tennessee’s governing board and policy
council have functioned as a single entity since 1991. He provided an internal memo dated January
24, 1990, prepared by First Tennessee’s executive director at the time, and sent to the former board
chairman. In the memo, the former executive director outlined his understanding of policy council
structure requirements, based on his discussions with the Office of the Comptroller of the Treasury
staff, stating, “Their conclusion is that the HRA’s are not required to have a separate body acting
in a policy council capacity. The governing board meets all requirements of the law to serve in
both capacities.” Subsequently, the governing board at the time adopted a bylaw that states, “The
Governing Board or Chairman may elect to have the Board serve simultaneously as the Policy
Council.”
We conducted current legal research to clarify statutory requirements for the policy council,
since First Tennessee’s 30-year old memo. While the statute has not changed significantly since
1990, our current legal research disclosed that the legislation as written does not allow the
governing board to simultaneously function as the policy council. Statute requires that each human
resource agency “shall” appoint a policy council. This indicates the policy council must be a
separate entity from the governing board. Furthermore, statute outlines distinct membership
requirements for the governing board and policy council. The policy council must include both
provider and consumer representatives, whereas the governing board should include both elected
officials and local agency representatives. Because First Tennessee’s governing board consisted
entirely of elected officials, it did not fulfill the statutory membership requirements for either the
governing board or the policy council (see Finding FT1).
Criteria
According to Section 13-26-103(d), Tennessee Code Annotated,
This board shall appoint a policy council to act for it and shall determine the authority of
such council over and above that specified in 13-26-104. The membership of the policy
council shall be broadly based and equitably distributed between providers and consumers
of human resource services and/or established by public law.

Effect
Without a policy council to conduct on-going agency business subject to the review and
approval of a separate governing board, the board and management increase the likelihood that
risks associated with operational, fiscal, noncompliance, error, fraud, waste, and abuse may not be
prevented or detected by a properly functioning policy council and management during normal
business operations. When the policy council membership does not align with statutory
requirements, individuals who rely on the agency’s services and who are directly responsible for
providing these services are not represented on the council. As a result, there is increased risk that
the actions and decisions of the policy council – and the agency as a whole – may not effectively
serve the best interests of area citizens.
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Recommendation
The Chairman of the governing board should ensure that a functional policy council is
established, separate from the governing board, which meets all statutory requirements. The
governing board should retain its responsibility for reviewing and approving the council’s actions
and decisions, as statute requires. First Tennessee should also update its bylaws to remove the
provision that allows the governing board to serve simultaneously as the policy council.
Board’s and Management’s Comments
We do not concur with the finding. Based on documentation the agency received a legal
opinion and previous guidance from the Comptroller’s Office that the board could serve in a dual
capacity based on state statute. This has been an acceptable practice for over 45 years without
issue. Management may seek Attorney General Opinion to clarify legal issue. We are in
agreement that the statutory intent is a matter for potential legislative consideration.
Observation FT1 – First Tennessee’s governing board did not submit updates to the agency’s
travel policy and personnel procedures to the Department of Finance and Administration, or the
agency’s procurement policy to the State Procurement Commission
Effective August 2011, the Department of Finance and Administration’s (F&A) uniform
travel regulations (Policy 8) allow mileage to be reimbursed at $0.47 per mile. First Tennessee’s
governing board adopted the statewide uniform travel regulations; however, they revised the
mileage reimbursement amount to $0.40 per mile. According to Section 13-26-108(1), Tennessee
Code Annotated, the governing board shall
Jointly adopt statewide uniform travel regulations subject to the approval of the
commissioner of finance and administration and reimburse its officers and employees for
official travel in conformance with such regulations.

Based on our discussion with F&A staff, the human resource agencies are expected to
follow F&A’s Policy 8 without revisions. First Tennessee did not seek F&A’s approval for its
revision to the mileage reimbursement rate.
Furthermore, the governing board developed a system of competitive bidding but did not
provide evidence that it had submitted the bidding procedures to the Central Procurement Office
(CPO) for approval. The CPO’s approval is required by Section 13-26-108(2), Tennessee Code
Annotated, which states that agencies should
Develop a system of competitive bidding on purchases of supplies and equipment and other
contracts and submit the written procedures governing such system to the state
procurement commission for approval.

We also found that the board developed written personnel procedures but could not provide
evidence the procedures had been sent to the Commissioner of F&A to be filed. According to
Section 13-26-108(3), Tennessee Code Annotated, the governing board shall
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Develop written personnel procedures to be filed with the commissioner of finance and
administration for the hiring, promotion, demotion and dismissal of all employees and
include an employee compensation plan based on a salary comparability analysis, which
takes into account state salary schedules, local government salary schedules, and regional
private market variations.

Agency management was unaware that the statute requires agencies to adopt the statewide
uniform travel regulations without revision and stated that the prior Executive Director reduced
the mileage reimbursement amount for budgetary purposes. Management was unaware that the
policies for procurement and personnel should be sent to the CPO and Commissioner of F&A,
respectively. The Executive Director provided evidence that the procurement and personnel
policies were sent to the appropriate agencies after management was made aware of the issue.
Statute intends for human resource agencies’ policies and procedures, including those
concerning travel, personnel, and procurement, to align with the state’s policies and procedures.
Without following state law, First Tennessee board and management has not ensured alignment
with F&A’s and the State Procurement Commission’s policy and expectations. The governing
board chair should work with the Executive Director to develop and implement internal controls
to ensure that the governing board complies with statutory requirements for filing and receiving
approval of its policies and procedures with all applicable state oversight agencies.
Observation FT2 – First Tennessee should consider revising the governing board and executive
committee’s conflict-of-interest form to provide space for members to disclose potential conflicts
First Tennessee’s conflict-of-interest form for governing board and executive committee
members does not have a space for members to disclose potential conflicts. Management said that
when designing the form, they overlooked allowing space for the disclosure of member’s conflicts
of interest. According to Section 12-4-101(a)(1), Tennessee Code Annotated,
It is unlawful for any officer, committee member, director, or other person whose duty it
is to vote for, let out, overlook, or in any manner to superintend any work or any contract
in which any municipal corporation, county, state, development district, utility district,
human resource agency, or other political subdivision created by statute shall or may be
interested, to be directly interested in any such contract. “Directly interested” means any
contract with the official personally or with any business in which the official is the sole
proprietor, a partner, or the person having the controlling interest. “Controlling interest”
includes the individual with the ownership or control of the largest number of outstanding
shares owned by any single individual or corporation. This subdivision (a)(1) shall not be
construed to prohibit any officer, committee person, director, or any person, other than a
member of a local governing body of a county or municipality, from voting on the budget,
appropriation resolution, or tax rate resolution, or amendments thereto, unless the vote is
on a specific amendment to the budget or a specific appropriation or resolution in which
such person is directly interested.

Without a space to list potential conflicts, governing board and executive committee
members may not disclose these conflicts. After we discussed this issue with management, the
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Executive Director updated the conflict-of-interest disclosure form to provide space for members
to disclose actual and/or potential conflicts of interest.
Observation FT3 – First Tennessee’s bylaws for the governing board and executive committee
do not address public comment at meetings
First Tennessee’s bylaws do not address public comment at meetings. According to the
chair of the governing board and the Executive Director, the public rarely attends meetings;
therefore, the oversight bodies have not considered amending bylaws to allow public comment
during meetings. To ensure the public can comment on their actions, First Tennessee’s oversight
bodies should develop a policy or amend bylaws to ensure the public has the opportunity to make
comments at meetings.
Observation FT4 – First Tennessee’s governing board and executive committee did not provide
adequate public notice for meetings
First Tennessee management provides public notice for the governing board and executive
committee meetings by printing an annual notice in the Elizabethton Star newspaper listing all
quarterly meeting dates for the year. As a result, the number of days between the public notice date
and meeting dates ranged from 6 to 329 days for governing board meetings and from 3 to 321 days
for executive committee meetings. Because public notice is given so far in advance for all but the
first quarterly meeting, interested members of the public may be unaware of meeting dates and times.
In addition, based on our discussion with the Executive Director, management did not
evaluate whether the newspaper’s distribution methods were sufficient to ensure adequate public
notice to agency’s entire service area, which includes Carter, Greene, Hancock, Hawkins, Johnson,
Sullivan, Unicoi, and Washington Counties. Owners of the Elizabethton Star only sell physical
copies of the newspaper in Carter County though they provide an electronic version of the paper
to all counties in the agency’s service area. Because agency management did not analyze their
service area in terms of community access to the internet, neither management nor we could assess
the adequacy of public notice through the Elizabethton Star. Since the Elizabethton Star is only
physically distributed in two counties of First Tennessee’s eight-county service area and is
electronically distributed elsewhere, the availability of internet access is pertinent to the other six
of the eight (75%) counties in the agency’s service area.
Regarding publishing notice of meetings, Section 8-44-103(a), Tennessee Code Annotated,
states,
Notice of Regular Meetings. Any such governmental body which holds a meeting
previously scheduled by statute, ordinance, or resolution shall give adequate public notice
of such meeting.

The Executive Director chose the Elizabethton Star to publish public notices based on the
low cost of the advertisement and did not consider other factors such as if the coverage area of the
publication was adequate to reach the majority of the public in their service area. Although the
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Executive Director stated that he considered the agency’s method of printing one public notice at
the beginning of the year to be adequate, he subsequently updated the agency’s website to show
the governing board’s and executive committee’s meeting schedule.
Without adequate public notice, members of the public may not be aware of governing
board and executive committee meetings that are of interest to them. The governing board Chair
and executive committee Chair should work with the Executive Director to develop and implement
internal control processes to ensure that the governing board and executive committee analyzes
the methods to provide adequate public notice of all meetings and then ensures adequate notice is
provided for all meetings.

AGENCY OPERATIONS
23. Audit Objective: Did agency management conduct an annual risk assessment to identify and document the
agency’s risks and controls so that management can effectively mitigate the risks of error,
noncompliance, fraud, waste, and abuse?
Conclusion:

First Tennessee management did not conduct annual agencywide risk assessments to identify
operational and fiscal risks, including those related to fraud, waste, abuse errors, and
noncompliance. See Observation FT5.

24. Audit Objective: Is the agency in compliance with bond requirements as outlined in statute?
Conclusion:

Management did not have written procedures for bonding employees and did not obtain the
statutory-minimum employee dishonesty insurance coverage for unbonded employees. See
Observation FT7.

25. Audit Objective:

Did employee turnover create problems with First Tennessee’s operations or the board and
management’s ability to meet the agency’s mission?

Conclusion:

First Tennessee’s management implemented procedures to routinely calculate and review
employee turnover to determine the impact on the agency’s ability to meet mission; however,
management should take steps to ensure the reliability of data used to calculate turnover. See
Observation FT9.

26. Audit Objective: Did management have a formal, agency-wide monitoring process to ensure program areas
track, investigate, and resolve client complaints timely?
Conclusion:

Management did not have a formal, written agency-wide monitoring process to ensure
program areas track, investigate, and resolve client complaints timely. Complaints are
handled within each program; however, upper management does not have a formal review
process to ensure the complaint process is working as intended. See Observation FT6.

27. Audit Objective: In response to the prior audit finding, did agency management implement procedures to
ensure that personnel files contained evidence that van drivers met all job requirements?
Conclusion:

Based on our testwork, management corrected the condition for pre-employment checks for
Hepatitis B vaccines; however, we found new conditions where van driver personnel files did
not contain evidence that transportation staff had completed registry checks in accordance
with the agency’s contracts, grant agreements, and policy. We also found that the agency’s
contracts for non-emergency medical transportation were outdated and did not include the
most recent requirements for registry checks. See Finding FT4.
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28. Audit Objective: In response to the prior audit finding, did management adequately segregate duties over the
receipt and deposit of offender payments?
Conclusion:

Based on our review, management still had not adequately segregated duties over the receipt
and deposit of offender payments in First Tennessee’s satellite offices. See Finding FT5.

29. Audit Objective: In response to the prior audit finding, did management implement database access controls
to prevent cashiers from modifying offender payment data without supervisor approval?
Conclusion:

In response to our prior audit, management implemented access levels within First
Tennessee’s payment processing system to restrict cashiers from being able to modify
amounts that offenders were charged for probation-related services (such as drug tests or
probation fees). However, cashiers were still able to void offender payments without
documented manager approval. See Finding FT6.

30. Audit Objective: Did agency management expend public transportation formula grant funds in accordance
with federal regulations and contract provisions?
Conclusion:

Management could not provide evidence that they did not pay for unallowable costs with
program income from the public transportation formula grant funds and that those
unallowable expenditures were not counted as matching funds. See Finding FT7. We also
found that the accounting department lacked segregation of duties. See Finding FT8.

31. Audit Objective: Did the agency have a formal records management policy governing public records?
Conclusion:

Although First Tennessee has a formal records management and retention policy, the policy
governing record destructions did not align with best practices. In addition, the agency did
not properly secure its stored records, which contained confidential information. See
Observation FT8.

32. Audit Objective: Is First Tennessee’s governing board and management operating and conducting activities to
meet the statutory mission, as prescribed in Tennessee Code Annotated?
Conclusion:

First Tennessee is operating and conducting activities to meet its statutory mission to serve
as the delivery system for human resources. We also found that the agency is meeting its
mission to improve the quality of life for the people of Northeast Tennessee by effectively
delivering social services.

Finding FT4 – First Tennessee’s Transportation staff did not perform background checks
on employees in accordance with the agency’s contracts
First Tennessee’s Transportation program administers transportation for a diverse group of
clients and purposes, including non-emergency medical transportation. Under contract
arrangements, First Tennessee provides transportation services to the Tennessee Department of
Transportation; Southeastrans, Inc.; and Tennessee Carriers, Inc. In accordance with contract
terms, TennCare’s policies and procedures, and First Tennessee’s hiring policies, First
Tennessee’s management should ensure that van drivers meet certain standards before they are
hired and that they maintain those standards.
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Results of the Prior Audit
In the prior performance audit, we reported that First Tennessee’s Transportation program
did not ensure that pre-employment checks for van driver personnel files had documentation that
drivers met all required job criteria; specifically, we reported that a driver’s personnel file did not
include evidence that they had been offered Hepatitis B vaccines. In response, management stated
it would improve its documentation maintained in employee files.
Current Audit
Based on our testwork, management corrected the condition for pre-employment checks
for Hepatitis B vaccines; however, we found van driver personnel files did not contain evidence
that Transportation staff had completed registry checks on drivers before they transported clients.
Criteria, Condition and Cause
First Tennessee contracts with Southeastrans and Tennessee Carriers, which require the
following checks are conducted for all drivers prior to providing services to clients,


criminal background checks;



Tennessee and National Sexual Offender Registries checks; and



List of Excluded Individuals and Entities (LEIE) and Excluded Parties List System
(EPLS) checks.

The Tennessee Carriers contract requires the checks listed above and the following additional prehire checks to be performed:


Tennessee Abuse Registry, and



Tennessee Felony Offender Registry (FOIL).
We asked First Tennessee to provide us the most current versions of their contracts
with both Southeastrans and Tennessee Carriers. First Tennessee’s Transportation
Administrator provided us with a Southeastrans contract from 2008 and a Tennessee
Carriers contract from 2014. These contracts were both outdated and did not include
the most current registry check requirements.2 See Table 6.

2

We focused our review of the contracts around the background and registry check requirements only.
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Table 6
Background and Registry Check Requirements by Contract Year
Type of Check
Criminal Background Check
Tennessee Sex Offender Registry
National Sex Offender Registry
Tennessee Felony Offender
Information Lookup
List of Excluded Individuals
Excluded Parties List System

Southeastrans
2008
2015






Tennessee Carriers
2014
2017









Source: Contract agreements were provided by First Tennessee, Southeastrans, and Tennessee Carriers.

We spoke with representatives from both Southeastrans and Tennessee Carriers to determine
why First Tennessee Transportation management did not have updated copies of the contracts.
According to the Compliance Manager at Southeastrans, the broker overlooked First Tennessee
when it issued new contracts to all of the human resource agencies in 2015. Southeastrans plans on
providing new agreements to all of the human resource agencies by the end of 2020.
According to the Chief Financial Officer/Operating Manager at Tennessee Carriers, in
early 2017, the broker provided all of the HRAs with new contract addendums, which included an
attachment that updated what background and registry checks were required. The Administrative
Manager for the Transportation program at First Tennessee stated that Transportation management
could not access the updated agreements because they were misplaced on a flash drive when the
previous Administrative Manager left the agency in December 2018.
We tested the population of personnel files for all 20 van drivers First Tennessee hired
during our audit period, July 1, 2017, to February 1, 2020, to verify if the vendor and agency staff
had performed necessary pre-employment checks. We identified deficiencies in the performance
of background checks as shown in Table 7. As a result of the outdated and inaccessible contracts,
First Tennessee Transportation program staff did not complete National Sex Offender Registry or
Tennessee Felony Offender Information Lookup (FOIL) checks for van drivers. Additionally,
staff did not keep date-stamped copies of all Tennessee Sex Offender Registry, Tennessee Abuse
Registry, LEIE, and EPLS checks, so we could not confirm whether these checks were performed
before the employee was hired and before the driver came into contact with clients.
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Table 7
Testwork Results of Employee Background Checks

Completed
Pre-Hire
Completed
With No Date
Stamp3
Not
Completed

TN Sex
Offender
Registry
2 of 20
employees
(10%)
18 of 20
employees
(90%)
-

National Sex
Offender
Registry
0 of 20
employees
(0%)
20 of 20
employees
(100%)

TN Abuse
Registry

EPLS/SAM

FOIL

9 of 20
employees
(45%)
11 of 20
employees
(55%)

2 of 20
employees
(10%)
18 of 20
employees
(90%)

0 of 20
employees
(0%)

-

-

20 of 20
employees
(100%)

Source: Auditor analysis of driver files.

For the 20 items tested, we reperformed the checks for the National Sex Offender Registry
and FOIL, and we found one individual who had an old, nonviolent felony conviction. First
Tennessee was not aware of this conviction because it did not appear on the individual’s background
check, and the agency did not perform the FOIL check.4 Had First Tennessee performed the check,
management would have known about the individual’s conviction before making their hiring decision.
According to the Transportation Director, the agency did not perform the National Sex
Offender Registry and FOIL searches because at the time, they thought they were not required to
under their contracts with the transportation brokers. Additionally, staff did not include the dates
staff performed the Tennessee Sex Offender Registry, Tennessee Abuse Registry, and Excluded
Parties checks. Although staff included the registry printouts in the driver files as evidence for
staff’s review of these sources, because the printers were not set up to capture that information,
management could not ensure the reviews were done pre-employment and that the agency
documented the dates of the checks on its driver background checklist forms.5
Effect
Client safety risks may be increased if agency management does not ensure that staff timely
complete and properly document registry checks.
Recommendation
Management should ensure that personnel files for van drivers contain documentation that
staff performed all background and registry checks before hiring the drivers. In addition,
3
Without a date stamp, we could not tell whether First Tennessee completed the registry check before the employee
had contact with clients.
4
The individual’s conviction was in 1992, and the background check only captured the past seven years, so the
conviction did not show up on the report.
5
First Tennessee uses a “Net Trans Driver/Safety-Sensitive Background Checks” form to document that van drivers
meet all applicable background and registry check requirements.
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management should ensure that the agency works with Southeastrans, Inc. and Tennessee Carriers,
Inc. to obtain the most up-to-date contracts and contract attachments.
Board’s and Management’s Comments
We concur with the stated finding. This issue was discovered where the agency had not
received the most up to date contract for one relationship. Management has established a process
to ensure that all agency contracts are reviewed annually to make sure they are up to date.
Finding FT5 – As noted in the prior audit, First Tennessee did not adequately segregate
revenue receipting and deposit duties for the Misdemeanor Probation program, increasing
the potential for errors and fraud
Results of Prior Audit
In the prior performance audit, we found that First Tennessee management allowed the
same employee to receive program payments from offenders, and then prepare corresponding
deposits and take the deposits to the bank. This lack of separation of duties in revenue collection
increases the opportunity for fraud and abuse.
Current Audit
Based on our discussion with First Tennessee’s Director of Corrections and review of
deposit documentation, we determined that First Tennessee still did not have adequate segregation
of duties for the receipting and depositing of offender fees. We further illustrate below.
Criteria, Condition, and Cause
Green Book Principle 10.03 states,
Management divides or segregates key duties and responsibilities among different people
to reduce the risk of error, misuse, or fraud. This includes separating the responsibilities
for authorizing transactions, processing and recording them, reviewing the transactions,
and handling any related assets so that no one individual controls all key aspects of a
transaction or event.

First Tennessee accepts probation fees from misdemeanor offenders at its administrative
office in Johnson City, as well as three satellite offices in Greenville, Mountain City, and Carter
County. For the majority of the audit period, the Greenville, Mountain City, and Carter County
offices were each staffed by two employees. First Tennessee accepts money orders, credit cards,
and online payments made through PayPal.
Satellite Office Revenue
Management allowed case officers at First Tennessee’s satellite offices to receive client
payments, create bank deposit slips, and make deposits. Specifically, we determined the following:
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The Greenville, Mountain City, and Carter County offices each had one cashier and
one case officer/office manager. When the cashier was not available, the case
officer/office manager both accepted program payments and made deposits.



From February 2019 through March 2020, the Mountain City office had either one fulltime and one part-time employee who worked two days a week, or the office only had
one employee. At times when the part-time employee was not working or the office
only had one employee, the office’s sole worker both accepted program payments and
made deposits.



Staff in the Greenville, Carter County, and Mountain City offices did not always
document which employee prepared program deposits. Without this documentation,
First Tennessee management cannot ensure adequate segregation of receipting and
depositing duties.

The Director of Corrections stated that the agency does not have the budget to justify hiring
separate people to only be a cashier or case officer/office manager in each office, and the agency
tries to segregate duties as much as possible given its limited budget. Additionally, the Director
stated that managers probably got out of the habit of documenting their review of deposit amounts
and that management would update policies to require managers to document their reviews of
deposits. After our discussion, the Director emailed instructions to staff stating that managers
should document their reviews of deposit documentation, and if the same person accepts payments
and prepares the corresponding deposit due to staffing limitations, then staff should note this next
to the deposit documentation.
PayPal Revenue
Additionally, we determined First Tennessee does not have sufficient segregation of duties
for offender fees paid online via PayPal:


The Executive Director is the only employee with access to First Tennessee’s PayPal
account; therefore, the Executive Director generates all PayPal transaction reports and
completes all fund transfers without review from other staff members.



Fiscal staff reconciles monthly PayPal fund transfer amounts to deposits in First
Tennessee’s bank statement, but they do not reconcile these amounts to daily payment
reports and PayPal payment notifications that are processed in First Tennessee’s
regional offices.

The Executive Director stated that when First Tennessee set up the account with PayPal in
approximately August 2017, there was not a way to give other employees read-only access. He stated
that he believes PayPal has updated their site so that read-only access is possible, and he will inquire
with PayPal about setting up read-only access for a second employee. The Executive Director stated
that reconciling PayPal fund transfers to daily payment reports is not always practical since the fund
transfers are done monthly, and it is not unusual for PayPal payments to be protested by offenders
who paid, which makes tying PayPal totals to bank statement totals difficult.
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Effect
Without proper segregation of duties, the risk of undetected errors, noncompliance, fraud,
waste, and abuse increases. For example, if management does not ensure that duties are segregated
as much as possible or compensating controls are in place, an employee could easily commit and
conceal fraud or errors could go undetected.
Recommendation
Management should ensure that there is an adequate segregation of duties to the extent
possible at smaller offices. When possible, the same individual should not be responsible for
accepting payments, preparing deposits, and delivering the deposits to the bank. The Executive
Director should also inquire with PayPal about establishing secondary account access and should
establish a process for another employee to periodically monitor and reconcile the PayPal account.
Board’s and Management’s Comments
We concur with the stated finding. The cost of implementation will exceed the potential
benefit based on the current budget situation for these remote offices. Management will potentially
implement segregation when budget permits additional staffing.
Finding FT6 – As noted in the prior audit, First Tennessee’s Misdemeanor Probation program
information system allows cashiers to void offender payment data without manager approval
Results of Prior Audit
In the prior performance audit, we determined that First Tennessee cashiers had the ability
to modify offender payment information after the offenders’ fees were collected and their payment
information was entered into First Tennessee’s payment information system (Alpha) and a receipt
was issued to the offender.
Condition
In response to our prior audit, First Tennessee implemented Alpha user permissions to
restrict cashiers from modifying amounts offenders were billed for misdemeanor probation-related
services (such as drug tests or probation fees). Despite these changes, our current audit work
disclosed that First Tennessee cashiers still could void misdemeanor offender payments in Alpha
without documented manager approval. Given the ability to void an offender’s payment history,
cashiers could accept an offender payment and issue a receipt, then delete accounting records and
keep the offender payment for personal benefit.
Criteria
Green Book Principle 10.03 states,
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Management divides or segregates key duties and responsibilities among different people
to reduce the risk of error, misuse, or fraud. This includes separating the responsibilities
for authorizing transactions, processing and recording them, reviewing the transactions,
and handling any related assets so that no one individual controls all key aspects of a
transaction or event. . . . Transactions are authorized and executed only by persons acting
within the scope of their authority. This is the principal means of assuring that only valid
transactions to exchange, transfer, use, or commit resources are initiated or entered into.
Management clearly communicates authorizations to personnel.

Cause
The program’s Director of Corrections stated that staff were instructed to obtain manager
approval before voiding transactions but that manager approvals were not required to be documented
in writing. After we discussed this issue with management, the Director of Corrections instructed
staff that a manager must complete and approve an override form for all voided transactions.
Subsequent to our fieldwork, the Executive Director stated that management implemented systematic
access restrictions to prevent cashiers from voiding payments in Alpha.
Effect
When staff are able to void payments without proper manager approvals, the risk of staff
engaging in fraud or theft increases.
Recommendation
The Director of Corrections should test the newly implemented access restrictions in the
Alpha system and periodically generate and review voided transaction listings to ensure that
cashiers do not void payments in Alpha.
Board’s and Management’s Comments
We concur with the stated finding. We have implemented corrective action whereby the
system access for the cashier position is restricted from voiding transactions.
Finding FT7 – Agency management could not provide transaction documentation to show
that program income and matching funds were used for allowable purchases
Condition and Cause
First Tennessee maintains a fleet of vehicles to provide ride services to East Tennessee
residents as part of its North East Tennessee Transportation (NET Trans) program. The public
pays a set rate for rides, which state and federal grant funds subsidize. The agency also contracts
with private entities such as churches, health care centers, and managed care organizations to
provide transportation services to their clients.
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The agency receives funding from the Formula Grant for Rural Areas-5311 (5311)6 to
cover expenditures related to providing transportation to rural areas and small cities in the agency’s
service area. This grant requires First Tennessee to contribute a set percentage of funding, called
a local match, toward grant activities. Eligible activities include planning, capital, operating, job
access and reverse commute projects, and the acquisition of public transportation services.
Program income is generated from activities associated with the grant, such as ride fares.
The agency uses a discretionary fund account in its accounting system, Orion, to separate
discretionary expenditures from expenditures that the agency plans on requesting reimbursements
for under state and federal grants. Some examples of discretionary purchases that First Tennessee
made during our audit period include, but are not limited to, miscellaneous food purchases,
conference fees, plaques, trophies, and prizes for annual road safety contest winners.7
According to the Transportation Director’s interpretation of the Tennessee Department of
Transportation’s State Management Plan for Federal Transit Administration Programs, program
income can be used for any expenditure that is related to transportation, including unallowable
grant expenditures. Additionally, the accounting manager stated that program income could be
used for anything and that matching funds can be used for unallowable expenditures.
Based on our interpretation of federal grant guidance for the 5311 grant (see the Criteria
section below), transactions must be allowable under the grant for program income and local match
funds to be used. The Accounting Manager, however, could not demonstrate what funding sources
the agency used to pay for individual discretionary purchases because the agency does not track
this transaction-level information. As a result, we were unable to determine whether the agency
used local match funds or program income to pay for discretionary purchases.
Criteria
Program Income Allowability
According to the Federal Transportation Administration’s Circular 9030.1E, Section III 8c,
program income is allowed to be retained for allowable public transportation capital and operating
expenses, and the agency’s accounting system “must be capable of identifying program income
and the purpose for which the recipient used it.”
Matching Funds Allowability
Title 2, Code of Federal Regulations (CFR), Part 200, Section 306(b), provides
requirements for matching funds, including that matching funds are subject to the same allowable
cost rules as the federal grant funds.

6

U.S. Department of Transportation Federal Transit Administration Formula Grant for Rural Areas-5311, CFDA #
20.509.
7
First Tennessee holds an annual safety contest for its van drivers that includes written road safety quizzes and a road
obstacle course that helps drivers be more safety conscious and prepare for Roadeo, the statewide safe driving contest.
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Effect
Because the accounting manager does not track how program income and matching funds
are spent, we could not determine if unallowable costs to the grant were included. Federal
regulations address actions that federal agencies may impose in cases of noncompliance. As noted
in 2 CFR 200.338, noncompliance with grant requirements can lead the grantor agency to impose
additional punitive conditions on the agency, such as requiring additional documentation for
reimbursement. 2 CFR 200.338 further states that the federal awarding agency can withhold
payment or terminate the award in cases of continued noncompliance.
Recommendation
The Executive Director should ensure that the accounting manager establishes a control to
track program income and local match funds on a transactional level to allow management to track
how program income and matching funds are spent. Program income and matching funds should
not be spent on unallowable costs to the grant.
Board’s and Management’s Comments
We concur with the stated finding. The Accounting Manager will establish a control to
track program income and local match on a transactional level to allow management to track how
program income and matching funds are spent.
Finding FT8 – First Tennessee did not segregate key accounting duties in its information
system, increasing the risk of loss due to error or fraud
Condition
First Tennessee did not implement adequate
The Accounting Manager could not
segregation of duties in its cost accounting system,
demonstrate what funding sources
Orion. The agency uses Orion to support various
the agency used to pay for
accounting functions, including authorizing, recording,
individual discretionary purchases
and paying for purchases. Segregation of duties
because the agency does not track
principles require management to distribute these
this transaction-level information.
functions to different employees to minimize the risk of
loss due to error and fraud. Based on our discussion with agency personnel, we found the
following:


The Accounting Manager had system permissions to authorize, record, and print
electronically signed checks from the Orion system. The Accounting Manager also
had signing authority for physical checks and performed the bank reconciliation for
First Tennessee’s primary bank account.



The Accounting Assistant had system permissions to print electronically signed checks
from Orion and also performed bank reconciliations for two of First Tennessee’s
program bank accounts.
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The Executive Director had system permissions to authorize, record, and print
electronically signed checks from Orion, meaning he could issue an unauthorized check
without anyone’s knowledge. We expanded our review to consider the Executive
Director’s access to blank physical checks; we determined that he did not have access.
We also found another mitigating control to detect unauthorized checks; the bank
reconciliation responsibilities were handled by other staff and not the Executive Director.



The Accounting Assistant had system permissions to record transactions and also had
access to blank physical checks, increasing the risks of unauthorized use of checks.

The IT Technician worked with the Accounting Manager to revise user access roles in the
system after auditors brought these issues to management’s attention. He provided documentation
showing extensive changes to some employees’ access levels but could not provide evidence that
he changed the Accounting Manager’s access permissions, leaving the agency exposed to this risk.
Criteria
According to Green Book Principle 11.14,
Management designs control activities to limit user access to information technology
through authorization control activities such as providing a unique user identification or
token to authorized users. These control activities may restrict authorized users to the
applications or functions commensurate with their assigned responsibilities, supporting an
appropriate segregation of duties. Management designs other control activities to promptly
update access rights when employees change job functions or leave the entity. Management
also designs control activities for access rights when different information technology
elements are connected to each other.

Cause
Management did not regularly review user access levels in the system. Due to a lack of
knowledge of the cost accounting system, the IT Technician was not able to document all user
roles and access levels in the system before or after making changes to user access levels.
Effect
When users are permitted to perform conflicting duties in the accounting system, the risk
of fraud, waste, and abuse increases.
Recommendation
The Executive Director and IT Technician should reassign user permissions to ensure that
no one employee has complete control or access to perform responsibilities in Orion that should
be segregated to ensure the best control environment is achieved.
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Board’s and Management’s Comments
We concur with the stated finding. The Accounting Manager will work with IT to update
user permissions and access accordingly to improve the control environment.
Observation FT5 – First Tennessee’s management should improve the agency’s internal controls
by conducting an annual risk assessment to identify operational and fiscal risks, including those
related to fraud, waste, abuse, errors, and noncompliance
An ongoing and documented risk assessment process is a basic component of internal
control which allows management to eliminate or mitigate the risks that could affect an agency’s
overall mission, financial resources, or compliance with state law or other regulatory requirements.
An effective risk assessment identifies risks to operational objectives and describes the controls
used by management to mitigate the risks of errors, noncompliance, fraud, waste, and abuse within
the agency. Currently, agency management conducts activities that assist them with evaluating
how well management and program staff meet program requirements and operational benchmarks
and goals. Although these activities help management identify areas of concern, these activities
do not fulfill the same purpose as an annual risk assessment and do not identify risks, the likelihood
or potential impacts of those risks, and the agency’s mitigating controls.
Management should conduct and document an annual risk assessment to identify risks that
could prevent the agency from meeting the agency’s operational and fiscal goals and mission,
including those risks related to compliance with laws and financial matters such as errors, fraud,
waste, and abuse. For risks with either a high likelihood of occurring or a high impact if they do
occur, management should identify internal controls to prevent and detect them. As part of
management’s ongoing monitoring of their control processes, if deficiencies are identified,
management should evaluate their controls to determine if new controls need to be implemented
or if existing controls need to be reassessed and redesigned.
Observation FT6 – First Tennessee’s management did not have an agency-wide complaint
monitoring process to ensure that programs track, investigate, and resolve client complaints timely
First Tennessee’s management did not have agency-wide complaint policies and
procedures to inform the Executive Director and the oversight bodies about all complaints.
Furthermore, management does not track complaints for data trends and additional information,
although doing so could help assess risks and concerns for the agency and its customers. The
Executive Director stated that management did not consider an agency-wide complaint monitoring
process necessary because each program has its own complaint requirements based on its contracts.
We reviewed four programs and found the Transportation program’s complaint log did not
capture resolution dates, so we could not determine whether First Tennessee resolved
transportation complaints within the contractually required timeframe.
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Without sufficient complaint guidance, the agency may not handle citizens’ complaints in
a timely manner, if at all, which could result in serious issues not being investigated and resolved.
The Executive Director and First Tennessee’s oversight bodies should implement agency-wide
policies and procedures to track client complaints across all programs to assess risks related to
public safety and to provide accountability for citizen concerns.
Observation FT7 – First Tennessee’s management did not ensure that the agency’s employee
dishonesty insurance complied with requirements in statute
Section 13-26-110, Tennessee Code Annotated,
Bonds protect the human
requires human resource agencies (HRAs) to bond “any board
resource agency from
member, policy council member, employee, officer, or any
authorized person . . . who receives public funds, has the financial loss due to employee
dishonesty or negligence.
authority to make expenditures from public funds, or has
access to any public funds.” Bonding these individuals
protects the agency from incurring financial losses due to employee theft or dishonesty. Based on
our review and discussions with management, First Tennessee had insufficient insurance coverage
for employees who were not individually bonded,8 and the insurance coverage was less than the
$400,000 per occurrence required by statute. For employees not individually bonded, the
Executive Director said he determined insurance coverage amounts based on an annual discussion
of risks with the agency’s insurance broker.
Section 13-26-110 requires that the HRAs bond board members, policy council members,
employees, officers, and other authorized persons of an HRA who handle public funds. However,
Section 8-19-101(e)(2)(B)(i), Tennessee Code Annotated, states that if the HRA obtains a policy
in accordance with subdivision (e)(2)(a), it is deemed a blanket official bond for those individuals
handling public funds. Subdivision (e)(2)(a) states that the HRAs may
Obtain and pay the premiums or other costs with respect to a policy of insurance issued by
an insurance company duly authorized to do business in this state or an agreement with a
pool established pursuant to § 29-20-401 or any entity established pursuant to § 29-20401(b)(2) for administration of such agreement, that provides government crime coverage,
employee dishonesty insurance coverage, or equivalent coverage that insures the lawful
performance by officials and their employees of their fiduciary duties and responsibilities.
Any such policy or agreement maintained shall have limits of not less than four hundred
thousand dollars ($400,000) per occurrence [emphasis added].

We determined that the agency had no written procedures for determining who requires
bonding, the process for obtaining bonds and employee dishonesty coverage, and the calculation of
bond amounts and insurance amounts to meet requirements in statute. According to the Executive
Director, management did not have written procedures because they relied on an annual reminder
email from the bonding company and insurance broker to renew the bonds and insurance policy.
8

Based on our office’s legal research, the Human Resource Agencies, including First Tennessee, met with COT
management and discussed the cost of acquiring individual bonds for all board members and staff required to be
bonded. The agencies, including First Tennessee, obtained an employee dishonesty insurance policy to cover potential
losses from employees not individually bonded.
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According to Green Book Principles 3.09 and 3.10,
Management develops and maintains documentation of its internal control system. . . .
Effective documentation assists in management’s design of internal control by establishing
and communicating the who, what, when, where, and why of internal control
execution to personnel. Documentation also provides a means to retain organizational
knowledge and mitigate the risk of having that knowledge limited to a few personnel, as
well as a means to communicate that knowledge as needed to external parties, such as
external auditors.

When employees and management are not properly bonded, the risk increases that, in the
event of fraud, waste, or abuse, the agency could sustain financial losses for which it is not
adequately covered. Management should develop formal written procedures and establish
adequate controls to ensure the agency’s bonding process complies with statute.
Observation FT8 – First Tennessee management did not track the destruction of agency records
and kept sensitive documents in an unsecured location
Destruction of Agency Records
First Tennessee has a written Records Management Policy that describes staff’s
responsibilities for records retention and destruction. Although the policy contains a template log
to document the destruction process, agency staff do not maintain logs of destroyed records. As a
result, management could not provide any documentation of records that were destroyed. State
law requires the Public Records Commission to determine and order the proper disposition of the
state’s public records9 and to direct the Tennessee Department of State’s Records Management
Division to initiate any action necessary to establish the regulation of record holding and
management in any state agency. In order to achieve efficient control and regulation of public
records, the Records Management Division uses Records Disposition Authorizations (RDAs),
which are retention schedules detailing how to maintain public records.
The human resource agencies are quasi-governmental agencies; they are registered as
nonprofit organizations with the Tennessee Secretary of State’s office, but they are designated in
statute as bodies politic. Based on inquiries with the Tennessee Secretary of State’s office, the
human resource agencies are not subject to the state’s Public Records Commission’s authority;
therefore, they do not have to follow the state’s RDAs. However, the Tennessee Public Records
Act includes provisions for state, county, and municipal governments to adopt policies for their
public records; therefore, it is clearly the intent for all government entities to adopt appropriate
record retention and disposition policies. Public officials are legally responsible for creating and
maintaining records to provide evidence of government operations and accountability to citizens.

9

Section 10-7-301(6), Tennessee Code Annotated, defines public records as “all documents, papers, letters, maps,
books, photographs, microfilms, electronic data processing files and output, films, sound recordings, or other material,
regardless of physical form or characteristics made or received pursuant to law or ordinance or in connection with the
transaction of official business by any governmental agency.”
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Management stated they were not aware that staff should maintain record destruction logs
until we brought this issue to their attention.
Sensitive Documents Kept in Unsecured Location
We also found First Tennessee maintained agency records in an unlocked storage area
inside its administrative building. Although the administrative building had a secure entrance, the
unlocked storage area was accessible to all personnel and visitors beyond the entrance. We
examined employee and client files kept inside the unsecured storage area and found documents
containing sensitive information, such as names, addresses, Social Security numbers, criminal
records, and medical reports.
According to the Executive Director, management believed the records storage area was
secure because the area looked unfinished, and management felt the area’s appearance would deter
people from exploring. After we brought this issue to their attention, management installed locked
doors to secure the area.
Green Book Principle 10.03 states, “Management designs appropriate types of control
activities for the entity’s internal control system. . . . Management establishes physical control to
secure and safeguard vulnerable assets.”
In its Records Management Best Practices and Procedures, the Department of State’s
Record Management Division recommends that agencies properly secure their records. The best
practices recommend that
A secure facility should be locked, have controlled access for select personnel, and provide
clear procedures for storing, retrieving, utilizing, and refiling records. In order to protect
records, the facility should have restricted access. Doors should have locks, and the number
of keys should be limited. Only authorized personnel should have access.

Without proper documentation covering records management and disposition, confidential
documents and important records could be prematurely destroyed. The Executive Director should
ensure that the agency’s Records Management Policy includes policies and procedures for records
destruction and that agency personnel properly secure records until they can be destroyed. Unless
management physically protects sensitive information and agency records, management increased
the risk that unauthorized individuals have access to sensitive data.
Observation FT9 – To assist the oversight bodies with their responsibility to achieve the agency’s
mission, First Tennessee management should continue to review and communicate when
employee turnover rates may impact mission
Based on our discussion with the Director of Human Resources, the agency uses
BambooHR software to manage human resources, including calculating employee turnover rates.
First Tennessee’s Human Resources department compiles an annual report on turnover within the
agency. The Executive Director reviews the report with the Director of Human Resources to
identify ways that the agency can reduce employee turnover.
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We examined data in First Tennessee’s BambooHR software and found duplicate
separation entries for multiple employees, which impacted the validity of the rates the software
calculated. Additionally, some of these duplicate entries contained conflicting information on
termination dates, termination reasons, departmental information, and the employee’s work
location. According to the Assistant Human Resources Director, she made the duplicate entries
because she did not want to overwrite existing information in the system whenever edits or
corrections needed to be made. The HR Director corrected these duplicate entries after we made
the agency aware of the problem.
According to Green Book Principle 13.05,
Management processes the obtained data into quality information that supports the internal
control system. This involves processing data into information and then evaluating the
processed information so that it is quality information. Quality information meets the
identified information requirements when relevant data from reliable sources are used.
Quality information is appropriate, current, complete, accurate, accessible, and provided
on a timely basis.

Management’s commitment to provide the oversight bodies with relevant information when
needed, such as increases in employee turnover, will ensure that oversight bodies can fulfill their
responsibilities to remain viable in providing community services.

COVID-19 IMPACT AND AGENCY RESPONSE
(Unaudited)

During our audit period, the COVID-19 virus impacted operations at First Tennessee. We
interviewed management to gather information about how the virus impacted agency operations.
The Executive Director indicated that the virus impacted the agency in the following ways:


Community Correction staff stopped in-person monitoring during May 2020 while the
state court system was temporarily closed.



Revenue collections in the Misdemeanor Probation program dropped 60% for several
months. First Tennessee furloughed seven program employees.



The agency installed plexiglass in client service areas as a precautionary measure.



The Nutrition Program began providing meals through a drive-through service because
they were unable to provide congregate meals at the senior centers. The Nutrition
program saw a 10% to 15% increase in demand for meals.



Daily trips within the Transportation program decreased 60% because First Tennessee
provides on-demand service.



First Tennessee furloughed or reassigned 3 employees within the Adult Day Services
program and 8 employees within the Community Corrections program. First
Tennessee eventually rehired 4 of the furloughed employees.
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The Executive Director stated that despite these challenges, the agency was able to still provide
services to vulnerable citizens during this time. First Tennessee also estimated that they will
receive approximately $2,011,696 in CARES Act funding for the Transportation program. The
Federal Transportation Administration (FTA) reduced the local and state grant match requirements
for emergency relief within the Transportation program. First Tennessee also received $200,000
in funding for the Nutrition program.
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APPENDICES

APPENDIX FT-A
Internal Control Significant to the Audit Objectives
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) sets internal control standards for federal entities and serves
as best practice for non-federal government entities, including state and local government agencies.
As stated in the Green Book overview,10
Internal control is a process used by management to help an entity achieve its objectives . . .
Internal control helps an entity run its operations effectively and efficiently; report reliable
information about its operations; and comply with applicable laws and regulations.

The Green Book’s standards are organized into five components of internal control: control
environment, risk assessment, control activities, information and communication, and monitoring.
In an effective system of internal control, these five components work together to help an entity
achieve its objectives. Each of the five components of internal control contains principles, which
are the requirements an entity should follow to establish an effective system of internal control.
We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Risk Assessment
Principle 6
Principle 7
Principle 8
Principle 9

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Information and Communication
Principle 13
Principle 14
Principle 15

Use Quality Information
Communicate Internally
Communicate Externally

Principle 16

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

Monitoring
Principle 17

In compliance with generally accepted government auditing standards, we must determine
whether internal control is significant to our audit objectives. We base our determination of
significance on whether an entity’s internal control impacts our audit conclusion. If some, but not
all, internal control components are significant to the audit objectives, we must identify those
internal control components and underlying principles that are significant to the audit objectives.
In the following matrix, we list our audit objectives where internal control was significant and
identify which internal control components and underlying principles were significant to those
objectives.
10

For further information on the Green Book, please refer to https://www.gao.gov/greenbook/overview.
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

Control Environment

Governing Board

3

5

7

Policy Council
Executive Committee

Significance
Yes

1
Yes

2
Yes

3
No

4
No

5
No

6
No

7
No

8
No

9
No

10
Yes

11
No

12
Yes

13
No

14
No

15
No

16
No

17
No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

21 Did executive committee policy allow for
public comment at meetings?
22 Did the executive committee give public
notice before all meetings?
23 Did agency management conduct an annual
risk assessment to identify and document the
agency’s risks and controls so that
management can effectively mitigate the risks
of error, noncompliance, fraud, waste, and
abuse?
24 Is the agency in compliance with bond
requirements as outlined in statute?
25 Did employee turnover create problems with
the agency’s operations or the board and
management’s ability to meet its mission?
26 Did management have a formal, agency-wide
monitoring process to ensure program areas
track, investigate, and resolve client
complaints timely?
27 In response to the prior audit finding, did
agency management implement procedures to
ensure that personnel files contained evidence
that van drivers met all job requirements?

Yes
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28 In response to the prior audit finding, did
management adequately segregate duties over
the receipt and deposit of offender payments?

Yes

No

No

Yes

No

No

No

No

Yes

No

Yes

No

Yes

No

No

No

No

No

29 In response to the prior audit finding, did
management implement database access
controls to prevent cashiers from modifying
offender payment data without supervisor
approval?
30 Did agency management expend public
transportation formula grant funds in
accordance with federal regulations and
contract provisions?
31 Did the agency have a formal records
management policy governing public records?

Yes

No

No

Yes

No

No

No

No

Yes
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Agency Operations

Audit Objectives
Did the governing board have a policy to
address attendance for all oversight bodies
and did governing board members
consistently attend meetings?
Did the governing board have policies and
procedures in place to disclose board
members' conflicts of interest?
Did governing board policy allow for public
comment at meetings?
Did the governing board give public notice
before all meetings?
Did the policy council have policies and
procedures in place to disclose council
members’ conflicts of interest?
Did council policy allow for public comment
at meetings?
Did the policy council give public notice
before all meetings?
Did the executive committee have policies
and procedures in place to disclose committee
members’ conflicts of interest?

14
15
19
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APPENDIX FT-B
Methodologies to Achieve Objectives
Governing Board and Policy Council
To achieve our objective related to governing board attendance, including obtaining an understanding and
assessing management’s design of internal controls, we interviewed the agency’s Executive Director and reviewed
relevant statute and board bylaws. We obtained meeting minutes and sign-in sheets for the quarterly governing board
meetings held in fiscal years 2018 and 2019, and calculated attendance rates per member and per meeting.
To achieve our objectives related to the governing board’s policies and procedures for conflicts of interest,
including obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the agency’s Executive Director. We obtained and reviewed First Tennessee’s conflict-of-interest policy
and conflict-of-interest forms for members who served on the board in fiscal years 2018, 2019, and 2020. We
calculated the percentage of members who completed a conflict-of-interest form in each fiscal year.
To achieve our objective related to governing board public comment, including obtaining an understanding
and assessing management’s design of internal controls, we interviewed the agency’s Executive Director and reviewed
agency bylaws. We reviewed meeting minutes for the quarterly governing board meetings held between July 1, 2017,
and December 31, 2019, to determine if the minutes documented comments from members of the public.
To achieve our objective related to the governing board’s public notice for meetings, including obtaining an
understanding and assessing management’s design and implementation of internal controls, we interviewed the
agency’s Executive Director. We obtained meeting minutes and public notices for the quarterly governing board
meetings held between July 1, 2017, and December 31, 2019. We compared the meeting minutes to the public notices
to calculate the number of days in advance that the agency provided public notice.
For the remaining objectives, we interviewed the agency’s Executive Director and governing board chair,
and reviewed state statute and First Tennessee’s bylaws. We evaluated a list of the governing board and policy council
members during the period of July 1, 2017, through December 31, 2019, to determine whether the governing board
and policy council were composed according to statute. To determine whether the board met statutory requirements
related to employee travel regulations, a competitive bidding system, and personnel procedures, we reviewed the
agency’s policies. To accomplish our objective related to quorum standards, we reviewed meeting minutes and signin sheets for the governing board’s quarterly meetings held during our audit period.

Executive Committee
To achieve our objectives related to the executive committee’s policies and procedures for conflicts of interest,
including obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the agency’s Executive Director. We obtained and reviewed First Tennessee’s conflict-of-interest policy
and conflict-of-interest forms for members who served on the committee in fiscal years 2018, 2019, and 2020. We
calculated the percentage of members who completed a conflict-of-interest form in each fiscal year.
To achieve our objective related to executive committee public comment, including obtaining an
understanding and assessing management’s design of internal controls, we interviewed the agency’s Executive
Director and reviewed agency bylaws. We reviewed meeting minutes for the quarterly executive committee meetings
held between July 1, 2017, and December 31, 2019, to determine if the minutes documented comments from members
of the public.
To achieve our objective related to the executive committee’s public notice for meetings, including obtaining
an understanding and assessing management’s design and implementation of internal controls, we interviewed the
agency’s Executive Director. We obtained meeting minutes and public notices for the quarterly executive committee
meetings held between July 1, 2017, and December 31, 2019. We compared the meeting minutes to the public notices
to calculate the number of days in advance that the agency provided public notice.
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For the remaining objectives, we interviewed the Executive Director and governing board chair. We reviewed
relevant policies and procedures and the board bylaws to gain an understanding of the requirements for the committee.
We evaluated a list of the executive committee members who served during the period July 1, 2017, through December
31, 2019, to determine whether the executive committee was composed according to statute. To accomplish our
objective related to quorum standards, we reviewed meeting minutes and sign-in sheets for the executive committee’s
quarterly meetings held during our audit period.

Agency Operations
Risk Assessment
To achieve our objective related to risk assessment, including obtaining an understanding and assessing
management’s design of internal controls, we conducted interviews with the agency’s Transportation Director, Fiscal
Director, and Executive Director. We reviewed the risk assessments for the Transportation program to determine if
they met the requirements for a comprehensive risk assessment.
Bonds
To achieve our objective related to bonds, including obtaining an understanding and assessing management’s
design of internal controls, we interviewed management and performed a walkthrough to gain an understanding of the
bond process to determine if management secured bonds for employees. We tested the population of four bonds for
the Executive Director in effect from July 1,2017, through February 1, 2020, to determine if the bond coverage
complied with state statute.
Turnover
To achieve our objective related to turnover, including obtaining an understanding and assessing
management’s design of internal controls, we interviewed the First Tennessee Human Resources Director and the
Assistant Director, and we obtained and reviewed employee counts and terminated employee lists from the Assistant
Human Resources Director, for the period July 1, 2017, through June 15, 2020. We also obtained the annual turnover
reports and statistics that Human Resources compiles for First Tennessee management annually.
We used employee separations and average employee counts provided by management to calculate agencywide and program-specific turnover for fiscal years 2018, 2019, and 2020. We used this data to calculate an annual
average turnover rate. We also spoke with the agency’s Executive Director and program directors for Transportation
and Community Correction/Misdemeanor Probation to determine if turnover has affected the agency’s mission.
Complaint Process
To achieve our objective related to First Tennessee’s complaint process, including obtaining an
understanding and assessing management’s design and implementation of internal controls, we interviewed the
Executive Director. We judgmentally selected four programs (Transportation, Nutrition, Community Corrections and
Misdemeanor Probation); reviewed each program’s contractual agreements, policies and procedures, and complaint logs;
and spoke with Program Directors to obtain an understanding of how complaints are tracked within each program. We
also reviewed all complaints made from July 1, 2017, to February 1, 2020, to evaluate if complaints were resolved timely
and according to policy requirements.
Van Driver Personnel Files
To achieve our objective related to van driver personnel files, including obtaining an understanding and
assessing management’s design and implementation of internal controls, we interviewed the First Tennessee
Transportation Director and performed a walkthrough of the program’s procedures to gain an understanding of how
First Tennessee ensures drivers meet the criteria. We reviewed First Tennessee’s contracts with managed care
organizations to document criteria First Tennessee is required to ensure all drivers meet. We spoke with
representatives at Southeastrans, Inc. and Tennessee Carriers, Inc. to discuss why the contracts were outdated. We
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requested complete personnel files for all 20 van drivers hired by First Tennessee between July 1, 2017, and February
1, 2020, and performed testwork to ensure that First Tennessee personnel verified that van drivers met job
requirements.
Misdemeanor Probation
To achieve our objective related to Misdemeanor Probation, including obtaining an understanding and
assessing management’s design and implementation of internal controls, we interviewed the Director of Corrections
and the Johnson City office cashier. We conducted a walkthrough of the fee payment process with the Johnson City
office cashier. For our audit period, we obtained a population of program payments received; daily payment reports;
and deposit documentation for First Tennessee’s Greenville, Mountain City, Johnson City, and Carter County offices.
We also obtained an example of a monthly reconciliation of program payments; descriptions of Alpha access levels
and a list of Alpha access levels by employee; and PayPal transaction and fund transfer reports and PayPal bank
reconciliations.
Transportation Expenditures
To achieve our objective related to transportation expenditures, including obtaining an understanding and
assessing management’s design of internal controls, we analyzed First Tennessee’s transportation contracts and
selected the 5311 grant for testwork due to it being 83% of the total transportation grants received by the agency. We
interviewed and performed walkthroughs with the Director of Transportation and the Accounting Manager to gain an
understanding of the policies and procedures for procurement for 5311 grant transportation expenditures. We also
discussed allowability with the Tennessee Department of Transportation’s Assistant Director to determine how the
agency should treat allowability for 5311 grant transportation expenditures. We reviewed relevant statute and policies
and procedures to gain an understanding of the requirements for the grants. We did not perform testwork, due to the
internal control issues we found during walkthroughs.
Records Management
To achieve our objective related to records management, including obtaining an understanding and assessing
management’s design of internal controls, we interviewed First Tennessee’s Director of Operations. We also obtained
and reviewed the agency’s records management policy and walked through and observed the agency’s record storage
area.
Mission
To achieve our objective, we interviewed the agency’s Executive Director to gain an understanding of how First
Tennessee programs fulfill the agency’s mission to improve the quality of life for the people of Northeast Tennessee
through effective delivery of social services. We also interviewed First Tennessee’s governing board chair to obtain his
perspective on how well the agency is meeting its mission. We reviewed the agency’s annual reports for fiscal years 2017,
2018, and 2019, as well as the agency’s 2020 five-year strategic plan and SWOT analysis to determine what programs are
available to the service area and how many clients participated in the programs. To determine the economic condition of
First Tennessee between the previous audit and the current audit, we reviewed economic information on First Tennessee’s
service area obtained from the Transparent Tennessee website,11 which included poverty rate, three-year unemployment
rate, and per capita income for fiscal years 2016 and 2019. We also reviewed program evaluations of the Meals-on-Wheels,
In-Home Services, Transportation, Foster Grandparents, and Senior Employment programs.

11

www.tn.gov/transparenttn.html is a State of Tennessee website that serves as a “one-stop shop” for the public to
access information and statistics on a variety of topics including education, workforce development, government,
health, jobs and rural development, public safety, and criminal justice reform.
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APPENDIX FT-C
Financial Information

*Source: Obtained from an independent audit report issued by Blackburn, Childers & Steagall, PLC of First
Tennessee’s Financial Statements and Supplementary Information for the Fiscal Year Ended on June 30, 2019.
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*Source: Obtained from an independent audit report issued by Blackburn, Childers & Steagall, PLC of First
Tennessee’s Financial Statements and Supplementary Information for the Fiscal Year Ended on June 30, 2019.
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Mid-Cumberland Human Resource Agency
(Mid-Cumberland)
Mission
To help people help themselves by providing knowledge
and resources to improve the quality of life.

MID-CUMBERLAND’S SERVICE AREA

★ Nashville Regional Office

SERVICE AREA DEMOGRAPHICS

1,928,945

$85,842

total population of
Mid-Cumberland’s
service area

average annual
household income

24%

12%

are under age 18

are over age 65

12%

12%

live below the poverty level

have a disability

Source: U.S. Census Bureau, 2018 American Community Survey.

SERVICES OFFERED
Community Corrections (offered in
Cheatham, Dickson, Houston,
Humphreys, Rutherford, Stewart, and
Sumner Counties)
Collaborative Response to Elder and
Vulnerable Adult Abuse (CREVAA)
DUI School (offered in Dickson,
Houston, and Stewart Counties)
Homemaker Services
Long-Term Care Ombudsman
Meals on Wheels and Congregate Meals

Misdemeanor Probation
Public Transit
Representative Payee
Rural Planning Organization
Senior Community Service
Employment Program (offered
outside of Mid-Cumberland’s
service area, in Cumberland,
Fentress, Jackson, Macon, and
Putnam Counties only)

Workforce Innovation and
Opportunity Act (MidCumberland provides WIOA
services for MidCumberland’s, East
Tennessee’s, Southeast
Tennessee’s, Southwest
Tennessee’s, and Upper
Cumberland’s service areas)

PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department,
agency, or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior audit report was dated December 2014 and
contained 12 findings, 3 of which related to Mid-Cumberland Human Resource Agency. MidCumberland filed its report, due six months after the release of the audit report, with the
Comptroller of the Treasury on June 3, 2015.
We conducted a follow-up of the prior audit findings as part of the current audit.

RESOLVED AUDIT FINDINGS
The current audit disclosed that Mid-Cumberland resolved the previous audit finding that
the Community Corrections program did not deposit fees timely.
The current audit disclosed that Mid-Cumberland resolved their portion of the previous
audit finding concerning van driver personnel files. Specifically, the previous audit finding stated
that Mid-Cumberland staff did not maintain documentary evidence management offered one van
driver the hepatitis B vaccine. While this condition was resolved, our work revealed new
conditions related to management’s internal controls over pre-employment checks for new van
drivers and noncompliance with pre-employment requirements. See Finding MC5.

REPEAT AUDIT FINDINGS
The prior audit report also contained a finding stating that Mid-Cumberland Human
Resource Agency’s Misdemeanor Probation program should amend policy and not accept cash
payments from offenders. The current audit disclosed that Mid-Cumberland Human Resource
Agency amended its policy to not allow probation officer to accept cash payments from offenders;
however, we found that program staff accepted cash payments during our audit period. See
Finding MC4.
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MID-CUMBERLAND HUMAN RESOURCE AGENCY
MID-CUMBERLAND HUMAN RESOURCE AGENCY

GOVERNING BOARD, POLICY COUNCIL, AND EXECUTIVE COMMITTEE
Findings and Observations

Board

Council

Finding MC1 – Mid-Cumberland’s governing board and policy
council did not fill vacancies (page 129)

X

X

Finding MC2 – Mid-Cumberland’s governing board, policy council,
and executive committee members failed to attend meetings, and the
governing board conducted business without a quorum (page 131)

X

X

Finding MC3 - Mid-Cumberland policy council members do not meet
requirements established in Tennessee Code Annotated (page 135)

Exec.
Comm.

X

X

Observation MC1 – Mid-Cumberland’s governing board did not submit
updates to the agency’s travel policy and personnel procedures to the
Department of Finance and Administration (page 136)

X

Observation MC2 – Members of Mid-Cumberland’s governing board,
policy council, and executive committee should continue to improve their
process for submitting conflict-of-interest disclosure forms (page 137)

X

X

X

Observation MC3– Mid-Cumberland’s bylaws for the governing board,
policy council, and executive committee do not address public comment
at meetings (page 138)

X

X

X

Observation MC4– Mid-Cumberland’s governing board, policy council,
and executive committee did not comply with public notice and electronic
participation provisions of the Open Meetings Act (page 138)

X

X

X

AGENCY OPERATIONS
Findings and Observations
Finding MC4 – As noted in the prior audit finding, Mid-Cumberland’s Misdemeanor Probation
program’s internal controls were inadequate and created an opportunity for fraud to occur (page
140)
Finding MC5 – Mid-Cumberland’s transportation staff did not perform and maintain background
checks on employees in accordance with the agency’s contracts and policy (page 142)
Observation MC5 – Mid-Cumberland’s management should improve the agency’s internal controls by
conducting an annual risk assessment to identify operational and fiscal risks, including those related to fraud,
waste, abuse, errors, and noncompliance (page 145)
Observation MC6 – Mid-Cumberland’s management did not ensure that the agency’s bonds complied
with requirements in statute (page 145)
Observation MC7 – Mid-Cumberland’s management did not have an agency-wide complaint monitoring
process to ensure that programs track, investigate, and resolve client complaints timely (page 147)
Observation MC8 – Mid-Cumberland’s management’s records retention policy did not include
guidance concerning records destruction procedures (page 147)
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Governing Board
Mid-Cumberland’s 73-member governing board includes 12 county mayors, 12 local
agency representatives, 47 city mayors, 1 state senator, and 1 state representative (see Finding
MC1 on governing board structure). The board meets once each fiscal year, as required in bylaws,
and met in September 2018 and 2019 in Nashville. At their annual meetings, the governing board
elects officers, 4 reviews the agency’s annual report, approves the agency’s surety bonds, and
presents employee awards.
Policy Council
The policy council is comprised of 24 members: 12 human resources provider
representatives, who are the 12 county mayors on the governing board; and 12 human resource
consumer representatives, one from each county, appointed by the county mayor. The agency’s
bylaws require that the policy council meet at least four times each fiscal year.
Executive Committee
The governing board appointed an executive
committee to act for the board, as permitted by statute.
The executive committee consists of the 12 county
mayors from the governing board and the 4 officers of
the governing board.5 The agency’s bylaws require the
executive committee to meet at least four times each
fiscal year.
Executive Director
The day-to-day operations and personnel
decisions of the agency are the responsibility of the
Executive Director, who is appointed by the policy
council. The agency has approximately 430 employees.

4

MATTER FOR LEGISLATIVE
CONSIDERATION: MID-CUMBERLAND
While the governing board has
retained its authority to ratify MidCumberland’s travel, procurement,
and personnel policies and
procedures, the governing board
has appointed and authorized an
executive committee to act for it in
all other matters.
See the Matter for Legislative
Consideration on page 14.

The board elects four officers: Chair, Vice-Chair, Secretary, and a Treasurer.
The total number of executive committee members can vary if the governing board elects county mayors to serve as
officers.

5
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AUDIT CONCLUSIONS

GOVERNING BOARD, POLICY COUNCIL, AND EXECUTIVE COMMITTEE
Governing Board
1.

2.

3.

4.

5.

6.

7.

8.

Audit Objective:

Is the governing board composed according to statute?

Conclusion:

The governing board lacks representatives from local agencies in each county as required
by Section 13-26-103(a), Tennessee Code Annotated; and the state senator and
representative members were not appointed. See Finding MC1.

Audit Objective:

Did the governing board retain and fulfill its responsibility to ratify the actions of the
policy council?

Conclusion:

The governing board appointed an executive committee to act for it, including ratifying
the policy council actions, as prescribed in Section 13-26-103(a), Tennessee Code
Annotated.

Audit Objective:

Has the governing board adopted travel regulations, developed a system of competitive
bidding, and developed personnel procedures, as outlined in Section 13-26-108, Tennessee
Code Annotated?

Conclusion:

The governing board did not submit the agency’s travel policy and personnel procedures
to the Department of Finance and Administration as required by Section 13-26-108,
Tennessee Code Annotated. See Observation MC1.

Audit Objective:

Did the governing board have a policy to address attendance for all oversight bodies and
did governing board members consistently attend meetings?

Conclusion:

The governing board did not have an attendance policy and governing board members
did not consistently attend meetings. See Finding MC2.

Audit Objective:

Did the governing board meet and achieve the quorum standards established in the
bylaws and state statute?

Conclusion:

The governing board did not achieve a quorum at its meetings. See Finding MC2.

Audit Objective:

Did the governing board have policies and procedures in place to disclose board
members’ conflicts of interest?

Conclusion:

The board has a Conflict of Interest Policy and Disclosure form, but the form did not
include how frequently disclosures must be completed and did not provide space for the
members to disclose actual or potential conflicts. See Observation MC2.

Audit Objective:

Did governing board members annually complete and sign conflict-of-interest forms?

Conclusion:

The governing board members did not complete and sign annual conflict-of-interest
disclosure forms. See Observation MC2.

Audit Objective:

Did governing board policy allow for public comment at meetings?

Conclusion:

The board did not have a policy to allow public comment at meetings. See Observation
MC3.
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9.

Audit Objective:

Did the governing board give public notice before all meetings?

Conclusion:

The board did not give public notice for all meetings. See Observation MC4.

Policy Council
10. Audit Objective:
Conclusion:
11. Audit Objective:

Is the policy council composed according to the bylaws and statute?
The policy council had consumer member positions vacant during our audit period and
some consumer members did not meet statutory requirements. See Finding MC1.
Did policy council members consistently attend meetings?

Conclusion:

The policy council had low attendance and the council did not have an attendance policy.
See Finding MC2.

12. Audit Objective:

Did the policy council meet and achieve the quorum standards established in the bylaws
and state statute?

Conclusion:

The policy council’s quorum requirement did not meet statutory requirements, but the
council achieved the quorum standards established in the agency’s bylaws and state
statute. See Finding MC2.

13. Audit Objective:

Did the policy council have policies and procedures in place to disclose council members’
conflicts of interest?

Conclusion:

The policy council has a Conflicts of Interest Policy and Disclosure form, but the policy
did not say how frequently the form must be signed, and the form did not provide space
for the members to disclose actual or possible conflicts of interest. See Observation MC2.

14. Audit Objective:
Conclusion:
15. Audit Objective:
Conclusion:
16. Audit Objective:
Conclusion:

Did policy council members annually complete and sign conflict-of-interest forms?
All policy council members did not complete and sign an annual conflict-of-interest
disclosure form. See Observation MC2.
Did council policy allow for public comment at meetings?
The council did not have policies and procedures to allow for public comment at its
meetings. See Observation MC3.
Did the policy council give public notice before all meetings?
The policy council did not provide adequate public notice for all meetings.
Observation MC4.

See

17. Audit Objective:

Did the policy council document and file a determination of necessity for a
teleconference meeting?

Conclusion:

The policy council did not document and file a determination of necessity for a
teleconference meeting. See Observation MC4.

Executive Committee
18. Audit Objective:
Conclusion:

Is the executive committee composed according to the bylaws?
The executive committee is structured according to agency bylaws.
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19. Audit Objective:

Did executive committee members consistently attend meetings?

Conclusion:

The executive committee had members who did not consistently attend meetings and the
committee did not have an attendance policy. See Finding MC2.

20. Audit Objective:

Did the executive committee meet and achieve the quorum standards established in the
bylaws and state statute?

Conclusion:

The executive committee’s quorum requirement did not meet statutory requirements, but
the committee achieved the quorum standards established in the agency’s bylaws and
state statute. See Finding MC2.

21. Audit Objective:

Did the executive committee have policies and procedures in place to disclose committee
members’ conflicts of interest?

Conclusion:

The executive committee has a Conflicts of Interest Policy and Disclosure form but the
policy did not say how frequently the form must be signed, and the form did not provide
space for the members to disclose actual or possible conflicts of interest. See
Observation MC2.

22. Audit Objective:

Did executive committee members annually complete and sign conflict-of-interest forms?

Conclusion:

All executive committee members did not complete and sign an annual conflict-ofinterest disclosure form. See Observation MC2.

23. Audit Objective:
Conclusion:
24. Audit Objective:
Conclusion:
25. Audit Objective:
Conclusion:

Did executive committee policy allow for public comment at meetings?
The committee did not have policies and procedures to allow for public comment at its
meetings. See Observation MC3.
Did the executive committee give public notice before all meetings?
The executive committee did not provide adequate public notice for all meetings. See
Observation MC4.
Did the executive committee comply with statute for two teleconference meetings?
The executive committee did not comply with statute for two teleconference meetings.
See Observation MC4.

Finding MC1 – Mid-Cumberland’s governing board and policy council did not fill vacancies
Criteria and Condition
Governing Board
Section 13-26-103(a), Tennessee Code Annotated, requires that the Mid-Cumberland
governing board membership include local agency representatives from each of the 12 counties in
its service area “knowledgeable of and dealing with the problems concerning human resource
agencies” who are appointed by the county mayor or chair of the respective counties. Additionally,
the statute requires the council to include one state senator and one state representative elected by
senators and representatives with districts within the agency’s service area.
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Based on our review of Mid-Cumberland’s governing board membership, we determined
that the Mid-Cumberland governing board did not fill vacancies for local agency representatives.
We also found that both the state senate and state representative positions were vacant during our
audit period and have been vacant for ten years. (See Table 1.)
Table 1
Mid-Cumberland Governing Board Vacancies, Fiscal Years 2018–2019
Fiscal Year
2018
2019

Local Agency
Representatives
3
7

State Senator
1
1

State
Representative
1
1

Total
Vacancies
5
9

Source: Mid-Cumberland governing board member list obtained from management.

Policy Council
Section 13-26-103(d), Tennessee Code Annotated, requires that the Mid-Cumberland
policy council membership “be broadly based and equitably distributed between providers and
consumers of human resource services.” Specifically, the agency’s bylaws require the policy
council to be composed of 24 members—12 providers (the 12 county mayors) and 12 consumers.
Each consumer is “one individual from each county, appointed by the county mayor, who shall be
an eligible consumer of services.”6
Based on our review, however, Mid-Cumberland’s policy council did not have the number
of consumer members required by agency bylaws. The policy council had 3 vacancies in fiscal
year 2018 and 8 vacancies in fiscal year 2019. See Table 2.
Table 2
Mid-Cumberland Policy Council Vacancies
for Fiscal Years 2018–2019
Fiscal Year
2018

Total Vacancies
3

2019

8

Vacant Consumer Member by County
Dickson, Humphreys, and Rutherford
Dickson, Houston, Humphreys, Robertson,
Rutherford, Stewart, Sumner, and Wilson

Source: Mid-Cumberland policy council member list obtained from management.

Cause
Management stated that they informed state senate and house staff of the vacancies but did
not get a response; however, they could not provide documentation of their communication with
legislative staff. According to management, the local agency representative positions are vacant
because the county mayors did not appoint them, and some vacancies during the audit period were
a result of the 2018 local elections and turnover in the county mayor positions. Although
management stated they informed the county mayors about the vacancies, management also noted
6

Based on our office’s legal research, the consumer member should be “consuming” the human resource services to
meet the statutory requirements.
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that the county mayors are the ones who have to fill the positions. Management stated that one
county mayor said he was not ready to fill the vacancy.
Management stated that the consumer member vacancies during the audit period were a
result of the 2018 local elections and turnover in the county mayor positions. Although
management stated they informed the county mayors about the vacancies, management also noted
that the county mayors are responsible for appointing the positions.
Effect
By not filling vacancies, the board and policy council increase the risk of ineffective
oversight of the agency’s resources, personnel, and finances. And by not filling such vacancies,
the board and policy council may not include the appropriate number and types of perspectives
called for in Tennessee Code Annotated.
Recommendation
The governing board chair and the policy council chair should work with the agency’s
Executive Director to ensure vacant positions are filled timely by appropriate personnel.
Additionally, management should document their efforts to fill such vacancies.
Board’s and Management’s Comments
We concur. Board and Management will develop policies to encourage all vacancies be
filled for governing board and policy council.
Finding MC2 – Mid-Cumberland’s governing board, policy council, and executive committee
members failed to attend meetings, and the governing board conducted business without a
quorum
Condition
Governing Board Attendance and Quorum
Based on our review of Mid-Cumberland governing board member attendance, over 80%
of the governing board members did not attend the board’s annual meetings in fiscal years 2018
and 2019 (see Table 3). (See Appendix MC-D for attendance by member.)
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Table 3
Mid-Cumberland Governing Board Annual Meeting Attendance, Fiscal Years 2018–2019
7

Total Members

FY 2018
68

FY 2019
64

59

54

87%

84%

Number of Members Absent
Percent Absent

Source: Mid-Cumberland governing board meeting minutes provided by management.

We also determined that the governing board conducted business without achieving a
quorum and voted to take action on items, including:


approving minutes of prior meetings,



approving the agency’s purchase of surety bonds for employees, and



nominating governing board officers.

Based on our review of the governing board bylaws, we also determined that the agency’s
bylaws do not comply with Tennessee Code Annotated provisions for establishing a quorum. The
board’s bylaws define a quorum as 30% of the membership; but section 48-58-205, Tennessee
Code Annotated, stipulates that a “a quorum of a board of directors consists of a majority of the
directors in office immediately before a meeting begins. In no event may the charter or bylaws
authorize a quorum of fewer than the greater of one third (1/3) of the number of directors in office
or two (2) directors.” The governing board failed to meet either definition of a quorum during the
two meetings within our audit scope.
Policy Council Attendance
Based on our testwork, 8 of 21 policy council members (38%) attended less than 50% of
the 6 meetings in fiscal year 2018. In fiscal year 2019, 8 of 17 policy council members (47%)
attended less than 50% of the policy council’s 4 meetings.
Table 4
Mid-Cumberland Policy Council Meetings, Fiscal Years 2018–2019
Fiscal Year
FY 2018
FY 2019

Total Members8
21
17

Total Number of Meetings
6
4

Source: Mid-Cumberland policy council meeting minutes provided by management.

7
8

Total members is the number of members in office during the fiscal year, not including vacancies.
Total members is the number of members in office during the fiscal year, not including vacancies.
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Table 5
Details of Policy Council Members’ Attendance, Fiscal Years 2018–2019
Fiscal Year

FY 2018

FY 2019

Member
Member 3
Member 18
Member 19
Member 20
Member 22
Member 23
Member 25
Member 26
Member 3
Member 4
Member 10
Member 11
Member 18
Member 20
Member 24
Member 25

Member Details
Percent Absent
Houston County Mayor
67%
Cheatham County Consumer Member
83%
Houston County Consumer Member
100%
Montgomery County Consumer Member
100%
Stewart County Consumer Member
100%
Sumner County Consumer Member
100%
Williamson County Consumer Member
100%
Wilson County Consumer Member
100%
Houston County Mayor
100%
Houston County Mayor
100%
Rutherford County Mayor
100%
Stewart County Mayor
100%
Cheatham County Consumer Member
100%
Montgomery County Consumer Member
100%
Trousdale County Consumer Member
75%
Williamson County Consumer Member
100%

Source: Mid-Cumberland policy council meeting minutes provided by management.

Executive Committee Attendance
The agency’s bylaws require that the executive committee be composed of the governing
board officers9 and the 12 county mayors in the agency’s service area. We found that 1 of 12
executive committee members (8%) attended less than 50% of the 6 meetings held in fiscal year
2018. For fiscal year 2019, 6 of 17 executive committee members (35%) attended less than 50%
of the 5 meetings held (see Table 7).
Table 6
Mid-Cumberland Executive Committee Meetings, Fiscal Years 2018–2019
Fiscal Year
FY 2018
FY 2019

Total Members
12
17*

Total Number of Meetings
6
5

* Due to the timing of elections, some counties were represented by two different mayors in the same fiscal year.
Source: Mid-Cumberland executive committee meeting minutes provided by management.

9

During our audit period, the governing board officers were also county mayors.
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Table 7
Details of Executive Committee Members’ Attendance, Fiscal Years 2018–2019
Fiscal Year
FY 2018
FY 2019

Member
Member 3
Member 2
Member 4
Member 6
Member 10
Member 11
Member 17

Member Details
Houston County Mayor
Dickson County Mayor
Houston County Mayor
Montgomery County Mayor
Rutherford County Mayor
Stewart County Mayor
Wilson County Mayor

Percent Absent
67%
60%
100%
60%
100%
100%
60%

Source: Mid-Cumberland executive committee meeting minutes provided by management.

Criteria
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) provides a comprehensive framework for internal control
practices in federal agencies and serves as a best practice for other governmental entities. Green
Book Principle 1.03 states,
The oversight body and management lead by an example that demonstrates the
organization’s values, philosophy, and operating style. The oversight body and
management set the tone at the top and throughout the organization by their example, which
is fundamental to an effective internal control system.

Principle 1.04 states,
The oversight body’s and management’s directives, attitudes, and behaviors reflect the
integrity and ethical values expected throughout the entity. The oversight body and
management reinforce the commitment to doing what is right, not just maintaining a
minimum level of performance necessary to comply with applicable laws and regulations,
so that these priorities are understood by all stakeholders, such as regulators, employees,
and the general public.

Cause
The Executive Director stated the governing board, policy council, and executive
committee do not have attendance policies. Additionally, the Executive Director and Director of
Operations stated that they were not aware of the quorum requirements in Section 48-58-205(a),
Tennessee Code Annotated, but that they would suggest to the governing board and policy council
that the bylaws be amended to comply with statute.
The Executive Director also stated that the local agency representatives and city mayors
depend on the county mayors to be the driving force of the governing board, and although local
agency members and city mayors are invited to the annual governing board meeting, busy
schedules, including full-time jobs, and the distance to travel make it more difficult for them to
attend. The Executive Director stated that management realizes that policy council attendance is
a problem because of consumer members’ time restrictions and other obligations, but that this does
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not prevent the agency from meeting its mission to provide services. The Executive Director stated
that the county mayors had scheduling conflicts and other county government obligations.
Effect
By failing to attend meetings, governing board and committee members increase the risk
of ineffective oversight and governance of personnel, fiscal, and program areas. Additionally,
Tennessee Code Annotated prohibits conducting business without achieving a quorum.
Recommendation
The governing board chair, policy council chair, and executive committee chair should work
with the Executive Director to develop policies and procedures to ensure sufficient attendance to
conduct business.
Board’s and Management’s Comments
We concur. Board and Management will develop attendance policies to encourage and
monitor board member attendance recognizing the statutory limitations of the Human Resource
Agency Act of 1973. Additionally, we will develop specific attendance policies for all non-elected
board members encouraging removal of non-attending members.
Finding MC3 – Mid-Cumberland policy council members do not meet requirements
established in Tennessee Code Annotated
Criteria
According to Section 13-26-103(d), Tennessee Code Annotated, the 24-member MidCumberland policy council should be “broadly based and equitably distributed between providers
and consumers of human resource services.” Tennessee Code Annotated does not explicitly define
human resources services, providers, or consumers.
Condition
According to its bylaws, the Mid-Cumberland policy council appoints the 12 county mayors
within its service area as human resource services providers, even though such officials do not
provide such services as part of their job duties. Additionally, the county mayors appointed
municipal officials, such as budget officers and members of the chamber of commerce, as
consumers of human resources services, even though such individuals do not use the services
provided by the agency.
Cause
According to agency management, they believe that county mayors fulfill the statutory
intent of “providers of services.”
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Effect
By not appointing a sufficient number of providers and consumers of the agency’s services,
the policy council increases the risk of not having the perspectives and viewpoints called for in
Tennessee Code Annotated.
Recommendation
The chair of the governing board and the Executive Director should ensure that the policy
council includes both human resources services providers and consumers.
Board’s and Management’s Comments
We concur. Board and Management will work with legal counsel to ensure agency bylaws are amended to comply with Section 13-26-103(d), Tennessee Code Annotated, ensuring the
policy council is “broadly based and equitably distributed between providers and consumers of
human resource services.”
Observation MC1 – Mid-Cumberland’s
governing board did not submit updates to the
agency’s travel policy and personnel procedures
to the Department of Finance and Administration
Mid-Cumberland management could not
provide documentation that the governing board
submitted the agency’s current travel policy and
personnel procedures to the Department of Finance
and Administration (F&A) for approval, as required
by statute. Without oversight by the state’s
regulatory body to ensure travel and personnel
policies are in line with the state’s policies and
procedures, the board increases the risk that the
HRA is not complying with the intent of the state
statute. The governing board chair should work
with the Executive Director to develop and
implement internal control procedures to ensure
that the governing board complies with statutory
requirements for filing and receiving approval of its
policies and procedures.

Section 13-26-108, Tennessee Code
Annotated, states that the governing
board of each human resource agency
must
(1) Jointly adopt statewide uniform travel
regulations subject to the approval of the
commissioner of finance and
administration and reimburse its officers
and employees for official travel in
conformance with such regulations; and
(3) Develop written personnel
procedures to be filed with the
commissioner of finance and
administration for the hiring, promotion,
demotion and dismissal of all employees
and include an employee compensation
plan based on a salary comparability
analysis, which takes into account state
salary schedules, local government
salary schedules, and regional private
market variations.

This matter is also discussed in the Matter for Legislative Consideration on page 14 of this
report.
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Observation MC2 – Mid-Cumberland’s governing board, policy council, and executive committee
should continue to improve their process for submitting conflict-of-interest disclosure forms
Based on our review, the members of Mid-Cumberland’s governing board, policy council,
and executive committee did not submit annual conflict-of-interest disclosure forms. See Table 8.
Table 8
Mid-Cumberland Governing Board, Policy Council, and Executive Committee Members’
Annual Submission of Conflict-of-Interest Disclosure Forms
Fiscal Years 2018–2020
Governing Body

Fiscal Year

Members

Submitted
Forms

Governing Board
Governing Board
Governing Board
Policy Council
Policy Council
Policy Council
Executive Committee
Executive Committee
Executive Committee

2017-2018
2018-2019
2019-2020
2017-2018
2018-2019
2019-2020
2017-2018
2018-2019
2019-2020

68
64
64
21
17
22
12
12
12

12
12
36
14
14
22
11
11
12

Percentage of
Members That
Submitted Forms
18%
19%
56%
67%
82%
100%
92%
92%
100%

Source: Mid-Cumberland conflict-of-interest disclosure forms provided by management.

As noted in our review, after management implemented an electronic process for
requesting and submitting signed conflict-of-interest statements in fiscal year 2020, the number of
members that submitted forms increased.
Additionally, based on our review of the conflict-of-interest process, we determined that
the Mid-Cumberland conflict-of-interest policy did not specify that members should submit forms
annually. Additionally, the policy did not direct members to identify or list potential conflicts of
interest on the conflict-of-interest disclosure form; instead, members only sign the form, agreeing
to having read the conflict-of-interest policy, provide assurance as to not having a relationship with
a long-term care facility, and attest to having no conflicts of interest or the appearances of conflicts
of interest.
We encourage the Mid-Cumberland governing board and management to continue their
efforts to improve conflict-of-interest processes. To ensure transparency and avoid the appearance
of conflicts-of-interest, management should update the conflict-of-interest policy to require annual
submissions of conflict-of-interest disclosure forms and update the forms to list other potential
conflicts of interest.
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Observation MC3 – Mid-Cumberland’s bylaws for the governing board, policy council, and
executive committee do not address public comment at meetings
Mid-Cumberland’s bylaws do not address public comment at meetings. According to the
chair of the governing board and Mid-Cumberland management, the public does not attend meetings;
therefore, the oversight bodies have not considered amending bylaws to allow public comment
during meetings. Management also indicated that concerned citizens may individually approach
their county mayors with concerns. To ensure the public can comment on their actions, MidCumberland’s oversight bodies should develop a policy or amend bylaws to ensure the public has
the opportunity to make comments at meetings.
Observation MC4 – Mid-Cumberland’s governing board, policy council, and executive committee
did not comply with public notice and electronic participation provisions of the Open Meetings Act
Prior Public Notice
Based on our review of Mid-Cumberland’s governing board, policy council, and executive
committee meetings, the board and committee did not comply with adequate public notice
provisions found in Title 8, Chapter 4, Tennessee Code Annotated, the Tennessee Open Meetings
Act. Pursuant to Section 8-44-103, Tennessee Code Annotated, all meetings of governmental
bodies must “give adequate public notices of such meeting.” Mid-Cumberland’s governing board
and executive committee did not provide prior public notice for three meetings. See Table 9.
Table 9
Mid-Cumberland Governing Board and Executive Committee Meetings
Without Prior Notice for Fiscal Years 2018–2019
Oversight Body
Governing Board
Executive Committee
Executive Committee

Meeting Date
September 18, 2019
October 5, 2017
July 23, 2018

Source: Mid-Cumberland public notices for executive committee meetings provided by management.

Electronic Participation
Pursuant to Section 8-44-108(c)(2), Tennessee Code Annotated, if a governing body allows
electronic participation, the prior notice must include a statement to that effect. and allow the
pubic to hear all participants from the physical location of the meeting. Additionally, Section 844-108(b)(2) and (3) stipulates when a governing body determines that electronic participation is
necessary to achieve a quorum, the body must include the determination of necessity and the
reasons in the meeting minutes; additionally, the governing body must file the determination with
the secretary of state within two business days.
Mid-Cumberland’s policy council held a meeting on October 5, 2017, where a majority of
members participated by conference call. The public notice for the meeting did not state that the
meeting would “allow participation by electronic or other means of communication.” The meeting
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minutes did not document a determination of necessity for the meeting, and a determination was
not filed with the Secretary of State.
Mid-Cumberland’s executive committee held two meetings where all or a majority of
members participated by conference call. The minutes for the first, on October 5, 2017, did not
document a determination of necessity for the meeting, and a determination was not filed with the
Secretary of State.
The minutes for the second executive committee meeting held by conference call on July
23, 2018, included the determination of necessity, but the committee did not file that determination
with the Secretary of State.
The Mid-Cumberland’s governing board, policy council, and executive committee should
ensure compliance with the provisions found in Title 8, Chapter 4, Tennessee Code Annotated, the
Tennessee Open Meetings Act.

AGENCY OPERATIONS
26. Audit Objective:

Did agency management conduct an annual risk assessment to identify and document
the agency’s risks and controls so that management can effectively mitigate the risks of
error, noncompliance, fraud, waste, and abuse?

Conclusion:

Mid-Cumberland Human Resource Agency management did not conduct annual risk
assessments to identify operational and fiscal risks, including those related to fraud,
waste, abuse, errors, and noncompliance. See Observation MC5.

27. Audit Objective:

Is the agency in compliance with bond requirements as outlined in statute?

Conclusion:

Mid-Cumberland’s management did not have written procedures for bonding and bonds
were not in compliance with statute. See Observation MC6.

28. Audit Objective:

Did employee turnover create problems with the agency’s operations or the board and
management’s ability to meet the agency’s mission?

Conclusion:

Mid-Cumberland’s management hired a consultant to conduct an agency-wide
compensation study. Management shared the study results with the agency’s policy council
along with a plan to increase employee compensation over a period of time.

29. Audit Objective:

Did management have a formal, agency-wide monitoring process to ensure program
areas track, investigate, and resolve client complaints timely?

Conclusion:

Management did not have a formal, written agency-wide monitoring process to ensure
program areas track, investigate, and resolve client complaints timely. Complaints are
handled within each program; however, upper management did not have a formal review
process to ensure the complaint process is working as intended. See Observation MC7.

30. Audit Objective:

In response to the prior finding, did agency management implement procedures to ensure
that personnel files contained evidence that van drivers met all job requirements?
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Conclusion:

Based on our testwork, management corrected the condition for pre-employment checks
for Hepatitis B vaccines; however, we found new conditions where van driver personnel
files did not contain evidence that transportation staff had completed background and
registry checks on drivers in accordance with the agency’s contracts, grant agreements
and policy. See Finding MC5.

31. Audit Objective:

In response to the prior audit finding, did management implement policies and
procedures to ensure the timely deposit of collections from offender payments for the
Community Corrections program?

Conclusion:

We found that management implemented policies and procedures and based on our
testwork deposited offender payments timely, with minor deficiencies.

32. Audit Objective:

In response to the prior audit finding, did management implement a policy to ensure
probation officers did not accept cash from offenders for probation fees?

Conclusion:

Management implemented a policy that probation officers could not accept cash
payments from offenders. However, management did not have controls sufficient to
ensure staff was following policy, which created an opportunity for fraud. See Finding
MC4.

33. Audit Objective:

Did the agency have a formal records management policy governing public records?

Conclusion:

Management has a records management policy, but the policy did not include a record
retention schedule or provide a detailed process for the destruction of records. See
Observation MC8.

34. Audit Objective:

Is Mid-Cumberland’s governing board and management operating and conducting
activities to meet the statutory mission, as prescribed in Tennessee Code Annotated?

Conclusion:

Although we found internal control deficiencies, we found that management is still
operating and conducting activities to meet the statutory mission to serve as the delivery
system for human resources. We also found that the board and management assist the
community by presenting knowledge and resources to assist the public in improving
quality of life. While agency management did not conduct annual needs assessments,
they do complete a Strategic Plan and Strengths, Weaknesses, Opportunities, and Threats
(SWOT) analysis every five years that evaluates how the agency is meeting its mission.

Finding MC4 – As noted in the prior audit finding, Mid-Cumberland’s Misdemeanor
Probation program’s internal controls were inadequate and created an opportunity for
fraud to occur
Results of the Prior Audit
In the prior audit, we reported that Mid-Cumberland’s Misdemeanor Probation program’s
probation officers accepted cash from offenders for their supervision fees. Without strong internal
controls and segregation of duties, fraud could occur. In response to the finding, management
stated that they had retrained probation staff and reinforced the policy that offenders must pay
using money orders rather than cash.
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Current Audit
Although management had retrained staff and reiterated to staff that the policy did not
allow officers to accept cash from offenders as payments for fees, our testwork found that one
probation officer still accepted cash payments, resulting in fraud.
Condition, Cause, and Criteria
Based on our review, we found that for 12 of 25 supervision fee receipts tested (48%), a
probation officer accepted a total of $545 in cash payments from offenders between October 2017
and November 2019. The probation officer recorded the payment type as money orders in the
agency’s case management system. Based on our review and discussions with the Director of
Correctional Services, we found that she had not required the case officers to submit copies of money
orders or cashier checks collected from the offenders and did not reconcile actual deposit records to
the payment types to ensure officers were collecting fees through money orders or cashier’s checks.
After we reported this to Mid-Cumberland management, the Internal Auditor completed
an investigation and determined that the officer took $14,000 over a four-year period; as a result,
management terminated the officer’s employment. Management also changed the process to
require offenders to pay supervision fees online through a third-party vendor, beginning in October
2020. The Comptroller of the Treasury’s Division of Investigations is currently reviewing this
issue, and the results of their review will be disclosed in a separate report.
Mid-Cumberland’s Misdemeanor Probation program policy, “Collection of Payments,”
states that they will not accept cash. The only authorized payments will be money orders or
cashier’s checks. Additionally, Green Book Principle 16.05 states,
Management performs ongoing monitoring of the design and operating effectiveness of
the internal control system as part of the normal course of operations. Ongoing
monitoring includes regular management and supervisory activities, comparisons,
reconciliations, and other routine actions.

Effect
Without establishing strong internal controls, management cannot effectively meet the
agency’s mission and operating objectives and also mitigate risks of fraud, waste, and abuse
associated with operational and financial risks.
Recommendation
The Director of Correctional Services should design and implement internal controls to
ensure probation officers do not accept cash for supervision fees. Management should conduct an
annual risk assessment to identify risks associated with operations, fiscal management, fraud, waste,
abuse, and errors. Management should implement effective controls to address the risks noted in
this finding. Based on their own risk assessment, management should assign staff to be responsible
for ongoing monitoring of the risks and mitigating controls, and take action if deficiencies occur.
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Board’s and Management’s Comments
We concur. Management has reviewed and updated internal controls to mitigate risk of
fraud. This update included purchasing an additional module permitting online portal payments
with our current case management software company. This will allow payments to be rendered
online and deposited directly into Mid-Cumberland accounts.
Finding MC5 – Mid-Cumberland’s Transportation staff did not perform and maintain
background checks on employees in accordance with the agency’s contracts and policy
Mid-Cumberland’s Transportation program administers transportation for a diverse group
of clients and purposes, including non-emergency medical transportation. Under contract
arrangements, Mid-Cumberland provides transportation services to the Tennessee Department of
Transportation; Southeastrans, Inc.; and Tennessee Carriers, Inc. In accordance with contract
terms, Tenncare’s policies and procedures, and Mid-Cumberland’s hiring policies, MidCumberland’s management should ensure that van drivers meet certain standards before they are
hired and that they maintain those standards.
Results of the Prior Audit
In the prior audit, we reported that Mid-Cumberland’s Transportation program did not
ensure that pre-employment checks for van driver personnel files had documentation that drivers
met all required job criteria; specifically, we reported that a driver’s personnel file did not include
evidence that they had been offered Hepatitis B vaccines. In response, management stated it would
improve its documentation maintained in employee files.
Current Audit
Based on our testwork, management corrected the condition for pre-employment checks
for Hepatitis B vaccines; however, we found new conditions where van driver personnel files did
not contain evidence that transportation staff had completed background and registry checks on
drivers prior to transporting clients for the agency.
Criteria, Condition and Cause
Mid-Cumberland’s Employee Handbook states that applicants for employment will be
subject to pre-employment criminal background, and abuse registry checks. Additionally, the
agency’s contracts with Southeastrans and Tennessee Carriers require that the following checks
are conducted for all drivers prior to providing services to clients,


criminal background checks;



Tennessee and National Sexual Offender Registries checks; and



List of Excluded Individuals and Entities (LEIE) and Excluded Parties List System
(EPLS) checks.
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The Tennessee Carriers contract requires the checks listed above and the following additional prehire checks to be performed,


Tennessee Abuse Registry; and



Tennessee Felony Offender Registry (FOIL).

During our audit period, Mid-Cumberland utilized private companies,
HireRight and DataFacts, to perform the criminal background and registry checks
on van drivers. We found, however, that the results page on the background check
report provided by the vendors to Mid-Cumberland stated the criminal
background result but did not state the specific registries checked as part of the
criminal background check. According to the Director of Transportation and our review of the
vendor agreements, the agreements did not specify which registry checks were included and in
what form the results should be returned to the agency. In addition, the director stated that staff
were also performing registry checks because that was staff practice.
We selected a sample of 60 van driver personnel files to test if the vendor and agency staff
had performed necessary pre-employment checks. We identified deficiencies in the performance
of background checks as shown in Table 10. According to the Transportation Director, the registry
checks that were not completed or completed late were a result of staff errors.
Table 10
Testwork Results of Employee Background Checks

Completed
Pre-Hire
Checks
Completed
After Hire
but Before
Contact
With Clients
Completed
After
Contact
With Clients
Not
Completed
or Not
Documented

Criminal
Background
Check

TN Sex
Offender
Registry

National
Sex
Offender
Registry

TN Abuse
Registry

LEIE

EPLS/
SAM

FOIL

58 of 60
employees
(97%)

6 of 60
employees
(10%)

5 of 50
employees
(8%)

0 of 60
employees
(0%)

3 of 60
employees
(5%)

3 of 60
employees
(5%)

0 of 60
employees
(0%)

2 of 60
employees
(3%)

43 of 60
employees
(72%)

46 of 60
employees
(77%)

-

50 of 60
employees
(83%)

48 of 60
employees
(80%)

-

-

5 of 60
employees
(8%)

5 of 60
employees
(8%)

-

4 of 60
employees
(7%)

4 of 60
employees
(7%)

-

-

6 of 60
employees
(10%)

4 of 60
employees
(7%)

60 of 60
employees
(100%)

3 of 60
employees
(5%)

5 of 60
employees
(8%)

60 of 60
employees
(100%)

Source: Mid-Cumberland van driver personnel files.
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For the 60 sample items we tested, we reperformed the checks for the Tennessee Felony
Offender Registry and Tennessee Abuse registry, and we did not find information on any
employees that should have disqualified them from service.
Effect
When management does not design and implement internal control processes to ensure that
staff or their vendor perform all required pre-employment activities for drivers, including
documented reviews, the risk that the agency will employ drivers who do not meet the minimum
qualifications increases. Without a clear, binding agreement in place governing background
checks and registry reviews, the vendor may not be meeting management’s needs and management
may be unaware of the deficiency. When the agency hires drivers without knowing that they meet
these standards, management increases the agency’s liability and compromises the safety of the
agency’s Transportation clients.
Subsequent to the completion of our field work, management contacted their background
check vendors, DataFacts and HireRight. Management obtained letters from both vendors stating
that the background check reports conducted included the registry checks. Additionally, after our
field work was completed, management requested that its current vendor, DataFacts, separately
identify the name of each registry checked on the background results page. Management provided
an example of a November 2020 background check with a results page listing each registry
checked.
Recommendation
The Executive Director should ensure that management and staff keep accurate and
complete records of background check results. The Executive Director should direct management
to conduct a comprehensive review to ensure that all employees have complete background check
results on file. The Executive Director should ensure that management implement sufficient
controls to ensure that staff and vendors have conducted accurate, complete background checks.
The Transportation Director should implement procedures to ensure that the agency obtains all
background checks and registry reviews or performs registry reviews prior to authorizing the hiring
of the van drivers.
The Executive Director and Transportation Director should work with its vendor to include
the results of all required registry reviews on the background check results page. The
Transportation Director should ensure that those staff responsible for hiring the drivers obtain and
retain all the required documentation prior to the hiring decisions.
Board’s and Management’s Comments
We concur. Management will amend current vendor contract to assure all required checks
are explicitly identified in contract and listed on background check reports. Additionally,
Management will direct a comprehensive review of transportation personnel files to assure
complete background checks are on file.
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Observation MC5 – Mid-Cumberland’s management should improve the agency’s internal
controls by conducting an annual risk assessment to identify operational and fiscal risks, including
those related to fraud, waste, abuse, errors, and noncompliance
An ongoing and documented risk assessment process is a basic component of internal
control which allows management to eliminate or mitigate the risks that could affect an agency’s
overall mission, financial resources, or compliance with state law or other regulatory requirements.
An effective risk assessment identifies risks to operational objectives and describes the controls
used by management to mitigate the risks of errors, noncompliance, fraud, waste, and abuse within
the agency. Currently, agency management conducts activities that assist them with evaluating
how well management and program staff meet program requirements and operational benchmarks
and goals. Although these activities help management identify areas of concern, these activities
do not fulfill the same purpose as an annual risk assessment and do not identify risks, the likelihood
or potential impacts of those risks, and the agency’s mitigating controls.
Management should conduct and document an annual risk assessment to identify risks that
could prevent the agency from meeting the agency’s operational and fiscal goals and mission,
including those risks related to compliance with laws and financial matters such as errors, fraud,
waste, and abuse. For risks with either a high likelihood of occurring or a high impact if they do
occur, management should identify internal controls to prevent and detect them. As part of
management’s ongoing monitoring of their control processes, if deficiencies are identified,
management should evaluate their controls to determine if new controls need to be implemented
or if existing controls need to be reassessed and redesigned.
Observation MC6 – Mid-Cumberland’s management did not ensure that the agency’s bonds
complied with requirements in statute
Section 13-26-110, Tennessee Code Annotated, requires human resource agencies (HRAs)
to bond “any board member, policy council member,
Bonds protect the human
employee, officer, or any authorized person . . . who receives
resource agency from
public funds, has the authority to make expenditures from
financial
loss due to employee
public funds, or has access to any public funds.” Bonding
dishonesty or negligence.
these individuals protects the agency from incurring financial
losses due to employee theft or dishonesty. Based on our
review and discussions with management, we identified internal control deficiencies and
noncompliance in Mid-Cumberland’s bond processes:


Mid-Cumberland had insufficient insurance coverage for employees who were not
individually bonded, 10 and the insurance coverage was less than the $400,000 per
occurrence required by statute. For employees not individually bonded, management
relied on the insurance company to set the coverage amount.

10

Based on our office’s legal research, the Human Resource Agencies, including Mid-Cumberland, met with COT
management and discussed the cost of acquiring individual bonds for all board members and staff required to be
bonded. The agencies, including Mid-Cumberland, obtained an employee dishonesty insurance policy to cover
potential losses from employees not individually bonded.
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Bond amounts were based on the agency’s projected revenues instead of the agency’s
most recent audited financial statements, as required by statute. As a result, 5 of the 21
bonds obtained during our audit period (24%) were $13,000 less than the minimum
coverage amounts required by statute. The Director of Operations stated that the agency
calculated the bonds using the formula in statute; however, they used the agency’s
budgeted revenues instead of the most recent audited financial statements. The Director
of Operations stated that going forward, he will ensure that bonds meet or exceed the
required amounts based on the most recent audited revenues.

Section 13-26-110(c)(1), Tennessee Code Annotated, states that when calculating
minimum bond amounts, HRAs must use the “revenues . . . as reported in the last audit approved
by the comptroller of the treasury.” Additionally, Section 13-26-110 requires that the HRAs bond
board members, policy council members, employees, officers, and other authorized persons of an
HRA who handle public funds. However, Section 8-19-101(e)(2)(B)(i), Tennessee Code
Annotated, states that if the HRA obtains a policy in accordance with subdivision (e)(2)(a), it shall
be deemed a blanket official bond for those individuals handling public funds. Subdivision
(e)(2)(a) states that the HRAs may
Obtain and pay the premiums or other costs with respect to a policy of insurance issued by
an insurance company duly authorized to do business in this state or an agreement with a
pool established pursuant to § 29-20-401 or any entity established pursuant to § 29-20401(b)(2) for administration of such agreement, that provides government crime coverage,
employee dishonesty insurance coverage, or equivalent coverage that insures the lawful
performance by officials and their employees of their fiduciary duties and responsibilities.
Any such policy or agreement maintained shall have limits of not less than four hundred
thousand dollars ($400,000) per occurrence [emphasis added].

We determined that the agency had no written procedures for determining who requires
bonding, the process for obtaining bonds, and the calculation of bond amounts to meet
requirements in statute. According to the Director of Operations, management had not
documented formal procedures because the statute was unclear; therefore, management was unsure
which employees to bond. Additionally, the Director stated that management did have a process
to review bond amounts, but they did not document their review. The Director and the Executive
Director stated that management would begin documenting their review of bond amounts.
According to Green Book Principles 3.09 and 3.10,
Management develops and maintains documentation of its internal control system. . . .
Effective documentation assists in management’s design of internal control by establishing
and communicating the who, what, when, where, and why of internal control execution to
personnel. Documentation also provides a means to retain organizational knowledge and
mitigate the risk of having that knowledge limited to a few personnel, as well as a means
to communicate that knowledge as needed to external parties, such as external auditors.

When employees and management are not properly bonded, the risk increases that, in the
event of fraud, waste, or abuse, the agency could sustain financial losses for which it is not
adequately covered. Management should develop formal written procedures and establish
adequate controls to ensure the agency’s bonding process complies with statute.
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Observation MC7 – Mid-Cumberland’s management did not have an agency-wide complaint
monitoring process to ensure that programs track, investigate, and resolve client complaints timely
Mid-Cumberland’s management did not have agency-wide complaint policies and
procedures to inform the Executive Director and the oversight bodies about all complaints.
Furthermore, management did not track complaints for data trends and additional information
beyond employee productivity, although doing so could help assess risks and concerns for the
agency and its customers. From our review of four programs, we found that while four programs
had their own individual complaint procedures, only two programs tracked complaints.
When we asked first the Executive Director and then the Program Directors how many
overall complaints Mid-Cumberland had received, we received inconsistent information. The
Executive Director provided a document that showed only three complaints were received for two
programs for our audit period; however, individual Program Directors provided us with additional
complaints that were not on the Executive Director’s documentation. According to the Executive
Director, she only documents complaints that are specifically forwarded to her; thus, she was
unaware of any complaints that were not brought to her attention. Some examples of what we
found during our review of the complaint procedures and complaint logs include the following:


One program’s complaint log did not include the date complaints were resolved,
making it difficult to track resolution with the program’s stated policy.



Two programs did not document verbal complaints or have a resolution deadline.



One program only tracks discrimination complaints. Clients can report other
complaints in customer satisfaction surveys, which are handled through job centers, but
the program did not formally track these complaints.

Without sufficient complaint guidance, the agency may not handle citizens’ complaints in
a timely manner, if at all, which could result in serious issues not being investigated and resolved.
To assess risks related to public safety and to provide accountability for citizens’ concerns, the
Executive Director and Mid-Cumberland’s oversight bodies should implement agency-wide
policies and procedures to track client complaints across all programs.
Observation MC8 – Mid-Cumberland’s management’s records retention policy did not include
guidance concerning records destruction procedures
Mid-Cumberland management has adopted a written “Records Retention and Access
Policy,” but we found that it did not include procedures for destroying records. As a result,
management could not provide any documentation of records that were destroyed. State law
requires the Public Records Commission to determine and order the proper disposition of the
state’s public records11 and to direct the Tennessee Department of State’s Records Management
11

Section 10-7-301(6), Tennessee Code Annotated, defines public records as “all documents, papers, letters, maps,
books, photographs, microfilms, electronic data processing files and output, films, sound recordings, or other material,
regardless of physical form or characteristics made or received pursuant to law or ordinance or in connection with the
transaction of official business by any governmental agency.”
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Division to initiate any action necessary to establish the regulation of record holding and
management in any state agency. In order to achieve efficient control and regulation of public
records, the Records Management Division uses Records Disposition Authorizations (RDAs),
which are retention schedules detailing how to maintain public records.
The human resource agencies are quasi-governmental agencies; they are registered as
nonprofit organizations with the Tennessee Secretary of State’s office, but they are designated in
statute as bodies politic. Based on inquiries with the Tennessee Secretary of State’s office, the
human resource agencies are not subject to the state’s Public Records Commission’s authority;
therefore, they do not have to follow the state’s RDAs. However, the Tennessee Public Records
Act includes provisions for state, county, and municipal governments to adopt policies for their
public records; therefore, it is clearly the intent for all government entities to adopt appropriate
record retention and disposition policies. Public officials are legally responsible for creating and
maintaining records to provide evidence of government operations and accountability to citizens.
Management stated they were not aware of the best practices developed by the Department
of State’s Records Management Division. Instead, a consulting firm, designed the agency’s
records policy using federal guidelines and circulars. According to management, they would
revise their policy to include the state’s records management guidelines, Records Management
Best Practices and Procedures.
Without proper documentation covering records management and disposition, confidential
documents and important records could be prematurely destroyed. The Executive Director should
ensure that the agency’s “Records Retention and Access Policy” includes policies and procedures
for records destruction.

COVID-19 IMPACT AND AGENCY RESPONSE
(Unaudited)

During our audit period, the COVID-19 virus impacted operations at Mid-Cumberland
Human Resource Agency. We interviewed management to gather information, and the Executive
Director provided these examples of the impact on the agency’s operations:


county courthouses closed affecting the Misdemeanor Probation program;



the agency’s non-critical staff transitioned to working from home;



the agency temporarily furloughed staff by reducing their work hours to less than 20
hours per week affecting 120 transportation employees, 42 Meals-on-Wheels program
employees, and 4 in-home services program employees;



the agency increased its cleaning procedures;



programs had increased referrals for services from the community for nutrition, inhome services, and unemployment benefits; and



the agency decreased its transportation services to critical-only trips.
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The Executive Director stated that despite these challenges, the agency was able to still provide
services to vulnerable citizens during this time.
CARES Act Funding
Agency management said the agency anticipates receiving Coronavirus Aid, Relief, and
Economic Security (CARES) Act funding for the Transportation program and the Meals-OnWheels program, although the exact amounts were not known at the time.
Table 11
CARES Act Funding
CFDA Number
20.509
93.045

Program Name (Agency Program)
Formula Grants for Rural Areas and Tribal Transit
Program (Transportation)
Special Programs for the Aging, Title III, Part C,
Nutrition Services (Elderly Nutrition – Meal Services)

Amount
$3,500,000
estimated
unknown12

Source: Mid-Cumberland management.

12

The Meals-On-Wheels program will also receive CARES ACT funding, but the amount of funding was not known
at the time of our request.
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APPENDIX 1

APPENDICES

APPENDIX MC-A
Internal Control Significant to the Audit Objectives
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) sets internal control standards for federal entities and serves
as best practice for non-federal government entities, including state and local government
agencies. As stated in the Green Book overview,13
Internal control is a process used by management to help an entity achieve its objectives
. . . Internal control helps an entity run its operations effectively and efficiently; report
reliable information about its operations; and comply with applicable laws and
regulations.

The Green Book’s standards are organized into five components of internal control: control
environment, risk assessment, control activities, information and communication, and monitoring.
In an effective system of internal control, these five components work together to help an entity
achieve its objectives. Each of the five components of internal control contains principles, which
are the requirements an entity should follow to establish an effective system of internal control.
We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Risk Assessment
Principle 6
Principle 7
Principle 8
Principle 9

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Information and Communication
Principle 13
Principle 14
Principle 15

Use Quality Information
Communicate Internally
Communicate Externally

Principle 16

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

Monitoring
Principle 17

In compliance with generally accepted government auditing standards, we must determine
whether internal control is significant to our audit objectives. We base our determination of
significance on whether an entity’s internal control impacts our audit conclusion. If some, but
not all, internal control components are significant to the audit objectives, we must identify those
internal control components and underlying principles that are significant to the audit objectives.
13

For further information on the Green Book, please refer to https://www.gao.gov/greenbook/overview.
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In the following matrix, we list our audit objectives where internal control was significant and
identify which internal control components and underlying principles were significant to those
objectives.
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Control Environment

Governing Board

4

6

8
9

Executive Committee

Policy Council

13

15
16
17

21

23
24
25
26

27
28

Agency Operations

29

31

Audit Objectives
Significance
Did the governing board have a policy to
Yes
address attendance for all oversight bodies
and did governing board members
consistently attend meetings?
Did the governing board have policies and
Yes
procedures in place to disclose board
members' conflicts of interest?
Did governing board policy allow for public
Yes
comment at meetings?
Did the governing board give public notice
Yes
before all meetings?
Did the policy council have policies and
Yes
procedures in place to disclose council
members' conflicts of interest?
Did council policy council allow for public
Yes
comment at meetings?
Did the policy council give public notice
Yes
before all meetings?
Did the policy council document and file a
Yes
determination of necessity for a
teleconference meeting?
Did executive committee members have
Yes
policies and procedures in place to disclose
committee members’ conflicts-of-interest?
Did executive committee policy allow for
Yes
public comment at meetings?
Did the executive committee give public
Yes
notice before all meetings?
Did the executive committee comply with
Yes
statute for two teleconference meetings?
Yes
Did agency management conduct an annual
risk assessment to identify and document the
agency's risks and controls so that
management can effectively mitigate the risks
of error, noncompliance, fraud, waste, and
abuse?
Is the agency in compliance with bond
Yes
requirements as outlined in statute?
Did employee turnover create problems with
Yes
the agency’s operations or the board and
management’s ability to meet the agency’s
mission?
Did management have a formal, agency-wide
Yes
monitoring process to ensure program areas
track, investigate, and resolve client
complaints timely?
Yes
In response to the prior audit finding, did
agency management implement procedures to
ensure that personnel files contained evidence
that van drivers met all job requirements?

33 In response to the prior audit finding, did
management implement policies and
procedures to ensure the timely deposit of
collections from offender payments for the
Community Corrections program?
30 In response to the prior audit finding, did
management implement a policy to ensure
probation officers did not accept cash from
offenders for probation fees?
32 Did the agency have a formal records
management policy governing public
records?

Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

1
Yes

2
Yes

3
No

4
No

5
No

6
No

7
No

8
No

9
No

10
Yes

11
No

12
Yes

13
No

14
No

15
No

16
No

17
No

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No
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No
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APPENDIX MC-B
Methodologies to Achieve Objectives
Governing Board
To achieve our objectives related to governing board attendance, including obtaining an understanding and
assessing management’s design and implementation of internal controls, we interviewed the Executive Director and
Director of Operations. We obtained and reviewed governing board meeting minutes for the period of July 1, 2017
through December 31, 2019 and agency bylaws.
To achieve our objectives related to the governing board policies and procedures for conflicts of interest,
including obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the Executive Director and Director of Operations. We obtained and reviewed the board’s Conflict of
Interest Policy and the governing board members’ disclosure forms for the period of July 1, 2017 through December
31, 2019.
To achieve our objectives related to the governing board policies and procedures for allowing public
comment at meetings, including obtaining an understanding and assessing management’s design and implementation
of internal controls, we interviewed the Executive Director, Director of Operations, and the governing board chair.
We obtained and reviewed the agency’s bylaws and the governing board meeting minutes for the period of July 1,
2017 through December 31, 2019.
To achieve our objectives related to the governing board policies and procedures for providing public notice of
meetings, including obtaining an understanding and assessing management’s design and implementation of internal
controls, we interviewed the Executive Director, Director of Operations, and the Account Tech. We obtained and reviewed
the governing board’s public notices for meeting for the period of July 1, 2017 through December 31, 2019.
For the remaining objectives, we interviewed the Executive Director, the Director of Operations, and the
board chair. We obtained and reviewed the agency’s personnel policy, travel policy, and procurement policy. We
reviewed the agency’s bylaws, and policies and procedures. We reviewed quorum requirements in the agency’s
bylaws and compared those to state statute.

Policy Council
To achieve our objectives related to the policy council’s policies and procedures for conflicts of interest,
including obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the Executive Director and Director of Operations. We obtained and reviewed the council’s Conflict of
Interest Policy and the council members’ disclosure forms for the period of July 1, 2017 through December 31, 2019.
To achieve our objectives related to the policy council’s policies and procedures for allowing public comment
at meetings, including obtaining an understanding and assessing management’s design and implementation of internal
controls, we interviewed the Executive Director and the Director of Operations. We obtained and reviewed the
agency’s bylaws and the policy council meeting minutes for the period of July 1, 2017 through December 31, 2019.
To achieve our objectives related to the policy council’s policies and procedures for providing public notice and
notice of electronic participation of meetings, including obtaining an understanding and assessing management’s design
and implementation of internal controls, we interviewed the Executive Director, Director of Operations, and the Account
Tech. We obtained and reviewed the policy council’s public notices for meeting for the period of July 1, 2017 through
December 31, 2019.
For the remaining objectives, we reviewed state statute, agency bylaws, and meeting minutes to obtain an
understanding of policy council structure and meeting attendance. We interviewed the Executive Director, and the
Director of Operations to gain an understanding of the council’s compliance with bylaws and statute. We reviewed
quorum requirements in statute and in Mid-Cumberland bylaws.
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Executive Committee
To achieve our objectives related to the executive committee’s policies and procedures for conflicts of interest,
including obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the Executive Director and Director of Operations. We obtained and reviewed the committee’s Conflict
of Interest Policy and the committee members’ disclosure forms for the period of July 1, 2017 through December 31,
2019.
To achieve our objectives related to the executive committee’s policies and procedures for allowing public
comment at meetings, including obtaining an understanding and assessing management’s design and implementation
of internal controls, we interviewed the Executive Director and the Director of Operations. We obtained and reviewed
the agency’s bylaws and the executive committee meeting minutes for the period of July 1, 2017 through December
31, 2019.
To achieve our objectives related to the executive committee’s policies and procedures for providing public notice
and notice of electronic participation of meetings, including obtaining an understanding and assessing management’s
design and implementation of internal controls, we interviewed the Executive Director, Director of Operations, and the
Account Tech. We obtained and reviewed the committee’s public notices for meetings for the period of July 1, 2017
through December 31, 2019.
For the remaining objectives, we reviewed state statute, agency bylaws, and meeting minutes to obtain an
understanding of executive committee structure and meeting attendance. We interviewed the Executive Director, and
the Director of Operations to gain an understanding of the committee’s compliance with bylaws and statute.

Agency Operations
Risk Assessment
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Executive Director and Director of Operations. We obtained
and reviewed the agency’s self-assessment and Transportation program checklists completed during out audit period.
Bonds
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we reviewed bond statutory requirements and interviewed the Executive Director
and Director of Operations. We tested the agency’s bonds and blanket insurance policies obtained between July
1,2017, to February 1, 2020. We obtained and reviewed lists of board members and agency employees to determine
which individuals the agency should bond. We obtained the audited revenues (Fiscal Year (FY) 2016; FY 2017; FY
2018; and FY 2019) and reperformed the minimum bond amount calculations. We consulted our office’s legal section
to obtain information about the statutory requirements for bonds.
Turnover
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Executive Director and the Operations Director. We obtained
and reviewed lists of current employees and terminated employee from the Assistant Finance Director, for the period
July 1, 2017, through June 15, 2020. We used the employee separations and average employee counts provided by
management to calculate agency-wide and program-specific turnover for fiscal years 2018, 2019, and 2020. We also
discussed turnover with agency management, the Transportation director, and the WorkForce Services director to
determine if turnover has affected the agency’s mission.
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Complaint Process
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Executive Director and Director of Operations. Based on a
review of the agency’s audited financial statements, we judgmentally selected four of the largest programs
(Transportation, Community Corrections, Misdemeanor Probation, and Workforce Services) to review each program’s
contractual agreements, policies and procedures, and complaint logs and spoke with Program Directors to obtain an
understanding of how complaints are tracked within each program.
Van Driver Personnel Files
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Transportation Director. We reviewed Mid-Cumberland’s
contracts to understand the contract terms Mid-Cumberland is required fulfill related to hiring drivers. We reviewed
the van driver personnel files for drivers hired by Mid-Cumberland between July 1, 2017, and February 1, 2020. We
performed testwork on a sample of sixty drivers hired between July 1, 2017, and February 1, 2020.
Community Corrections
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we reviewed agency policies and procedures and interviewed the Director of
Correctional Services. We tested a sample of program payments for timeliness.
Misdemeanor Probation
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Director of Correctional Services. We obtained and reviewed
the program’s policies and procedures. We tested 25 deposit transactions from the 4 of 8 counties.
Records Management
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Executive Director and Director of Operations and reviewed
agency policy to gain an understanding of the agency’s records management procedures. We observed the storage
security of the records and also discussed the process for destruction of public records.
Mission
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Executive Director and Director of Operations to gain an
understanding of how the agency’s programs fulfill the mission to improve the quality of life in the service area. We
also interviewed the governing board chair to obtain his perspective on how well the agency is meeting its mission.
We reviewed the agency’s Annual Reports for fiscal years 2018 and 2019 to determine programs available to the
service area and how many clients participated in the programs. We reviewed economic information on MidCumberland’s service area obtained from the Transparent Tennessee website which included poverty rate, 3-year
unemployment rate, and per capita income for fiscal years 2016 and 2019 to determine economic condition between
the previous audit and the current audit of Mid-Cumberland. We reviewed program evaluations of the Meals-onWheels program and the In-Home Services program to determine client comments and satisfaction. We also reviewed
the agency’s 2020 Strategic Plan and Strengths, Weaknesses, Opportunities, and Threats (SWOT) analysis.
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APPENDIX MC-C
Mid-Cumberland Human Resource Agency
Governing Board Members Not Attending
Annual Meeting For Fiscal Years 2018 and 2019
Fiscal Year

FY 18

Member Details
Pegram Mayor
Pleasant View Mayor
Ashland City Mayor
Kingston Springs Mayor
Dickson County - Local Agency
Charlotte Mayor
Dickson Mayor
Vanleer Mayor
Burns Mayor
White Bluff Mayor
Slayden Mayor
County Mayor - Houston
Houston County - Local Agency
Erin Mayor
Tennessee Ridge Mayor
McEwen Mayor
Waverly Mayor
New Johnsonville Mayor
Montgomery County - Local Agency
Clarksville Mayor
Robertson County - Local Agency
Springfield Mayor
Cross Plains Mayor
Greenbrier Mayor
Town of Coopertown Mayor
Adams Mayor
White House Mayor
Orlinda Mayor
Cedar Hill Mayor
Ridgetop Mayor
Rutherford County - Local Agency
Eagleville Mayor
LaVergne Mayor
Smyrna Mayor
Murfreesboro Mayor
County Mayor – Stewart
Cumberland City Mayor
Dover Mayor
Sumner County - Local Agency
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FY 19

Mitchellville Mayor
Hendersonville Mayor
Goodlettsville Mayor
Westmoreland Mayor
Portland Mayor
Gallatin Mayor
Millersville Mayor
Trousdale County - Local Agency
County Mayor - Williamson
Williamson County - Local Agency
Thompson's Station Mayor
Brentwood Mayor
Nolensville Mayor
Fairview Mayor
Franklin Mayor
Spring Hill Mayor
Wilson County - Local Agency
Lebanon Mayor
Mt. Juliet Mayor
Watertown Mayor
Pegram Mayor
Pleasant View Mayor
Ashland City Mayor
Kingston Springs Mayor
Dickson County - Local Agency
Charlotte Mayor
Dickson Mayor
Vanleer Mayor
Burns Mayor
White Bluff Mayor
Slayden Mayor
County Mayor - Houston
Erin Mayor
Tennessee Ridge Mayor
McEwen Mayor
Waverly Mayor
New Johnsonville Mayor
County Mayor - Montgomery
Montgomery County - Local Agency
Clarksville Mayor
Springfield Mayor
Cross Plains Mayor
Greenbrier Mayor
Town of Coopertown Mayor
Adams Mayor
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White House Mayor
Orlinda Mayor
Cedar Hill Mayor
Ridgetop Mayor
Eagleville Mayor
LaVergne Mayor
Smyrna Mayor
Murfreesboro Mayor
Cumberland City Mayor
Dover Mayor
Sumner County - Local Agency
Mitchellville Mayor
Hendersonville Mayor
Goodlettsville Mayor
Westmoreland Mayor
Portland Mayor
Gallatin Mayor
Millersville Mayor
Williamson County - Local Agency
Thompson's Station Mayor
Bentwood Mayor
Nolensville Mayor
Fairview Mayor
Franklin Mayor
Spring Hill Mayor
Wilson County - Local Agency
Lebanon Mayor
Mt. Juliet Mayor
Watertown Mayor
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APPENDIX MC-D
Mid-Cumberland Human Resource Agency
Financial Information

Source: Obtained from an independent audit report issued by Johnson, Hickey, & Murchison, PC of Mid-Cumberland’s
Financial Statements and Supplementary Information for the Fiscal Year Ended on June 30, 2019.
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Northwest Tennessee Human Resource Agency (Northwest)
Mission
The Northwest Tennessee Human Resource Agency is committed to enhancing the
quality of life for all residents of the region through existing services and is
constantly searching for new programs to meet their ever changing needs.

NORTHWEST’S SERVICE AREA

SERVICE AREA DEMOGRAPHICS

249,331

$55,251

total population of
Northwest’s service
area

average annual
household income

22%

19%

are under age 18

are over age 65

19%

20%

live below the
poverty level

have a disability

★ Martin Regional Office

Northwest covers the same service area as the
Northwest Tennessee Development District. The two
entities share management and administrative staff,
including the Executive Director, Director of Human
Resources, and Controller.

Source: U.S. Census Bureau,
2018 American Community Survey.

SERVICES OFFERED
Homemaker Services
Meals on Wheels and Congregate
Meals

Public Transit

Senior Community Service
Employment Program

PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department, agency,
or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior audit report was dated December 2014 and
contained 12 findings, 3 of which related to Northwest Tennessee Human Resource Agency
(Northwest). Northwest filed its report, due six months after the release of the audit report, with
the Comptroller of the Treasury on June 25, 2015.
We conducted a follow-up of the prior audit findings as part of the current audit.

RESOLVED AUDIT FINDINGS
The current audit disclosed that Northwest resolved the previous audit finding concerning
bonding employees in accordance with statute; however, our work revealed new conditions
relating to management’s bonding processes and procedures, as well as insufficient minimum
blanket insurance coverage. See Observation NW7.
The current audit also disclosed that Northwest resolved their portion of the previous audit
finding concerning van driver personnel files. Specifically, the previous audit finding stated that
Northwest staff did not maintain documentary evidence of management offering one van driver
the hepatitis B vaccine. While this condition was resolved, our work revealed new conditions
related to management’s internal controls over pre-employment checks for new van drivers and
noncompliance with pre-employment requirements. See Finding NW4.

PARTIALLY RESOLVED AUDIT FINDINGS
The prior audit report also contained a finding stating that staff did not include a date stamp
to indicate the date it was performed on registry checks for Nutrition and In-Home Services
volunteers. The finding also stated that the Northwest needed to obtain clarification regarding
whether volunteers who deliver meals to the home are direct or indirect care providers. The current
audit revealed that while management obtained clarification regarding volunteers, management
did not have internal controls in place to ensure staff complete registry checks for volunteers;
therefore, staff did not perform the registry checks. As a result, we were unable to follow up on
the finding. See Finding NW5.
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NORTHWEST HUMAN RESOURCE AGENCY

GOVERNING BOARD AND POLICY COUNCIL
Findings and Observations

Board

Finding NW1 – Northwest’s governing board does not conduct business and
is not fulfilling statutory requirements (page 167)

X

Finding NW2 – Northwest’s policy council is not composed of providers and
consumers of human resource services as required by statute (page 169)
Observation NW1 – Northwest’s governing board did not provide effective
oversight to ensure compliance with statutory requirements for travel,
procurement, and personnel policies and procedures; additionally, although the
policy council approved these policies and procedures, agency staff did not file
them with or verify approval by the appropriate state agency (page 170)

Council

X

X

Observation NW2 – Three policy council members attended less than half of the
council meetings in fiscal year 2018 (page 171)

X

Observation NW3 – Due to a lack of formal, written procedures, Northwest
management either did not obtain policy council members’ conflict-of-interest
disclosures or did not obtain them timely (page 173)

X

Observation NW4 – Northwest’s policy council does not have policies and
procedures or bylaws governing public comment at meetings (page 174)

X

Observation NW5 – Northwest management did not have written, formal
procedures to ensure adequate public notice of policy council meetings; as a
result, management did not give public notice (page 175)

X

AGENCY OPERATIONS
Findings and Observations
Finding NW3 – Northwest management did not have a formal, agency-wide monitoring process to
ensure program areas track, investigate, and resolve client complaints timely; as a result, program
area staff did not handle complaints in accordance with program policies (page 178)
Finding NW4 – Northwest Transportation management did not have internal controls in place to
ensure staff and its vendor performed and maintained evidence of background checks, registry
reviews, and screenings for Northwest van drivers (page 182)
Finding NW5 – As noted in the prior audit, Northwest management did not have internal controls
in place to ensure staff completed registry reviews for Nutrition volunteers, and staff did not do
the registry reviews for volunteers during our audit period; additionally, management did not have
a documented review of background checks and registry reviews for Nutrition and In-Home
Services employees (page 187)
Observation NW6 – Northwest’s management should improve the agency’s internal controls by
conducting an annual risk assessment to identify operational and fiscal risks, including those related to
fraud, waste, abuse, errors, and noncompliance (page 191)
Observation NW7 – Northwest management did not ensure that the agency’s blanket insurance policy
complied with statute (page 192)
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Observation NW8 – To assist the oversight bodies with their responsibility to achieve the agency’s
mission, Northwest management should review and communicate when employee turnover rates may
impact mission; furthermore, management should take steps to generate the necessary data to perform
these analyses (page 193)
Observation NW9 – Northwest management should conduct a needs assessment to identify service gaps
(page 194)
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BACKGROUND

Governing Board
The Northwest governing board is a 58-member governing board, composed of 9 county
mayors, 47 city mayors, 1 Tennessee Representative, and 1 Tennessee Senator. The governing
board has delegated all of its authority to the policy council. For the last three years, the board
held a meeting at the Discovery Park of America14 in Union City, Tennessee; the meeting consisted
of a tour/social hour, followed by dinner. Based on management’s RSVP list, the invitees include


governing board members,



policy council members,



Executive Directors of the other HRAs,



Executive Directors of the development
districts,



members of local Chambers of Commerce,



State Senators and Representatives, and



various representatives of federal, state, and
local agencies, boards, and industries.

MATTER FOR LEGISLATIVE
CONSIDERATION: NORTHWEST
Northwest’s sole governing body is
the policy council, which the
governing board has authorized to
carry out all functions of the
governing board with no oversight
or ratification from the board.
There is no executive committee.
Additionally, the policy council is
composed of the same individuals
as the Northwest Tennessee
Development District’s executive
committee.

The governing board does not conduct any
business at this meeting, nor do they meet at any other
times during the year to conduct business or ratify the
actions of the policy council. According to the agency’s See the Matter for Legislative
Director of Special Projects and Human Resources, the Consideration on page 14.
policy council meets before the annual meeting and
conducts any necessary business, including electing governing board officers.
Policy Council

The Northwest policy council is made up of the same 12 members who are also the
members of the Northwest Tennessee Development District’s (NWTDD) executive committee.
As a result, the two entities hold joint meetings in which members vote separately on Northwest
and NWTDD items. The policy council consists of the 9 county mayors and 3 at-large members
selected by the county mayors. The bylaws state that the policy council meets whenever necessary
to conduct business for Northwest. The policy council operates on a fiscal year basis.

14

Discovery Park of America is a 100,000-square-foot museum and landscaped 50-acre gardens with exhibits and
interactive, hands-on experiences focused on science, transportation, technology, history, art, and more.
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Quorum
According to the bylaws, a majority of members of the governing board or policy council
constitute a quorum for the purpose of conducting business. This a moot point for the governing
board, since it does not conduct business; seven members constitute a quorum for the policy
council.
Executive Director
The agency’s daily operations and personnel decisions are the responsibility of the
Executive Director, who is appointed by the policy council. The agency has approximately 280
employees.
Shared Management
Northwest and NWTDD share management and administrative staff, including the
Executive Director, Director of Special Projects and Human Resources, and Controller. The policy
council appoints the Executive Director and fixes his compensation.

AUDIT CONCLUSIONS

GOVERNING BOARD AND POLICY COUNCIL
Governing Board
1. Audit Objective: Is the governing board composed according to statute?
Conclusion:

The governing board lacks representatives from local agencies in each county who are
“knowledgeable of and dealing with the problems concerning human resource agencies” as
required by Section 13-26-103(a), Tennessee Code Annotated. See Finding NW1.

2. Audit Objective: Given the governing board’s decision to delegate its authority to the policy council, did the
governing board retain and fulfill its responsibility for reviewing and approving the policy
council’s actions and decisions?
Conclusion:

The governing board, which does not conduct any business, did not retain its responsibility for
reviewing and approving the council’s actions and decisions. See Finding NW1.

3. Audit Objective: Has the governing board adopted travel regulations, developed a system of competitive
bidding, and developed personnel procedures, as outlined in Section 13-26-108, Tennessee
Code Annotated?
Conclusion:

Although the agency has travel regulations, a system of competitive bidding, and personnel
procedures in place, the governing board has not formally reviewed and submitted them to
state agencies as required by Section 13-26-108, Tennessee Code Annotated. See
Observation NW1.
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4. Audit Objective: Did the governing board have a policy to address attendance for all oversight bodies and did
governing board members consistently attend meetings?
Conclusion:

The board did not have a policy to address attendance issues, and board members did not
consistently attend meetings. See Finding NW1.

5. Audit Objective: Did the governing board meet and achieve the quorum standards established in the bylaws and
state statute?
Conclusion:

Although the board met annually as required by the agency’s bylaws, it did not conduct any
business at these meetings. See Finding NW1.

6. Audit Objective: Did the governing board have policies and procedures in place to disclose board members’
conflicts of interest?
Conclusion:

The board did not meet to conduct governance activities; therefore, it did not have policies and
procedures to disclose board members’ conflicts of interest. See Finding NW1.

7. Audit Objective: Did governing board members annually complete and sign conflict-of-interest forms?
Conclusion:

The board did not meet to conduct governance activities; therefore, board members did not
complete and sign annual conflict-of-interest forms. See Finding NW1.

8. Audit Objective: Did governing board policy allow for public comment at meetings?
Conclusion:

The governing board did not have policies or procedures for public comment; however, as
noted in in Finding NW1, the board was not conducting business at its annual meetings.

9. Audit Objective: Did the governing board give public notice before all meetings?
Conclusion:

The governing board provided public notice of its meetings; however, as noted in Finding
NW1, the board was not conducting business at its annual meetings.

Policy Council
10. Audit Objective: Is the policy council composed according to the bylaws and statute?
Conclusion:

The governing board did not appoint providers and consumers of human resource services to
its policy council as required by statute. See Finding NW2.

11. Audit Objective: Did policy council members consistently attend meetings?
Conclusion:

Although 10 of the 12 policy council members consistently attended meetings, 2 policy council
members attended less than half of the meetings. See Observation NW2.

12. Audit Objective: Did the policy council meet and achieve the quorum standards established in the bylaws and
state statute?
Conclusion:

The policy council met and achieved the quorum standards established in the agency’s bylaws.

13. Audit Objective: Did the policy council have policies and procedures in place to disclose members’ conflicts of
interest?
Conclusion:

The policy council has a disclosure form, and agency staff attempt to obtain signed forms from
council members at the start of each fiscal year; however, the council does not have formal

166

policies and procedures in place to ensure that all council members complete the conflict-ofinterest disclosures. See Observation NW3.
14. Audit Objective: Did policy council members annually complete and sign conflict-of-interest forms?
Conclusion:

Based on our testwork, policy council members did not sign annual conflict-of-interest forms
before attending policy council meetings. See Observation NW3.

15. Audit Objective: Did council policy allow for public comment at meetings?
Conclusion:

The council does not have policies and procedures to allow for public comment at its meetings.
See Observation NW4.

16. Audit Objective: Did the policy council give public notice before all meetings?
Conclusion:

Management lacks procedures to ensure adequate public notice of agency meetings and did
not give full public notice for the policy council meetings. See Observation NW5.

Finding NW1 – Northwest’s governing board does not conduct business and is not fulfilling
statutory requirements
Condition, Criteria, and Cause
Composition
The membership of the governing board consists of the county and municipal mayors, but
it does not include “one (1) representative from a local agency in each county knowledgeable of
and dealing with the problems concerning human resource agencies appointed by the county mayor
or chair” as required by Section 13-26-103, Tennessee Code Annotated.
According to the Executive Director, the mayors of each county and municipality are
knowledgeable of the problems concerning human resource agencies and fulfill this requirement
themselves. A local mayor, while possibly familiar with the problems that concern human
resources agencies, cannot be considered as a “representative from a local agency” as defined by
Section 13-26-103, Tennessee Code Annotated. Additionally, statute separately identifies local
agency representatives’ positions from county mayor and city mayor positions, which implies that
they are meant to be separate individuals.
Inactive Governing Board
Northwest’s governing board meets in December each year but does not conduct any
governance activities. According to the Executive Director and the Human Resources and Special
Projects Director, the agency’s policy council, which is composed of the governing board’s nine
county mayors and three at-large members, carries out all management and oversight activities on
behalf of the governing board. Based on our review of statute and our understanding of the
governing board’s activities, however, we found that the governing board had not retained its
responsibility to review and approve the policy council’s actions.
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While state statute compels the governing board to “appoint a policy council to act for it,”
the governing board retains the responsibility for reviewing and approving the council’s actions
and decisions. Specifically, Section 13-26-104, Tennessee Code Annotated, states the following:
The powers of every policy council include the power to adopt bylaws, to appoint persons
to senior staff positions, to determine major personnel, fiscal, and program policies, to
approve overall program plans and priorities, and to assure compliance with conditions of
and approve proposals for financial assistance under this chapter, subject to ratification by
the governing board [emphasis added].

In addition, the governing board cannot create bylaws that usurp state law; the bylaws cannot give
the policy council ratification power, a power that must retained by the governing board.
Annual Meeting and Election of Officers
Article IV of Northwest’s bylaws state,
The officers of the board shall be a Chairman, Vice-Chairman and Secretary/Treasurer who
shall be elected at the annual meeting of the Board from among the members to serve for
terms of one year with eligibility for re-election.

According to the agency’s Director of Special Projects and Human Resources, the policy
council meets before the annual meeting and conducts any necessary business, including electing
officers for the governing board. Based on discussion with the Human Resources and Special
Projects Director and a review of the invitations sent to the board members, the governing board’s
annual meetings consist of a social hour and dinner. The governing board, however, does not elect
officers at all, not at the annual meeting or otherwise. Therefore, they did not comply with their
bylaws.
Other Deficiencies
We also found that


the governing board has no attendance policy, and



the board had no conflict-of-interest policy and members did not complete conflict-ofinterest forms.15

The Director of Human Resources and Special Projects stated that conflict-of-interest
policies and forms, attendance policies, meeting minutes, and quorum requirements are not
relevant because the governing board does not conduct any business at its annual meeting.
However, given that the governing board is required to review and approve the policy council’s
decisions, all governing board members must complete conflict-of-interest forms.
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book), which provides a comprehensive framework for internal
15

If the member is also a member of the policy council, they must complete a conflict-of-interest form.
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control practices in federal agencies and serves as best practice for other governmental agencies,
notes in Principle 1.04 that “the oversight body’s and management’s directives, attitudes, and
behaviors reflect the integrity and ethical values expected throughout the entity.”
Effect
Without the governing board’s active review and approval of the policy council’s activities,
the board and management increases the likelihood that management and staff may not prevent or
detect risks associated with operations, fiscal activity, noncompliance, error, fraud, waste, and
abuse during normal business operations. Without strong controls and oversight, the agency may
not meet its mission to serve the community. By not appointing local agency representatives, the
governing board lacks the diverse membership necessary to effectively oversee the agency’s
operations and finances. Furthermore, the agency’s board cannot conduct business or fulfill the
governance responsibilities established in state statute without the active involvement and
participation of members. Although the board should be fulfilling its statutory requirements, in
order to do so, they must have procedures in place to ensure members annually and fully disclose
any actual or potential conflicts of interest prior to conducting business.
Recommendation
The governing board should promptly engage in fulfilling its responsibility to review and
approve the policy council’s functions and activities as required by statute. Specifically, the
governing board should periodically review the bylaws, staff appointments, policies, financial
plans, and other strategic decisions made by the policy council. In addition, the county mayors or
chair representatives should appoint representatives from local agencies in each county who are
familiar with the problems concerning human resource agencies to serve on the governing board.
The governing board should also ensure that it maintains minutes documenting meeting attendees
and decisions. As necessary, the board should develop policies to address members’ attendance
at meetings and conflict-of-interest disclosures.
Board’s and Management’s Comments
We concur. The Agency will work with current Policy Council to establish an active
Governing Board should the legislature not address the related items for legislative consideration.
Finding NW2 – Northwest’s policy council is not composed of providers and consumers of
human resource services as required by statute
Condition and Criteria
Northwest’s policy council is composed of the mayors of the nine counties in the agency’s
development district and three at-large members, none of whom provide or consume agency
services. Section 13-26-103, Tennessee Code Annotated, however, states that the membership of
a human resource agency’s policy council must be “equitably distributed between providers and
consumers of human resource services.”
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Cause
According to the agency’s bylaws, “the [Governing] Board shall appoint from its own
membership a Policy Council consisting of not more than twelve members, with at least one
member from each County in the organization, (in addition to the Officers) to act for and carry on
the activities of the Board.” Based on our discussions with the Executive Director, the governing
board has always appointed the county mayors as the members from each county; it views the
mayors as representing the providers and consumers of human agency services in their areas. The
at-large members—currently, a local businessman, a pastor, and a professor at the University of
Tennessee at Martin—are intended to serve as additional representation for the providers and
consumers of human resource services.
County mayors do not, however, provide human resource agency services as a part of their
duties, nor are they generally consumers of agency services. Similarly, the at-large members,
while possibly familiar with the community and its needs, are not providers or consumers of human
resource services. We confirmed with management that none of the policy council members are
providers or consumers of human resources agency services.
Effect
When the governing board does not appoint policy council members in compliance with
statutory requirements, individuals who rely on the agency’s services and who are directly
responsible for providing these services are not represented on the council. As a result, there is
increased risk that the actions and decisions of the policy council—and the agency as a whole—
may not effectively serve the best interests of area citizens.
Recommendation
The governing board should appoint a policy council that includes providers and
consumers of human resource services. The governing board should also amend the agency’s
bylaws to reflect statutory requirements.
Board’s and Management’s Comments
We concur. The agency will address this finding with the 12-member Policy Council to
add providers and consumers.
Observation NW1 – Northwest’s governing board did not provide effective oversight to ensure
compliance with statutory requirements for travel, procurement, and personnel policies and
procedures; additionally, although the policy council approved these policies and procedures,
agency staff did not file them with or verify approval by the appropriate state agency
Since the governing board did not conduct any formal governance activities, it did not adopt
travel regulations, obtain the State Procurement Commission’s approval for the agency’s purchasing
procedures, or file written personnel procedures with the Department of Finance and Administration

170

(F&A). See Finding NW1. Instead, Northwest’s policy council approved the use of F&A’s
Tennessee Comprehensive Travel Regulations
but did not notify F&A that it had done so.
In January 2015, the Director of Special
Projects and Human Resources submitted an
updated version of the agency’s procurement
policy to the Legislative Procurement
Compliance Manager at the Comptroller’s
Office, who sent it on to the Central
Procurement Office (CPO). In the email the
Director of Special Projects and Human
Resources provided, the CPO’s Lead Attorney
and Director of Category Management stated
that the CPO’s office would review the policy
and add it to the State Procurement
Commission’s February meeting agenda;
however, according to the meeting minutes, the
procurement policy was not discussed.
Furthermore, agency management did not
follow up with the CPO’s office to verify that
the policy was approved.

Section 13-26-108, Tennessee Code
Annotated, states that the governing board
of each human resource agency must
(1) Jointly adopt statewide uniform travel
regulations subject to the approval of the
commissioner of finance and
administration and reimburse its officers
and employees for official travel in
conformance with such regulations; . . .
and
(3) Develop written personnel procedures
to be filed with the commissioner of finance
and administration for the hiring,
promotion, demotion and dismissal of all
employees and include an employee
compensation plan based on a salary
comparability analysis, which takes into
account state salary schedules, local
government salary schedules, and regional
private market variations.

Finally, although the policy council approved Northwest’s written personnel procedures
and management participated in a salary comparability analysis in coordination with six other
human resource agencies, management could not provide documentation that the governing board
submitted the personnel procedures to F&A for approval, as required by statute.
Without oversight by the state’s regulatory bodies to ensure travel, procurement, and
personnel policies are in line with the state’s policies and procedures, the board, council, and
management have not complied with the intent of the state statute. The governing board chair
should work with the Executive Director to develop and implement internal control procedures to
ensure that the governing board complies with statutory requirements for filing and receiving
approval for its policies and procedures.
This matter is also discussed in the Matter for Legislative Consideration on page 14.
Observation NW2 – Three policy council members attended less than half of the council meetings
in fiscal year 2018
Based on our review of the meeting minutes for the nine policy council meetings held
during our audit period, July 1, 2017, through June 30, 2019, we found that


for fiscal year 2018, 3 of the 12 council members (25%) attended less than half of the
5 council meetings; and
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for fiscal year 2019, all members attended at least 50% of the 4 council meetings.
Table 1
Northwest Policy Council Meetings by Fiscal Years

Fiscal Year
FY 2018
FY 2019

Total Members
12
12

Total Number of Meetings
5
4

Source: Policy council meeting minutes provided by the Northwest Director of Special Projects and Human Resources.

Table 2
Northwest Policy Council
Details of Policy Council Members’ Attendance for Fiscal Year 2018
Fiscal Year
FY 18

Member
Member 6
Member 12
Member 1416

Member Details
Dyer County Mayor
At-Large Member
At-Large Member

Percent Absent
60%
100%
60%

Source: Policy council meeting minutes provided by the Northwest Director of Special Projects and Human Resources.

Poor attendance by members of the policy council can send the wrong message about the
council’s commitment to its purpose. Green Book Principles 1.03 and 1.04 state,
1.03 The oversight body and management lead by an example that demonstrates the
organization’s values, philosophy, and operating style. The oversight body and
management set the tone at the top and throughout the organization by their example, which
is fundamental to an effective internal control system. . . .
1.04 The oversight body’s and management’s directives, attitudes, and behaviors reflect
the integrity and ethical values expected throughout the entity. The oversight body and
management reinforce the commitment to doing what is right, not just maintaining a
minimum level of performance necessary to comply with applicable laws and regulations,
so that these priorities are understood by all stakeholders, such as regulators, employees,
and the general public.

According to the Director of Special Projects and Human Resources (SP/HR Director), the
at-large member did not receive emails about policy council meetings because of a change in
employment (and email address). After the SP/HR Director contacted the member and learned
that he had not received the emails, she began notifying him of meetings via text message. We
noted an improvement in his attendance after this occurred. According to the Executive Director,
the county mayor who serves on the policy council was absent because his business responsibilities
impacted his ability to attend meetings.
When the policy council does not have active participation from all members, some
interests may not be represented in decision making. The policy council should develop and
implement an attendance policy. In addition, agency personnel should continue to communicate
16

The policy council is composed of 12 members; however, due to elections of county mayors, 14 individuals served
in the 12 positions during our audit period.
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by email, phone, text message, and any other methods deemed necessary to ensure that policy
council members receive notice of upcoming meetings. Finally, the policy council chair should
consider measures to encourage full participation by all council members, such as publicly posting
the attendance for each meeting and replacing any members who do not routinely attend the policy
council meetings.
Observation NW3 – Due to a lack of formal, written procedures, Northwest management either
did not obtain policy council members’ conflict-of-interest disclosures or did not obtain them
timely
The Northwest policy council’s conflict-of-interest disclosure form states that the form will
be reviewed no later than June 1 of each year. According to the Director of Special Projects and
Human Resources (SP/HR Director), the conflict-of-interest disclosure forms were signed at the
September meeting, which was the first meeting of the year. The SP/HR Director stated that if a
member did not attend the first meeting, the disclosure forms would be emailed to the policy
council member.
Our conflict-of-interest testwork revealed the following:


During fiscal year 2018, 1 of the 12 policy council members (8%) participated in a
meeting before completing a conflict-of-interest disclosure form.



During fiscal year 2019, 4 of the 12 policy council members (33%) participated in
meetings but never completed conflict-of-interest disclosure forms, and the remaining
8 council members (67%) participated in meetings before completing disclosure forms.

According to the Executive Director and the SP/HR Director, management sent conflictof-interest disclosure forms to the policy council members in fiscal years 2019 and 2020; however,
some members did not complete and return them. With regard to the council members that
attended meetings before completing their forms, the Executive Director and SP/HR Director
stated that they considered each member’s previous year disclosure forms to be sufficient until
they were able to collect new disclosures from the members. Due to agency management’s lack
of any formal written procedures for conflict-of-interest disclosures, however, the intervals at
which management requested updated forms varied considerably from one year to the next.
Section 12-4-101, Tennessee Code Annotated, states, “It is unlawful for any officer,
committee member, director, or other person whose duty it is to vote for, let out, overlook, or in
any manner to superintend any work or any contract in which any . . . human resource agency . . .
shall or may be interested, to be directly interested in any such contract” and also prohibits these
individuals from having undisclosed indirect interests in such contracts.
Unless policy council members disclose potential conflicts of interest at regular intervals,
neither agency management nor the public have the necessary assurance that members have
abstained from voting on and discussing business in which they have conflicts of interest.
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The policy council should work with agency management to develop and implement
formal, written procedures for collecting conflict-of-interest disclosure statements from policy
council members in accordance with the conflict-of-interest policy. Management should specify
when staff will ask council members to sign the forms each year and who will be responsible for
collecting and reviewing the forms. Management should also ensure that staff collect forms from
all council members. When members do not complete the form when requested, management
should inform the council chair and members about the outstanding forms at the next policy
council meeting. Furthermore, the council chair should limit any affected member’s participation
in council business activities until management receives and reviews the member’s form for
potential conflicts.
Observation NW4 – Northwest’s policy council does not have policies and procedures or bylaws
governing public comment at meetings
Based on our review of Northwest’s bylaws and our discussion with the Director of Special
Projects and Human Resources (SP/HR Director), the policy council does not have formal, written
policies and procedures or bylaws to ensure that members of the public have the opportunity to
comment during policy council meetings. Additionally, our review of policy council meeting
minutes for our audit period, July 1, 2017, to December 31, 2019, revealed no evidence that the
policy council took public comment or recognized the public for comment. 17 According to
management, the agency does not have a public comment policy because members of the public
would be allowed to speak as a matter of common courtesy.
The policy council conducted its January 11, 2018, meeting by conference call and did not
make any arrangements for the public to access and participate in the meeting electronically.
According to the SP/HR Director, management did not provide the public with the opportunity to
participate in the meeting because the policy council needed to meet immediately to approve a
grant from the Tennessee Department of Transportation, and there were no other items on the the
council’s agenda for the meeting.
With regard to the policy council’s regular, in-person meetings, the Executive Director and
the SP/HR Director stated that members of the public do not attend the policy council meetings
but would be given the opportunity to speak if present.
Green Book Principle 15.02 states,
Management communicates with, and obtains quality information from, external parties
using established reporting lines. Open two-way external reporting lines allow for this
communication. External parties include suppliers, contractors, service organizations,
regulators, external auditors, government entities, and the general public.

Additionally, Principle 16.10 states,
17

Although other individuals attended several policy council meetings, those individuals were there to present reports
or were invited guests to provide additional information to the council. We did not consider those individuals to be
members of the public for this purpose.
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External parties can also help management identify issues in the internal control system.
For example, complaints from the general public and regulator comments may indicate
areas in the internal control system that need improvement. Management considers
whether current controls address the identified issues and modifies controls if necessary.

According to Section 8-44-109, Tennessee Code Annotated, a governing body, such as the
policy council, may allow electronic communication for member meetings if it fulfills certain
requirements, including ensuring “that the forum through which the electronic communications
are conducted is available to the public.”
Without public comment, there is increased risk that policy council will not have the
opportunity to hear and appropriately address public concerns regarding the agency’s services.
The policy council should implement formal policies and
NEWSPAPERS FOR PUBLIC NOTICE
procedures or bylaws to ensure that members of the public
have opportunities for comment at meetings. These should Benton County
include ensuring that the public can access electronic Camden Chronicle (weekly)
meetings, providing a sign-up sheet for public comment,
designating a time within each meeting to invite the public Carroll County
to speak, and documenting the outcome in the meeting The Carroll News Leader (weekly)
The McKenzie Banner (weekly)
minutes.
Observation NW5 – Northwest management did not have
written, formal procedures to ensure adequate public notice
of policy council meetings; as a result, management did not
give public notice
Northwest does not have written policies or
procedures for public notice of upcoming meetings. The
Director of Special Projects and Human Resources (SP/HR
Director) provided us a description of their informal
procedures. She stated that the agency pays to publish public
meeting notices in 15 local newspapers to reach the citizens
of the 9 counties that it serves.18 According to her, agency
staff contact the newspapers with a meeting date during the
first week of the month and instruct the newspapers to
publish notice on the date closest to the meeting. Depending
on the frequency of the newspapers’ publications (daily or
weekly) and the day of the week that the policy council
meeting occurs, these instructions could result in newspapers
publishing meeting notices on the meeting dates. In our
discussion with the SP/HR Director, she stated that she had
not considered that the instructions to the newspapers could
18

Crockett County
The Crockett Times (weekly)
Dyer County
The State Gazette (daily)
The Herald Gazette (weekly)
Gibson County
The Humboldt Chronicle (weekly)
The Tri‐City Reporter (weekly)
The Mirror‐Exchange (weekly)
Henry County
The Paris‐Post Intelligencer (daily)
Lake County
The Lake County Banner (weekly)
Obion County
Union City Daily Messenger (daily)
The Current (weekly)
Weakley County
Dresden Enterprise (weekly)
Weakley County Press (weekly)

The agency pays for all notices except notices in the Current, which are not paid; thus, the paper only prints them
when there is space available. Management was unable to provide us any evidence that the notices were published in
the Current.
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result in only minimal notice about policy council meetings. The SP/HR Director also stated that,
until recently, neither she nor agency staff verified that the newspapers published the notices about
the policy council meetings as requested. According to her, in June 2019, the assistant responsible
for processing the newspapers’ invoices began requesting copies of “tear sheets” showing what
was published before paying the invoices. The SP/HR Director stated that she was developing a
formal process for ensuring public notice and for verifying that newspapers published meeting
notices as requested.
In our testwork, we found that management did not ensure that all 15 newspapers published
notices for the 11 policy council meetings held during our audit period, July 1, 2017, through
December 31, 2019. Specifically, for the January 11, 2018, policy council meeting, the SP/HR
Director stated that management did not issue any public notice for the meeting because the policy
council needed to meet immediately to approve a grant from the Tennessee Department of
Transportation. As a result, the policy council conducted business at a meeting for which
management gave no public notice.
For the remaining 10 meetings, we found that many of the 15 newspapers did not publish
the policy council meeting notice. See Table 3.
Table 3
Newspapers Publishing Public Notice
Meeting Date
September 22, 2017
December 8, 2017
March 22, 2018
June 22, 2018
October 5, 2018
December 7, 2018
March 22, 2019
June 28, 2019
September 27, 2019
December 12, 2019

Newspapers Publishing Notice
6
8
6
5
8
8
8
7
8
6

Source: Northwest management and the Tennessee Public Notices database.19

The SP/HR Director stated that some of the errors noted in our testwork occurred because
the agency did not keep record of requests to newspapers or copies of published notices. When
we inquired about the missing notices that remained after our search of the Tennessee Public
Notices database, she stated that some newspapers fail to publish notices despite management
paying for the notice and providing the necessary information.
In addition, for the 70 notices that were published, the agency instructed the newspapers to
publish meeting notices on the dates closest to the meetings, which resulted in the papers
19

The Tennessee Press Association’s Tennessee Public Notices database is a compilation of public notices published
anywhere in Tennessee and can be found at https://www.publicnoticeads.com/TN/. Participating Tennessee
newspapers upload the notices to the website upon publication.
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publishing 50% of those notices less than 5 days before the meeting. According to Section 8-44103, Tennessee Code Annotated, a governmental body such as the agency’s policy council must
“give adequate public notice” of meetings, regardless of whether or not they are “previously
scheduled by statute, ordinance, or resolution.”
When agency management does not provide adequate public notice of policy council
meetings, the public may not be aware of them, reducing opportunities for interaction with and
feedback from the public, including the agency’s clients. Agency management should work with
the policy council to develop and implement formal, written policies and procedures for providing
the public with timely, consistent notice of upcoming policy council meetings. As a part of these
policies and procedures, management and the policy council should


establish the minimum number of days’ notice that it will give the public; and



require staff to verify that area newspapers have published meeting notices before
paying the newspaper.

Agency management should ensure that newspapers receive clear, timely instructions
about meeting notices and the specific date the notices should be published, based on what the
policy council establishes as adequate public notice. Management should also ensure that the
agency retains copies of publishing requests and public notices. Finally, management should
confirm that newspapers publish notices as requested and, if they fail to do so, management should
find alternate means of notifying members of the public in the area.

AGENCY OPERATIONS
17. Audit Objective: Did agency management conduct an annual risk assessment to identify and document the
agency’s risks and controls so that management can effectively mitigate the risks of error,
noncompliance, fraud, waste, and abuse?
Conclusion:

The agency does not conduct an annual risk assessment. See Observation NW6.

18. Audit Objective: Is the agency in compliance with bond requirements as outlined in statute?
Conclusion:

Although the agency obtained bonds for key staff at statutory minimums, management did not
have documented processes for obtaining bonds. Additionally, the blanket insurance policy
that management purchased to cover employees without individual bonds did not meet
statutory minimums. See Observation NW7.

19. Audit Objective: Did employee turnover create problems with agency’s operations or the board and
management’s ability to meet its mission?
Conclusion:

Northwest management does not routinely calculate and review turnover rates to determine
how turnover impacts the agency’s ability to meet its mission; furthermore, management does
not have access to the data necessary to perform turnover analysis. Additionally, the agency
has experienced high turnover within its transportation department. See Observation NW8.

20. Audit Objective: Did management have a formal, agency-wide monitoring process to ensure program areas
track, investigate, and resolve client complaints timely?
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Conclusion:

Management did not have a formal, agency-wide monitoring process to ensure program areas
track, investigate, and resolve client complaints timely. We also found that staff did not handle
complaints in accordance with program policy. See Finding NW3.

21. Audit Objective: In response to the prior audit finding, did agency management implement procedures to ensure
that personnel files contained evidence that van drivers met all job requirements?
Conclusion:

Based on our review, we found the agency lacked procedures and did not ensure personnel
files contained evidence that van drivers met all required criteria. See Finding NW4.

22. Audit Objective: In response to the prior audit finding, did management implement processes to ensure timely
background checks and registry reviews for the Nutrition and In-Home Services staff and
volunteers?
Conclusion:

Management implemented processes to ensure timely background checks and registry reviews
for Nutrition and In-Home Services employees. However, management did not perform the
required registry reviews for nutrition volunteers. See Finding NW5.

23. Audit Objective: Did the agency have a formal records management policy governing public records?
Conclusion:

Northwest does have a formal records management policy.

24. Audit Objective: Is Northwest’s governing board and management operating and conducting activities to meet
the statutory mission, as prescribed in Tennessee Code Annotated?
Conclusion:

Northwest is operating and conducting activities to meet the statutory mission and its mission
statement; however, management could improve its efforts to identify new programs to meet
the region’s needs by conducting a formal, documented needs assessment to identify service
gaps. See Observation NW9.

Finding NW3 – Northwest management did not have a formal, agency-wide monitoring
process to ensure program areas track, investigate, and resolve client complaints timely; as
a result, program area staff did not handle complaints in accordance with program policies
Condition, Criteria, and Cause
No Agency-wide Complaint Policies and Procedures

Complaints by Program
Transportation: 10

Northwest management did not have a formal, agencyNutrition: 0
wide process in place to monitor complaints to ensure that staff in
the program areas track, investigate, and resolve client complaints In-Home Services: 3
timely. The Human Resources and Special Projects Director
indicated that an agency-wide process was not in place because each program contract had specific
complaint requirements.
In the absence of an agency-wide policy and process, we looked at various program areas’20
complaint policies and processes and performed testwork on the processes and complaints. All
contracts for the Transportation, Nutrition, and In-Home Services programs include a public
20

See our methodology on Appendix NW-B for more information about how we selected the program areas to
examine.
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accountability section, which states that Northwest agrees to establish a system through which
recipients of services may present grievances about the operation of the service program.
Transportation Program
Management did not design or implement internal controls to ensure the Transportation
program resolved complaints in accordance with the program’s policy. During the audit period, the
Transportation program’s process included logging complaints in an electronic complaint log to
record client information and identify the staff person
COMPLAINTS - GREEN BOOK CRITERIA
who reviewed the complaint. The log was also used
to track the date the program staff received the Principle 16.10
complaint and the date the resolution letter was sent
Management identifies changes in the
to the client. Based on our review of the complaint
internal control system that either have
log, however, we found that staff only logged 2 occurred or are needed because of
complaints, which were incomplete entries. Staff did changes in the entity and its
not log any of the remaining 8 complaints. According environment. External parties can also
to the Transportation Director, the employee help management identify issues in the
reviewing the complaints is also responsible for internal control system. For example,
resolving the complaints within the 10 days required complaints from the general public and
by policy. She stated that because job assignments regulator comments may indicate areas
change over time, supervisors may not have in the internal control system that need
improvement. Management considers
communicated the complaint log process to all staff.
Our review of the 10 transportation
complaints revealed noncompliance with policy
and mishandling of serious complaints.
Transportation Complaints Noncompliance
Based on our review of transportation
complaints, we found 4 instances of the staff not
sending resolution letters to the complainant in
accordance with policy; as a result, we were unable
to determine if they were resolved within 10 days.
The Transportation Director stated that a phone
conversation with the clients may have resolved these
complaints, although this was not documented in the
complaint files.

whether current controls address the
identified issues and modifies controls if
necessary.
Principle 14.04

Management receives quality information
about the entity’s operational processes
that flows up the reporting lines from
personnel to help management achieve
the entity’s objectives.
Principle 14.05
Information relating to internal control
communicated to the oversight body
includes significant matters about
adherence to, changes in, or issues
arising from the internal control system.
This upward communication is necessary
for the effective oversight of internal
control.

As stated in the Transportation program’s
Client Complaint Policy, “when a complaint letter is
received, they [Safety Coordinator, Compliance
Coordinator, and the Transportation Director] will make the determination as to who handles the
investigation. Findings from the investigation will be sent to the client by letter within 10 business
days and all documentation maintained.”
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Mishandling of Serious Complaints
During our review of transportation complaints, we reviewed a September 2017 complaint
in which a female client alleged that a male van driver had intimidated, threatened, and sexually
harassed her. In response to this allegation, the driver was terminated; however, in the internal
communications about the situation, we noted a reference to prior complaints about the driver. As a
result, we requested all complaints related to that driver. Based on our review, the driver had a
pattern of behavior that included intimidating, threatening, and sexually harassing female passengers.
It is also important to note that because management was not properly tracking all complaints
received, it is possible that the complaint information is not complete and other complaints may have
been made against the driver that were not documented in his file. Additionally, the transportation
policy states that while complaints from unhappy clients are made by phone daily, “it is our policy
that any serious complaint should be received in a written letter.” Requiring complaints to be in
writing may deter clients from reporting, especially when they are afraid. Table 4 contains a timeline
of the complaints and agency response documented in the driver’s file.
Table 4
Timeline of Driver Complaints and Northwest’s Action
2010
May 18, 2010
Northwest hired the driver.
2011
Complaint 1: A female client reported that the driver touched her
September 19, 2011 inappropriately, threatened her, and she felt frightened. The client requested not
to ride with the driver again.
The driver received a verbal warning and was no longer allowed to transport the
September 29, 2011
client.
Complaint 2: A female client reported inappropriate comments of a sexual
November 17, 2011
nature. The client requested not to ride with the driver again.
Complaint 3: A female client reported inappropriate behavior that made her
feel uncomfortable. The client requested not to ride with the driver again.
November 18, 2011 The driver received a written warning. The warning stated that three women
requested to not ride with him; however, it was not clear if management
honored the other two women’s requests.
2017
April 13, 2017
Complaint 4: A female client reported sexual harassment and feeling scared.
Complaint 5: A female client reported that the driver’s behavior was inappropriate
April 18, 2017
and threatening. She also she was scared and felt that he was stalking her.
Management decided the driver could no longer transport the client from
April 27, 2017
Complaint 5.
Complaint 6: A female client reported sexual harassment and threatening
September 27, 2017
behavior, including stalking.
October 9, 2017
Northwest terminated the driver.
Source: Employee personnel file and complaint information provided by management.

The Transportation Program Policy and Procedures Manual states that “violations of
agency rules are subject to progressive discipline” and violation of serious offenses “may subject
the employee for discharge upon the first offense.” The manual list includes the following as
serious offenses:
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intimidation,



coercion,



threatening or attempting bodily injury to another employee or client, and



sexual harassment.

The Transportation Human Resources and Payroll Coordinator believed the former
Transportation Director should have terminated the driver sooner; however, he decided to issue
warnings and to provide the driver multiple opportunities to improve his conduct. Because the
former Transportation Director is no longer with the agency, we also discussed this with the
Executive Director. The Executive Director stated that he was likely part of the conversation, but
he could not recall the specifics because it had been several years. The Executive Director stated
that at this point, without talking to the individuals involved, such as the former Transportation
Director, he did not know if the agency handled the driver’s disciplinary actions incorrectly or not.
Nutrition Program
During our audit period, July 1, 2017, through February 14, 2020, the Nutrition program
did not have policies or procedures to document complaints or track their resolution; therefore, we
were unable to perform any testwork for that program. On March 1, 2020, after we made our
initial inquiries, the Nutrition Director created a complaint policy and a log to track complaints.
The Nutrition Director stated that the program had not considered a policy until we brought the
matter to his attention, and he believed it was prudent to implement complaint policies and
procedures. As of August 12, 2020, the Nutrition Director stated that the program has not received
any complaints since he implemented the policy and procedures. Again, it is important to note
that since there was no formal policy or related procedures in place, it is possible there were
complaints that staff simply did not document.
Homemaker Services Program
Based on our audit procedures, we found that Homemaker Services program management
did not set a timeline for complaint resolution in the program’s Consumer Grievance Policy. The
Homemaker Director stated that it was her mistake that the policy did not address resolution
timelines21 but that it generally takes the program 3 to 4 days to resolve grievances and complaints.
We found that this was true for 2 complaints; however, the other complaint took 14 days to resolve.
The Homemaker Director stated that she plans to confer with the other human resource agencies
before amending the policy.
Effect
Without written, agency-wide policies and procedures to monitor complaints, including
tracking and resolution, management cannot effectively identify customer complaint trends, which
21

The policy does address critical incidents, which must be reported to the managed care organization within 24 hours.
Critical incidents include financial exploitation; medication errors; neglect/suspected neglect; physical, mental,
emotional, or sexual abuse or suspected abuse; theft; severe injury; or death.
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may be indicative of larger operational problems. Furthermore, when management does not have
a way to stay informed about complaints, staff may not involve management when it is appropriate,
leaving management and the board in the dark about significant issues. Also, the board and
management cannot ensure programs are meeting their customer’s needs without obtaining
feedback and addressing customer concerns swiftly.
When program area management and staff do not have complaint processes in place,
Northwest risks losing grant funding due to noncompliance with respective grant public
accountability sections, which may negatively impact the agency’s mission. Additionally, when
transportation staff do not manage complaints in accordance with program policy, the risk that
staff will not identify significant service delivery issues and elevate them to management increases.
When staff do not follow complaint policies and procedures and do not address significant
complaints, clients’ safety may be at risk.
Recommendation
The board chair and management should take steps to develop and implement agency-wide
complaint policies and procedures to track, investigate, and resolve client complaints within an
established timeframe. The Executive Director should work with program staff to ensure that all
individual contractual requirements are considered when developing these policies and procedures.
The Executive Director should ensure that the policies and procedures are designed to consider all
complaints, not just written complaints. Furthermore, the Executive Director should periodically
update the board about the complaints received and how they were handled.
Additionally, the Nutrition Director should ensure that clients are aware of the newly
implemented complaint policy and that employees are properly trained in complaint resolution.
The Homemaker Director should update the complaint policy to include a timeframe for complaint
resolution and ensure that all staff are made aware of the requirements. Furthermore, the
Transportation Director should provide additional training to staff for receiving, tracking, and
resolving complaints, including completing the complaint log and sending out the required
resolution letters.
Board’s and Management’s Comments
We concur. Northwest Management is developing an agency-wide monitoring process.
Finding NW4 – Northwest Transportation management did not have internal controls in
place to ensure staff and its vendor performed and maintained evidence of background
checks, registry reviews, and screenings for Northwest van drivers
Northwest’s Transportation program administers transportation for a diverse group of
clients and purposes, including non-emergency medical transportation. Under contract
arrangements, Northwest provides transportation services for the Tennessee Department of
Transportation, Southeastrans, Inc., and Tennessee Carriers, Inc. In accordance with contract
terms and Northwest’s policies and procedures, Northwest management should ensure that van
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drivers meet certain standards before they are hired and that drivers maintain those standards
throughout the course of their employment.
Results of the Prior Audit
In the prior audit, we found that the human resource agencies’ personnel files did not
contain evidence that van drivers met the job requirements. Specifically, for Northwest, we found
that one personnel file did not contain documentation that the van driver was offered a Hepatitis
B vaccination. In response, management stated that they reviewed all drivers’ files to ensure that
all files were complete and contained contractually required documentation.
Current Audit
Based on our testwork, management corrected the condition for documenting that van
drivers were offered Hepatitis B vaccines; however, we found new conditions where van driver
personnel files did not contain evidence of management’s pre-employment background checks,
registry reviews, and screening process.
Condition, Criteria, and Cause
Northwest’s contracts with Southeastrans and Tennessee Carriers require that the following
checks and screenings be conducted for all drivers prior to providing services to clients:22


background check;



Tennessee and National Sexual Offender Registry;



Medicare/Medicaid Fraud check;



motor vehicle record report;



physical examination;



drug and alcohol screening;



List of Excluded Individuals and Entities; and



Excluded Parties List System/System for Award Management check.

The Tennessee Carriers contract requires the checks listed above and the following
additional pre-hire checks to be performed:


Tennessee Abuse Registry, and



Tennessee Felony Offender Information Lookup.

Northwest uses a vendor to perform criminal background checks and some registry reviews,
and Northwest staff perform the other registry reviews and the pre-employment screenings.
22

Some items also have to be periodically checked or completed at intervals outlined in the contract.
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Outdated Transportation Contracts On File
When we requested Northwest’s contracts for transportation services, the Tennessee
Carriers, Inc., contracts management provided us were outdated. 23 We requested updated
contracts and management had to contact Tennessee Carriers, Inc. to obtain the most recent
contracts, which were signed by the Executive Director on January 25, 2017, and December 13,
2016. 24 When we spoke with the Executive Director about this, he stated that the former
Transportation Director, who was in place when the Executive Director signed the contracts, was
responsible for keeping staff informed about any changes to the contracts. According to the current
Transportation Director, the former Transportation Director did not inform staff of the updated
requirements, such as new requirements to check the Tennessee Abuse Registry and Federal
Offender Information Lookup before hiring van drivers.
Any changes to contractual requirements must be fully communicated to transportation
staff. Green Book Principle 14.02 states, “Management communicates quality information
throughout the entity using established reporting lines. Quality information is communicated
down, across, up, and around reporting lines to all levels of the entity.” Additionally, Principle
9.03 states,
Conditions affecting the entity and its environment continually change. Management can
anticipate and plan for significant changes by using a forward-looking process for
identifying change. Management identifies, on a timely basis, significant changes to
internal and external conditions . . . Identified significant changes are communicated
across the entity through established reporting lines to appropriate personnel.

No Documented Registry Reviews
The Transportation Director could not provide evidence to substantiate the preemployment background checks, registry reviews, and screening process for van drivers. The
Transportation Director stated that she requires staff to perform the required registry reviews and
screening for the van drivers before they are hired and that she reviews van drivers’ applications
to ensure the agency staff performed all required registry reviews and screenings; however, she
does not document this review. The Executive Director stated that he does not believe
documenting this review would be an efficient use of the Transportation Director’s time. It is
important to note, however, that based on our discussions, the Transportation Director is already
performing a review, and documenting this review would not take any additional time. Despite
management’s description of their control process, our testwork revealed that Transportation staff
either did not conduct or could not provide evidence that they conducted contractually required
pre-employment background checks, registry reviews, and screenings for newly hired van drivers.
The details of these deficiencies are included below and in Tables 5 and 6.

23
24

The contracts provided were from 2008, with an attachment that was amended in 2012.
Tennessee Carriers, Inc. contracts with both UnitedHealthcare and Amerigroup to provide transportation services.
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Tennessee Registry Checks
For the sample of 60 van drivers (100%) we tested, we found there was no documentary
evidence in their personnel file that Northwest
performed the required search of the Tennessee
COST OF BACKGROUND CHECKS AND
MOTOR VEHICLE REPORTS
Sex Offender Registry, Tennessee Abuse
Registry, and Tennessee Felony Offender
Information Lookup before hiring the individual During our audit period, July 1, 2017,
as a van driver. According to the Transportation through February 20, 2020, Northwest
Compliance Coordinator, the agency has its paid its vendor a total of $6,419 for
background checks and Motor Vehicle
background check vendor run background checks
Records reports.
that include these reviews mentioned above. We
noted that the background check type on the Source: Vendor invoices provided by management.
documentation was “Northwest A La Carte,” but
neither Northwest nor the vendor could provide us
a document or agreement that listed exactly what this type of background check included. We
contacted the background check vendor, and the representative confirmed that its background
check database does include these registries; however, the results page did not indicate the
individual registries that were included, so we could not confirm this statement. 25 The
Transportation Compliance Coordinator noted that moving forward she has requested that the
vendor separately identify the registries on the background check results page.
Criminal Background and National Sex Offender Registry
For 5 of 60 van drivers tested (8%), we found that staff did not obtain criminal background
checks from the vendor before hiring the driver. For 1 of the 5 drivers, the Compliance
Coordinator did not obtain the background check, which includes a check of the National Sex
Offender Registry, until after the driver began providing transportation services to customers.
According to the Public Transportation Director, the Compliance Coordinator did not request the
background checks on time because she had to assume duties of another employee who was on
extended leave, causing her to be overloaded.
Medicare/Medicaid Fraud
For 56 of 60 driver files tested (93%), staff either ran the Medicare/Medicaid fraud check
after the driver was already hired by the agency or could not provide evidence that staff performed
the check at all. See Table 5 for the error details.

25

The vendor results page includes “National Criminal Database Search/Sex Offender Search” above the results; no
other sources are listed.

185

Table 5
Testwork Results for Medicare/Medicaid Fraud Check
Number of
Errors
32
3
13
4
4

Reason for Error
Staff completed the fraud checks after the driver was hired but before the
driver provided services to the public.
Staff completed the fraud checks after the driver was hired but could not
provide the date the driver began providing services to the public.
Staff completed the fraud check after the driver began providing services.
Staff did not complete fraud checks.26
Staff could not provide documentation that they performed the fraud checks.

Source: Northwest Transportation Director and Transportation Human Resource and Payroll Coordinator.

According to the Compliance Coordinator,
Northwest was not instructed to complete the checks
before or after hiring the drivers as long as they were
completed before the driver began work. The
Compliance Coordinator stated that newly hired
drivers are aware that they could be terminated if the
check showed they committed Medicare/Medicaid
fraud. She noted that the four checks that were not
performed were for drivers who quit or were
terminated during the drivers’ training period.
Northwest Transportation program staff
could not provide documentary evidence that the
agency obtained motor vehicle records reports,
physical examinations, or drug and alcohol
screenings for all van drivers. The agency searched
for but could not locate the relevant documentation,
or the driver brought the motor vehicle record to the
job interview and the agency did not keep a copy.
(See Table 6.)

Missing Documentation
The Public Transportation Director
stated that the agency could not
provide some documentary evidence
for Medicare/Medicaid fraud checks,
Motor Vehicle Record, Physical
Examination, and Drug/Alcohol
Screening requirements because the
agency changed filing systems in 2019
to electronic filing from paper filing. The
Public Transportation Director also
noted that when a driver is hired
multiple times with the agency, there
are many different documents that are
required and checks that are performed
that the documentation might have
been misplaced or misfiled.

Table 6
Testwork Results From Our Review of Driver Files
Deficiency
Identified
Lacking
Documentation

Motor Vehicle
Record
1 of 60
(2%)

Physical
Examination
1 of 60
(2%)

Drug and Alcohol
Screening
8 of 60
(13%)

Source: Northwest Transportation Director and Transportation Human Resource and Payroll Coordinator.

26

These four drivers quit or were terminated during the training period and did not actually provide transportation
services to clients.
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Effect
When management does not design and implement internal control processes to ensure that
staff or the vendor perform all required pre-employment activities for drivers, including documented
reviews, the risk increases that the agency will employ drivers who do not meet the minimum
qualifications. Without a clear, binding agreement in place governing background checks and
registry reviews, the vendor may not be meeting management’s needs and management may be
unaware of the deficiency. Additionally, when staff do not maintain documentation, management
cannot ensure that staff carried out the process completely before hiring drivers. When the agency
hires drivers without knowing that they meet these standards, management increases the agency’s
liability and compromises the safety of the agency’s Transportation clients. Furthermore, when
management does not ensure that the most recent provider contracts are available and that staff are
trained about updated requirements, management increases the risk that staff will be unaware of what
they need to do to ensure client safety and comply with the contractual requirements.
Recommendation
The Executive Director and the Transportation Director should work with the vendor to
include the results of all required registry reviews on the background check results page.
Alternatively, given that all of the registries are available online, management could have staff
complete the registry reviews. The Transportation Director should implement procedures to
ensure that the agency obtains all background checks and registry reviews or performs registry
reviews before authorizing the hiring of the van drivers. The Transportation Director should
ensure that those staff responsible for hiring the drivers obtain and retain all the required
documentation prior to the hiring decisions. Additionally, management should implement a
process to ensure that any new contracts that are signed by the Executive Director are retained for
the agency’s records and that contract requirements are met.
Board’s and Management’s Comments
We concur. Currently, the Transportation management has changed internal control
system to comply.
Finding NW5 – As noted in the prior audit, Northwest management did not have internal
controls in place to ensure staff completed registry reviews for Nutrition volunteers, and staff
did not do the registry reviews for volunteers during our audit period; additionally,
management did not have a documented review of background checks and registry reviews
for Nutrition and In-Home Services employees
Results of the Prior Audit
In the prior audit, we found that the human resource agencies did not retain support for
background checks and/or registry reviews or they did not perform them at all. For all four of
Northwest’s Nutrition volunteers, we were unable to determine when the registry reviews were
completed because there was no date stamp on the registry review printout.
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Current Audit
Based on our current testwork, management did not initially perform registry reviews for
its Nutrition volunteers. Based on the date stamp on the registry reviews provided, management
performed the registry reviews after we requested them. We also found that management does not
have strong internal controls in place to ensure staff obtain background checks and perform
registry reviews for all Nutrition and In-Home Services staff.
Background
Northwest contracts with the Northwest Tennessee Area on Aging and Disability,27 the
Tennessee Department of Human Services, and the Division of TennCare’s (TennCare) managed
care organizations (MCO) to provide nutrition and in-home services28 to elderly, disabled, and/or
vulnerable residents of Northwest Tennessee. Additionally, in order to be a licensed Personal
Support Service agency and provide In-Home Services, Northwest has to meet the licensure rules
set forth by the Tennessee Department of Mental Health and Substance Abuse Services. See Table
7 for a description of these programs and contracts.
Table 7
Northwest’s Nutrition and In-Home Services Programs
Program

Contracting Entity

Description of Services Provided

Nutrition – Congregate
Meals & Home
Delivered Meals

Northwest Tennessee
Area Agency on Aging
and Disability
(NWTAAAD)

Home and Community
Based Programs –
Caregiver, Options, and
Long-Term Choices
Social Services Block
Grant Protective
Services Homemaker

NWTAAD

This program provides hot, nutritious noon-time
meals at congregate sites and ensures daily social
contact for persons over 60. Home-delivered meals
are provided to eligible home-bound persons that
are unable to attend congregate meal sites.
This program provides homemaker, personal care,
sitter services, and home-delivered meals to the
elderly and adults with a disability.

MCOs – Amerigroup
and UnitedHealthcare
Tennessee Department
of Human Services
(TDHS)

This program provides in-home services to lowincome, elderly, or disabled adults who are referred
by TDHS Adult Protective Services due to
allegations of abuse, neglect, or exploitation.

Source: Northwest’s annual reports, contracts, and services agreements.

27
The Northwest Tennessee Area Agency on Aging and Disability requires the HRA to comply with standards set by
the Tennessee Commission on Aging and Disability (TCAD).
28
Nutrition includes programs such as Congregate Meals and Home Delivered Meals. In-Home Services includes
programs such as Home and Community Based Programs and the Social Services Block Grant Protective Services
Homemaker Program.
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These contracts require that Northwest
TENNCARE:
management take steps to protect their clients by
D
IRECT
VS
. INDIRECT SERVICES
performing background checks on employees and
reviews of the several registries/lists for employees
Direct services are when the
and volunteers before they are hired or serve clients.
employee or volunteer provides
These requirements vary, based on the program, hands-on support with activities of
contracting entity, type of client, and whether daily living for the client.
employees and volunteers have direct contact with
clients. Since Nutrition and In-Home Services staff Indirect services are when the
and volunteers serve different types of clients across employee or volunteer does not
multiple programs, the agency should follow the most provide hands-on care and instead
stringent background and registry checks across has limited face-to-face interaction
programs. To obtain background checks, Northwest with clients, such as delivering meals.
uses American Investigation Detective Services for InSource: TennCare Long-Term Services and
Home Services employees and the Weakley County Support Operational Protocol.
Sheriff’s Office for Nutrition employees. The Billing
Specialist performs all registry reviews for the Nutrition and In-Home Services employees and
Nutrition volunteers.
Effect, Condition, and Criteria
Performing and maintaining background checks and registry reviews allows Northwest
management to ensure and maintain evidence that only appropriate individuals were allowed to
work in and volunteer to deliver to the homes of its clients, which include elderly and vulnerable
populations. When management does not conduct the contractually required background checks
and registry reviews, there is an increased risk that someone who poses a threat could have access
to clients’ homes.
Nutrition Volunteers
Seven Nutrition program volunteers began service during our audit period, July 1, 2017,
through February 1, 2020; however, based on our discussion with management and the date stamp
on the registry reviews, the Billing Specialist performed the registry reviews for all seven
volunteers after we requested them. The Billing Specialist did not complete the required registry
reviews before they began volunteering.
Based on our review of the documentation of all seven volunteers’ registry reviews, we did
not identify any volunteers who began service that would have been disqualified based on the
results of the reviews.
Nutrition and In-Home Services Employees
Although the Billing Specialist obtained background checks and completed all registry
reviews for the population of 1 Nutrition and 22 In-Home Services employees hired during our
audit period, program management was not able to provide evidence of its supervisory review
process to ensure that the agency’s Billing Specialist completed the background checks and
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registry reviews. The In-Home Services Program Director and the Nutrition Program Director
stated that they reviewed all background checks and registry reviews for their respective program’s
employees after the Billing Specialist compiled them; however, they did not document this review.
Management stated that they had not considered documenting the Program Director’s
review, but they agreed that it is something they should implement to ensure that staff complete
the background checks and registry reviews.
Direct Services Requirements (In-Home Services Employees and Some Nutrition employees)29
Northwest’s contracts with Amerigroup, UnitedHealthcare, the Northwest Tennessee Area
Agency on Aging and Disability, and the Tennessee Department of Human Services; the
Tennessee Department of Mental Health and Substance Abuse Services’ licensure rules; and their
own internal policies require management to complete background checks and certain registry
reviews before hiring direct services employees,30 including


Tennessee Abuse Registry,



Tennessee Felony Registry,



Tennessee Sex Offender Registry,



National Sex Offender Registry,



List of Excluded Individuals/Entities, and



Excluded Parties List System (ELPS)/System for Award Management (SAM) check.

Indirect Services Requirements (Nutrition Volunteers)
Additionally, Northwest’s contracts and their own internal policies require management to
complete the following registry reviews before Nutrition volunteers begin volunteering:


Tennessee Abuse Registry,



Tennessee Felony Registry,



Tennessee Sex Offender Registry,



National Sex Offender Registry,



List of Excluded Individuals/Entities, and



Excluded Parties List System (ELPS)/System for Award Management (SAM) check.

See Appendix NW-D for more details on the contractual requirements for the Nutrition
and In-Home Services programs.
29

Many Nutrition employees provide indirect services.
For both direct and indirect services, some items also have to be periodically checked or completed at intervals
outlined in the contract.

30
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Green Book Principle 12.02 states, “Management documents in policies the internal control
responsibilities of the organization.”
Cause
The District Nutrition Manager stated that he believes that the issue occurred due to a lack
of written procedural steps for the program’s hiring of employees and enrolling of volunteers. He
also stated that nutrition sites, which the central office staff rely on to communicate volunteer
information, do not always keep them informed about volunteers. We were provided the volunteer
information in order to perform our review.
Recommendation
Management should ensure the agency’s background check processes are sufficient so that
staff perform the required background checks and registry reviews timely and accurately.
Furthermore, management should develop processes to track volunteer workers and ensure that
the necessary registry reviews are done before the volunteer begins service.
Board’s and Management’s Comments
We concur. Currently, the Nutrition and In-home services management will change
internal controls to comply.
Observation NW6 – Northwest’s management should improve the agency’s internal controls by
conducting an annual risk assessment to identify operational and fiscal risks, including those
related to fraud, waste, abuse, errors, and noncompliance
An ongoing and documented risk assessment process is a basic component of internal
control which allows management to eliminate or mitigate the risks that could affect an agency’s
overall mission, financial resources, or compliance with state law or other regulatory requirements.
An effective risk assessment identifies risks to operational objectives and describes the controls
used by management to mitigate the risks of errors, noncompliance, fraud, waste, and abuse within
the agency. Currently, agency management conducts activities that assist them with evaluating
how well management and program staff meet program requirements and operational benchmarks
and goals. Although these activities help management identify areas of concern, these activities
do not fulfill the same purpose as an annual risk assessment and do not identify risks, the likelihood
or potential impacts of those risks, and the agency’s mitigating controls.
Management should conduct and document an annual risk assessment to identify risks that
could prevent the agency from meeting the agency’s operational and fiscal goals and mission,
including those risks related to compliance with laws and financial matters such as errors, fraud,
waste, and abuse. For risks with either a high likelihood of occurring or a high impact if they do
occur, management should identify internal controls to prevent and detect them. As part of
management’s ongoing monitoring of their control processes, if deficiencies are identified,
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management should evaluate their controls to determine if new controls need to be implemented
or if existing controls need to be reassessed and redesigned.
Observation NW7 – Northwest management did not ensure that the agency’s blanket insurance
policy complied with statute
Section 13-26-110, Tennessee Code Annotated,
Bonds protect the human
requires human resource agencies to bond “any board
resource agency from
member, policy council member, employee, officer, or any financial loss due to employee
authorized person . . . who receives public funds, has
dishonesty or negligence.
authority to make expenditures from public funds, or has
access to any public funds.” Bonding these individuals protects the agency from incurring
financial losses due to employee theft or dishonesty.
Bonding Process
While we found that management obtained bonds for the appropriate personnel in amounts
that met statutory minimums, we determined that management did not have written procedures for
determining which individuals require bonding, obtaining bonds, and calculating bond amounts to
meet requirements in statute. The Executive Director stated that he did not believe documenting
these processes was necessary and that he would expect future employees involved to “look at the
formula in the code and do the simple calculation first.”
According to Green Book Principles 3.09 and 3.10,
3.09 Management develops and maintains documentation of its internal control system.
3.10 Effective documentation assists in management’s design of internal control by
establishing and communicating the who, what, when, where, and why of internal control
execution to personnel. Documentation also provides a means to retain organizational
knowledge and mitigate the risk of having that knowledge limited to a few personnel, as
well as a means to communicate that knowledge as needed to external parties, such as
external auditors.
See the Matter for Legislation on page
14 for more information about bond
requirements and proposed legislation.

Insurance Policy

Furthermore, Northwest’s employee
dishonesty coverage 31 does not meet statutory
minimums. The agency’s insurance policy covers it from losses associated with employee
dishonesty up to $150,000 per an occurrence, which is below the statutory minimum of $400,000
per occurrence. The Executive Director stated that the agency’s insurance company recommended
$150,000 per occurrence, and he was unaware that higher coverage was required by statute.
31

Based on our office’s legal research, the human resource agencies, including Northwest, met with Comptroller’s
Office management and discussed the cost of acquiring individual bonds for all board members and staff required to
be bonded. The agencies, including Northwest, obtained an employee dishonesty insurance policy to cover potential
losses from employees not individually bonded.
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Section 13-26-110, Tennessee Code Annotated requires that the human resource agencies
(HRA) bond board members, policy council members, employees, officers, and other authorized
persons of an HRA who handle public funds; however, Section 8-19-101(e)(2)(B)(i), Tennessee
Code Annotated, states that if the HRA obtains a policy in accordance with subdivision (e)(2)(a),
it shall be deemed a blanket official bond for those individuals handling public funds. Subdivision
(e)(2)(a) states that the HRAs may
Obtain and pay the premiums or other costs with respect to a policy of insurance issued by
an insurance company duly authorized to do business in this state or an agreement with a
pool established pursuant to § 29-20-401 or any entity established pursuant to § 29-20401(b)(2) for administration of such agreement, that provides government crime coverage,
employee dishonesty insurance coverage, or equivalent coverage that insures the lawful
performance by officials and their employees of their fiduciary duties and responsibilities.
Any such policy or agreement maintained shall have limits of not less than four hundred
thousand dollars ($400,000) per occurrence [emphasis added].

Without written procedures, management increases the risk that the knowledge of the
proper bonding procedures is limited to a few members of current management. Also, when
management does not purchase insurance for employees who have access to public funds in the
amounts required by statute, there is an increased risk that the agency may suffer uncompensated
loss in the event of errors, theft, or fraud.
Management should develop written procedures for the process to evaluate bond statutory
requirements and should ensure the agency complies with the requirements. Management should
update these procedures as requirements change. Furthermore, management should ensure
unbonded employees handling public funds are covered under the employee dishonesty insurance
policy for at least $400,000 per occurrence.
Observation NW8 – To assist the oversight bodies with their responsibility to achieve the
agency’s mission, Northwest management should review and communicate when employee
turnover rates may impact mission; furthermore, management should take steps to generate the
necessary data to perform these analyses
Based on our discussion with the Director of Special Projects and Human Resources
(SP/HR Director), management does not formally calculate employee turnover and analyze the
impact that turnover may have on the agency’s ability to meet the mission. Additionally
management should take steps to generate the necessary data to perform turnover analyses.
The agency uses Cougar Mountain’s Denali software to process payroll and manage human
resources, but the SP/HR Director and the Controller explained that they were not sure what
reporting capabilities they have with their software. The Controller explained that although the
payroll module has fields for hire date and termination date, staff do not consistently fill out these
fields. As a result, management manually assembled lists of employees rather than generating
employee reports from Denali software.
According to Green Book Principle 13.05,
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Management processes the obtained data into quality information that supports the internal
control system. This involves processing data into information and then evaluating the
processed information so that it is quality information. Quality information meets the
identified information requirements when relevant data from reliable sources are used.
Quality information is appropriate, current, complete, accurate, accessible, and provided
on a timely basis.

Management’s commitment to provide the oversight bodies with relevant information
when needed, such as increases in employee turnover, will ensure that oversight bodies can fulfill
their responsibilities to remain viable in providing community services. Management should
consider working with Cougar Mountain customer support to develop reporting or data gathering
capabilities within the payroll and human resource management system that would allow
management to collect and analyze turnover data.
Observation NW9 – Northwest management should conduct a needs assessment to identify
service gaps
Based on our review of the agency’s programs and service area economic data, the agency
is meeting its statutory mission to be the delivery system for human resources. Management is
also providing services to enhance the quality of life for all residents of the region in accordance
with the agency’s mission; however, the agency’s mission also states that the governing
board/policy council and management will constantly search for new programs to meet the regions
changing needs. This is where the policy council and management could make improvements.
Specifically, management does not have a formal process to determine if any gaps in service exist
between the needs of the community and the services the agency offers. Management relies on
the Northwest Tennessee Area Agency on Aging and Disability to provide them with customer
satisfaction survey results as a method to evaluate the agency’s effectiveness; however, these
surveys do not help management identify unmet needs in the community.
The Executive Director stated that agency management may not be aware of needs gaps in
the community as a result of not conducting a formal needs assessment. Although he agreed that
it is a problem, he added that the Northwest policy council members are on multiple boards32 and
bring ideas and requests to the agency as a result of these memberships. For instance, according
to the Executive Director, the agency added additional meal sites and began serving Ensure, a
bottled nutritional shake, as a result of nutrition gaps that policy council members identified. The
Director of Special Projects and Human Resources added that the staff members regularly go to
trainings and bring back new ideas. Any ideas that are brought back for consideration are done so
informally and are not documented.
The Executive Director stated that management has not conducted a needs assessment
because the idea had not occurred to them. He stated that it was his understanding that the needs
assessment was a requirement for the Community Service Block Grant services, which the agency
According to the Executive Director, some members of the policy council also serve on the governing boards of the
West Tennessee River Basin Authority, the Northwest Tennessee Economic Development Council, the Northwest
Tennessee Workforce Board, and the informal coalition of West Tennessee mayors.

32
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does not provide. Although Northwest does not administer the Community Service Block Grant
program, the Executive Director stated that if a needs assessment identifies previously unknown
gaps in the communities’ needs, it would be beneficial to the agency, regardless of whether it is
required by a specific grant.
Green Book Principle 13.02 states that management should design a process that uses the
entity’s objectives to identify the information requirements needed to achieve the objectives.
Principle 13.05 states that management should use the information to make informed decisions
and evaluate the entity’s performance in achieving key objectives.
Additionally, according to Green Book Principles 3.09 and 3.10,
3.09 Management develops and maintains documentation of its internal control system.
3.10 Effective documentation assists in management’s design of internal control by
establishing and communicating the who, what, when, where, and why of internal control
execution to personnel. Documentation also provides a means to retain organizational
knowledge and mitigate the risk of having that knowledge limited to a few personnel, as
well as a means to communicate that knowledge as needed to external parties, such as
external auditors.

Because management does not a conduct a formal, documented needs assessment to
identify service gaps in the community, it increases the risk that there is an untapped program the
agency could administer to help people in its service area. Additionally, because management’s
consideration of suggestions and input from its governing bodies and other parties is informal,
there is no documentation for future agency leaders to refer to when assessing new programs and
services.
The Executive Director and the Director of Special Projects and Human Resources should
develop a needs assessment process, involving clients, community partners, board members, and
employees, to identify potential service gaps in the community. They should discuss the results
with program directors and determine how the agency and its partners can address any identified
service gaps. These discussions and consideration of new programming should be documented
and available for future decision-making.

COVID-19 IMPACT AND AGENCY RESPONSE
(Unaudited)

Agency Operations
Based on our discussions with agency management, the agency remained open during the
pandemic. Management closed the building to clients; however, services continued with
modifications, whenever necessary. Employees worked from home, except for the Transportation
program’s van drivers. Management also implemented a number of new policies to guide staff
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during the pandemic, including policies related to working from home, workplace safety, COVID
testing protocol, and returning to work.
Personal Protective Equipment
Based on our discussion with the Director of Special Projects and Human Resources
(SP/HR Director), at the beginning of the pandemic, staff began purchasing gloves, disinfecting
wipes and spray, and hand sanitizer from Walmart; however, those items became limited very
quickly. She reached out to Full Throttle Distillery management and ordered 270 gallons of hand
sanitizer for the Transportation program. She also contacted the West Tennessee Director of the
Tennessee Emergency Management Agency, who allowed her to access their site each week to
order supplies, such as gloves, masks, disinfectant, wipes, and hand sanitizer. The SP/HR Director
stated that the State of Tennessee declared the programs administered by Northwest essential;
however, personal protective equipment (PPE) was not available. She also stated that the
Tennessee Department of Transportation did not have resources available to help the agency
acquire PPE; they had to go out and find it themselves. The SP/HR Director stated the agency
spent around $19,250 on these supplies.
CARES Act Funding
The agency also received Coronavirus Aid, Relief, and Economic Security (CARES) Act
funding totaling $3,094,443. See Table 8.
Table 8
CARES Act Funding
CFDA
Number
93.045
20.509

Program Name (Agency Program)
Special Programs for the Aging, Title III, Part C, Nutrition
Services (Elderly Nutrition – Meal Services)
Formula Grants for Rural Areas and Tribal Transit Program
(Transportation)
Total Funding

Amount
$ 229,100
$2,865,343
$3,094,443

Source: Grant award notification letters provided by the Director of Special Projects and Human Resources.

Transportation Program
Impact on Services
Based on our discussion with management, the pandemic and Governor Lee’s Safer at
Home order, which began March 31, 2020, affected the number of requests for transportation.
Transportation requests were down 71%, from an average of 700 per day to 200 per day.
Management also reduced public transportation trips to a nine-county area: Benton, Carroll,
Crockett, Dyer, Gibson, Henry, Lake, Obion, and Weakley. In addition, management eliminated
trips to major cities such as Memphis and Nashville but began scheduling those trips again once
the Safer at Home order was lifted on April 30, 2020.
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Additionally, management had concerns about drivers and transportation clients
maintaining appropriate social distancing during fare collection. As a result, drivers stopped
collecting fares beginning May 1, 2020, to encourage social distancing; as of August 20, 2020, the
agency is still waiving the fares for passengers.
Employees
Northwest furloughed 17 transportation employees. As of August 20, 2020,


9 employees have returned to work;



2 employees quit while furloughed; and



6 employees have refused to return to work.33

Four drivers were exposed to COVID-19 after transporting clients to a nursing home;
following that event, the same driver would transport the nursing home clients to reduce exposure.
Additionally, based on an employee suggestion, management installed clear shower curtains in the
vans to provide a physical barrier between the drivers and passengers.

Nutrition and In-Home Services
Management stopped serving congregate meals; however, congregate meal participants
were allowed to sign up for Elderly Nutrition in lieu of attending congregate meal service. Staff
began delivering meals to client’s homes weekly, beginning around March 15, 2020. Most of the
senior centers closed, but staff continued to work and provide meals.
Northwest also received additional funding through the Northwest Tennessee Area Agency
on Aging and Disability (NWTAAAD), which management used to contract with local restaurants
to prepare and deliver meals to those in need. Because of those additional funds, agency
management reported that they were able to serve an additional 893 people, including 328 Elderly
Nutrition participants and 565 Restaurant Meal participants. The Executive Director also stated
that before the pandemic and subsequent CARES Act funding, there was a waiting list of eligible
individuals for meal delivery services; however, there was no funding available. According to
management, the CARES Act funding allowed them to provide services to all the individuals on
the waiting list.
Both the Elderly Nutrition program and Restaurant Meals delivery lasted around 7 weeks,
using 5 transportation vans, and rotating 10 NWTAAAD staff to assist with delivering restaurant
meals.

33

Management sought guidance from their attorney about the employees who refused to return to work; their attorney
advised management to issue permanent separation notices to those employees.
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APPENDICES

APPENDIX NW-A
Internal Control Significant to the Audit Objectives
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) sets internal control standards for federal entities and serves
as best practice for non-federal government entities, including state and local government
agencies. As stated in the Green Book overview,34
Internal control is a process used by management to help an entity achieve its
objectives . . . Internal control helps an entity run its operations effectively and
efficiently; report reliable information about its operations; and comply with applicable
laws and regulations.

The Green Book’s standards are organized into five components of internal control:
control environment, risk assessment, control activities, information and communication, and
monitoring. In an effective system of internal control, these five components work together to
help an entity achieve its objectives. Each of the five components of internal control contains
principles, which are the requirements an entity should follow to establish an effective system
of internal control. We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Risk Assessment
Principle 6
Principle 7
Principle 8
Principle 9

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Information and Communication
Principle 13
Principle 14
Principle 15

Use Quality Information
Communicate Internally
Communicate Externally

Principle 16

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

Monitoring
Principle 17

In compliance with generally accepted government auditing standards, we must determine
whether internal control is significant to our audit objectives. We base our determination of
significance on whether an entity’s internal control impacts our audit conclusion. If some, but
not all, internal control components are significant to the audit objectives, we must identify
those internal control components and underlying principles that are significant to the audit
34

For further information on the Green Book, please refer to https://www.gao.gov/greenbook/overview.
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objectives. In the following matrix, we list our audit objectives where internal control was
significant and identify which internal control components and underlying principles were
significant to those objectives.
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

Policy Council

Governing Board

Control Environment
Audit Objectives
Significance
Yes
4 Did the governing board have a
policy to address attendance for
all oversight bodies and did
governing board members
consistently attend meetings?
Yes
6 Did the governing board have

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

policies and procedures in place to
disclose board members’ conflicts
of interest?

11 Did the policy council have

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

policies and procedures in place to
disclose council members’
conflicts of interest?
13 Did council policy allow for public
comment at meetings?
14 Did the policy council give public
notice before all meetings?

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

15 Did agency management conduct

Yes

No

Yes

No

No

No

Yes

Yes

Yes

Yes

No

No

No

No

No

No

No

No

Yes

No

Yes

Yes

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

No

No

Yes

No

Yes

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

No

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

No

No

No

No

No

No

Yes

No

Yes

No

Yes

No

No

No

No

No

No

No

No

No

Yes

No

Yes

Yes

No

No

No

No

an annual risk assessment to
identify and document the
agency’s risks and controls so that
management can effectively
mitigate the risks of error,
noncompliance, fraud, waste, and
abuse?

Agency Operations

16 Is the agency in compliance with
bond requirements as outlined in
statute?
17 Did employee turnover create
problems with the agency’s
operations or the board and
management’s ability to meet its
mission?

18 Did management have a formal,
agency-wide monitoring process to
ensure program areas track,
investigate, and resolve client
complaints timely?

19 In response to the prior finding,
did agency management
implement procedures to ensure
that personnel files contained
evidence that van drivers met all
job requirements?

20 In response to the prior audit
finding, did management
implement processes to ensure
timely background checks and
registry reviews for the Nutrition
and In-Home Services staff and
volunteers?

21 Did the agency have a formal
records management policy
governing public records?
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APPENDIX NW-B
Methodologies to Achieve Objectives
Governing Board
To achieve our objectives related to governing board attendance, public notice, and public comment,
including obtaining an understanding and assessing management’s design of internal controls, we interviewed the
agency’s Executive Director, Human Resources and Special Projects Director, and Controller. We also reviewed the
agency’s bylaws and RSVP records kept by the Human Resources and Special Projects Director.
To address our objectives related to the governing board policies and procedures for conflicts of interest,
including obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the agency’s Executive Director, Human Resources and Special Projects Director, and Controller. We
also reviewed the agency’s bylaws.
For the remaining objectives, we interviewed the agency’s Executive Director, Human Resources and Special
Projects Director, and Controller. We also reviewed the agency’s bylaws and state statute. We consulted the General
Counsel of the Office of the Comptroller of the Treasury to gain an understanding of the statutory requirements of the
governing board. We reviewed governing board meeting minutes to determine if the board retained its ratification
responsibilities. We also reviewed a list of the governing board members during the period of July 1, 2017, through
December 31, 2019, to determine whether the governing board was composed according to statute. To determine
whether the board met statutory requirements related to employee travel regulations, a competitive bidding system,
and personnel procedures, we reviewed the Personnel Policies of the Northwest Tennessee Development District and
Northwest Tennessee Human Resource Agency, policy council meeting minutes, and the salary comparability
summary from the Tennessee Association of Human Resource Agencies. To accomplish our objectives related to
governing board meetings, members’ attendance, and quorum standards, we reviewed the agency’s bylaws and RSVP
records kept by the Human Resources and Special Projects Director.

Policy Council
To achieve our objective related to conflict of interest policies and public notice, including obtaining an
understanding and assessing management’s design and implementation of internal controls, we interviewed the
Executive Director, the Director of Human Resources and Special Projects, and the Controller. To achieve our
objectives related to conflict-of-interest disclosures, we reviewed the available disclosure forms for each policy
council member for fiscal years 2018, 2019, and 2020. To achieve our objective related to public notice, we reviewed
documentation provided by Director of Human Resources and Special Projects, as well as public notices available
online regarding the council meetings from July 1, 2017, through December 31, 2019.
To address our objective related to public comment, including obtaining an understanding and assessing
management’s design of internal controls, we interviewed the Executive Director, the Director of Human Resources
and Special Projects, and the Controller. To determine whether the policy council allowed for public comment at its
meetings, we reviewed the minutes of the meetings held from July 1, 2017, through December 31, 2019.
For the remaining objectives, we interviewed the Executive Director, the Director of Human Resources and
Special Projects, and the Controller. To determine if the policy council was properly composed, we compared the
policy council members from July 1, 2017, through December 31, 2019, with statutory requirements. To determine
whether policy council members consistently attended meetings and whether the council achieved quorum standards,
we reviewed the agency’s bylaws and the minutes for the 11 policy council meetings from July 1, 2017, through
December 31, 2019. To achieve our objectives related to conflict-of-interest forms, we reviewed the available forms
for each policy council member for fiscal years 2018, 2019, and 2020.
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Agency Operations
Risk Assessment
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed the Executive Director. We reviewed an example of the Executive Director’s
assessment checklist for fiscal year 2019. We reviewed the Tennessee Department of Transportation’s Risk
Assessment Questionnaires completed during our audit period. We also reviewed the monitoring tools completed by
the Northwest Tennessee Agency on Aging and Disability.
Bonds
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we reviewed bond statutory requirements and interviewed Northwest’s Executive
Director and Human Resources and Special Projects Director. We obtained the audited revenues for fiscal years 2016,
2017, and 2018, and reperformed the minimum bond amount calculations. We obtained all bonds active during the
period July 1, 2017, through December 31, 2019, to determine if the bonds met the statutory minimum.
Turnover
To accomplish this objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed Northwest’s Human Resources Director, obtained active employee counts, and
obtained and reviewed terminated employee lists from the Human Resources Director for the period July 1, 2017,
through February 7, 2020. We used the employee separations and average employee counts provided by management
to calculate agency-wide and program-specific turnover for the period July 1, 2017, through December 31, 2017, and
fiscal years 2018 and 2019. We also discussed turnover with agency management to determine if turnover has affected
the agency’s mission.
Complaint Process
To address our objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed Northwest’s Human Resources Director, Transportation Director, Nutrition Director,
and In-Home Services Director. We obtained and reviewed program contracts and grievance policies and procedures.
We performed a risk analysis on the agency’s programs, considering program funding and client impact to determine
which programs to examine further. We reviewed independent audit reports for program findings, Comptroller of the
Treasury’s hotline calls received related to these programs, and the number of complaints the programs received as
part of the risk analysis. We also reviewed the population of 10 Transportation program complaints and 3 Homemaker
program complaints received during the period July 1, 2017, through February 14, 2020, to evaluate if complaints
were resolved timely and in accordance with policy. We found a complaint alleging serious violations of policy and
expanded our scope to include previous complaints on that employee, dating back to 2011.
Van Driver Personnel Files
To achieve our objective, including obtaining an understanding and assessing management’s design,
implementation, and operating effectiveness of internal controls, we interviewed the Transportation Director and the
Transportation Compliance Coordinator. We reviewed the agency’s contracts with Tennessee Carriers, Inc. and
Southeastrans, Inc. to gain an understanding of the requirements for each driver. We also reviewed Occupational
Safety and Health Administration regulations to gain an understanding of the Hepatitis B vaccination requirements.
We obtained a list of all 92 van drivers the agency hired from July 1, 2017, through February 20, 2020. From this
population, we selected a nonstatistical, random sample of 60 drivers and performed testwork to determine if the
agency ensured these drivers met pre-employment contractual requirements.
Nutrition and In-Home Services
To address our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we obtained all relevant policies, procedures, manuals, guides, and contracts (such
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as contracts with the Department of Human Services, the Tennessee Commission on Aging and Disability, or
TennCare) for the Nutrition and In-Home Services programs. We obtained clarification from Northwest concerning
what roles and functions are direct or indirect care, and we documented Northwest’s current background check and
registry review process for both employees and volunteers for the Nutrition and In-Home Services programs. After
identifying the agency’s key control for background and registry checks, we requested a list that includes the first and
last name, position, and date of hire of all program employees and volunteers who joined the agency during the audit
period, July 1, 2017, to February 1, 2020. We determined, due to the low amount of new hires, to test the entire
population. We performed testwork to determine the agency’s compliance with background and registry check
requirements and documented any issues.
Records Management
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Human Resource Director, Controller, and the In-Home
Services and Nutrition Directors. We obtained the agency’s records management policy. We also inspected the three
different storage units that Northwest uses to store their records and obtained the rental agreements to determine the
cost of records storage.
Mission
We reviewed the authorizing statute to determine the statutory mission of the human resource agencies, as
well as Northwest’s mission. We interviewed Northwest’s Executive Director to obtain an understanding of
management’s processes to ensure the agency is meeting its mission. We also discussed Northwest management’s
review of the Quality Satisfaction Instrument Evaluation Results, which shows client satisfaction with Northwest
programs and is prepared by the Northwest Tennessee Area Agency on Aging and Disability. We also discussed
management’s process to compile the agency’s annual report. We obtained and reviewed the most recent Quality
Satisfaction Instrument Evaluation Results, published May 7, 2019, and the agency’s 2018–2019 annual report,
including program descriptions and customer numbers. To determine the change in economic conditions during our
audit period, we gathered poverty rates, three-year unemployment rates, and per capita market income information
from the Appalachian Regional Commission for the counties in Northwest’s service area from fiscal years 2016 to
2019. We also obtained Tennessee’s statewide poverty rate and per capita income as of June 25, 2020, and the threeyear statewide unemployment rate for fiscal years 2017, 2018, and 2019 from the U.S. Census Bureau for comparison.
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APPENDIX NW-C
Nutrition and In-Home Services
Contractual/Internal Requirements for Employees (Direct Contact)
Criminal
Background
Check

National
Sex
Offender
Registry

TN Sex
Offender
Registry

TN Felony
Offender
Information
Lookup (FOIL)

List of
Excluded
Individuals and
Entities (LEIE)

System for
Award
Management
(SAM)



‐

‐





‐

‐

TN Abuse
Registry

Nutrition
Tennessee Commission
on Aging and
Disability (TCAD)







‐

Home and Community Based Programs
TCAD (OPTIONS)35
Tennessee Department
of Mental Health and
Substance Abuse
Services
TennCare (BlueCare)
Amerigroup
UnitedHealthcare







‐





‐

‐

‐





























‐

‐

Social Services Block Grant Protective Services Homemaker
Tennessee Department
of Human Services



‐





‐

Northwest Internal Policies and Procedures
Nutrition Program
In-Home Services
Program36















‐

‐









Source: Northwest’s contracts and policies and procedures.

35

OPTIONS for Community Living is a state-funded program created to provide the elderly, as well as adults with disabilities, home- and community-based service
choices, including in-home services and nutrition.
36
Additionally, Northwest’s In-Home Services policies require a check of the Interstate Compact Offender Tracking System, which is a web-based system to
facilitate the transfer of supervision for probationers and parolees from one state to another.
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Nutrition
Contractual/Internal Requirements for Volunteers (Indirect Contact)
Criminal
Background
Check
TCAD

‐

TCAD (Options)
TennCare (BlueCare)
Amerigroup
UnitedHealthcare

‐
‐
‐
‐

Nutrition Program

‐

National Sex
TN Sex
Offender
Offender
Registry
Registry
Nutrition


TN
Abuse
Registry

FOIL

LEIE

SAM





‐

‐














‐

‐

‐

Home and Community Based Programs














Northwest Internal Policies and Procedures

Source: Northwest’s contracts and policies and procedures.
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APPENDIX NW-D
Financial Information

*Source: Obtained from an independent audit report issued by Alexander Thompson Arnold PLLC of Northwest’s
Financial Statements and Supplementary Information for the Fiscal Year Ended on June 30, 2019.
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South Central Human Resource Agency (South Central)
Mission
To provide low-income individuals and communities access to
educational, economic, nutritional, and social services that promote and
encourage self-reliance through our partnership with local, state, and
federal resources.

SOUTH CENTRAL’S SERVICE AREA

SERVICE AREA DEMOGRAPHICS

438,978

$63,515

total population of
South Central’s
service area

average annual
household income

23%

17%

are under age 18

are over age 65

15%

17%

live below the
poverty level

have a disability

★ Fayetteville Regional Office

Source: U.S. Census Bureau, 2018 American Community Survey.

SERVICES OFFERED
Community Corrections (Bedford,
Coffee, Giles, Lawrence, Lincoln,
Marshall, Maury, Moore, and
Wayne Counties)

Head Start
In-Home Services

Senior Community Service Employment
Program (offered in Bedford, Bledsoe, Coffee,
Franklin, Giles, Grundy, Lawrence, Lewis,
Lincoln, Marion, Marshall, Maury, Moore,
Perry, Sequatchie, and Wayne Counties)

Community Services Block Grant

Low Income Home Energy
Assistance Program

DUI School (Lawrence and Maury
Counties)

Meals on Wheels and
Congregate Meals

Weatherization Assistance Program

Emergency Food Assistance

Representative Payee

Workforce Innovation and Opportunity Act

Foster Grandparent Program

PRIOR AUDIT FINDINGS
PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department, agency,
or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior performance audit report was dated
December 2014 and contained 12 findings, 3 of which related to South Central Human Resource
Agency (South Central). South Central filed its report, due six months after the release of the audit
report, with the Comptroller of the Treasury on June 1, 2015.
We conducted a follow-up of the prior audit findings as part of the current audit.

RESOLVED AUDIT FINDINGS
The current audit disclosed that South Central resolved the previous audit finding
concerning proxy voting by policy council and executive committee members, which is not
permitted under statute. The South Central policy council amended the bylaws to disallow proxy
voting; the amendment was approved by the policy council in 2014.

PARTIALLY RESOLVED AUDIT FINDINGS
The prior performance audit report contained a finding stating that staff did not include
evidence that they reviewed the felony registry for one of seven Nutrition and In-Home Services
employees. The finding also stated that the South Central needed to obtain clarification regarding
whether volunteers who deliver meals to the home are direct or indirect care providers. In the
current audit, we found that while management updated their policies and procedures to address
the prior-year finding and obtained clarification regarding volunteers, internal control deficiencies
and noncompliance still occurred. See Finding SC3.
The prior audit report also contained a finding stating that management did not implement
policies and procedures to ensure timely deposit of offender payments for the Community
Corrections Program. The current audit also disclosed that while management made
improvements by implementing new policies and procedures and reduced the number of late
deposits, the process could be further improved. See Observation SC9.
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MID-CUMBERLAND HUMAN RESOURCE AGENCY
SOUTH CENTRAL HUMAN RESOURCE AGENCY

GOVERNING BOARD, POLICY COUNCIL, AND EXECUTIVE COMMITTEE
Council

Exec.
Comm.

X

X

X

X

X

X

Findings and Observations

Board

Finding SC1 – South Central’s governing board does not conduct
any business and is not fulfilling statutory requirements (page 216)

X

Observation SC1 – South Central’s governing board did not submit
updates to the agency’s travel regulations, personnel procedures, and
compensation plan to the Tennessee Department of Finance and
Administration (page 219)

X

Observation SC2 – South Central’s governing board, executive
committee, and policy council members did not complete annual
Conflict of Interest Certification forms (page 220)
Observation SC3 – The South Central bylaws should contain language
to allow and govern public comment at all governing board, policy
council, and executive committee meetings (page 222)
Observation SC4 – South Central’s policy council should be restructured
so that it meets both Community Services Block Grant and state statutory
composition requirements; additionally, policy council membership
requirements within the agency’s bylaws should be clarified (page 223)

X

Observation SC5 – South Central’s policy council and executive
committee members did not attend meetings, and staff did not track
members’ term dates (page 226)

X

X

AGENCY OPERATIONS
Findings and Observations
Finding SC2 – South Central’s management did not ensure bond amounts and the agency’s
blanket insurance policy complied with statute (page 231)
Finding SC3 – As noted in the prior audit, South Central management did not ensure that staff
conducted all registry reviews for Nutrition and In-Home Services employees and volunteers as
required (page 233)
Observation SC6 – South Central’s management should improve the agency’s internal controls by
conducting an annual risk assessment to identify operational and fiscal risks, including those related to
fraud, waste, abuse, errors, and noncompliance (page 239)
Observation SC7 – To assist the oversight bodies with their responsibility to achieve the agency’s
mission, South Central management should review employee turnover rates and communicate when the
rates may impact South Central’s mission (page 239)
Observation SC8 – South Central’s management did not have an agency-wide complaint monitoring
process to ensure that programs track, investigate, and resolve client complaints timely (page 240)
Observation SC9 – As noted in the prior audit, management did not have internal controls in place to
ensure that staff deposited all Community Corrections fees within 72 hours (page 240)
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Observation SC10 – South Central management did not track the destruction of agency records and kept
sensitive documents in an unsecured location (page 241)
Observation SC11 – Processes in South Central’s Community Representative Payee Program need
improvement (page 242)
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BACKGROUND
Governing Board
South Central’s governing board is a 63-member
board, composed of 13 county mayors, 35 city mayors, 13
local agency representatives, 1 Tennessee Representative,
and 1 Tennessee Senator. The governing board, in
accordance with its bylaws, has appointed and authorized
an executive committee to act for the governing board in
all matters, including the annual meetings. The governing
board has also appointed and authorized a policy council to
act for it in all matters, except those duties/responsibilities
specifically assigned to the executive committee in the
South Central bylaws. According to Section 13-26-103 et
al, Tennessee Code Annotated, the South Central
governing board must retain its authority for appointing
other governing bodies and its final ratifying powers for all
activities of the other governing bodies. See Finding SC1
for more information.
Executive Committee
The 24-member executive committee is
composed of 13 county mayors, 6 municipal mayors, 1
Tennessee Representative, 1 Tennessee Senator, and 3
minority representatives. South Central bylaws state that
the executive committee will act for the board and will
meet in conjunction with the South Central policy council
and take appropriate action to ensure compliance with
laws and/or bylaws.

MATTER FOR LEGISLATIVE
CONSIDERATION: SOUTH CENTRAL
South Central’s governing board
has authorized the executive
committee of the South Central
Tennessee Development District
to carry out all functions of the
governing board with no oversight
or ratification from the board.
Each member of the executive
committee is also a member of the
governing board.
The board has also established a
policy council and determined the
authority of that council, which is
the same powers statute outlines
for the policy council. The bylaws
also give the policy council the
authority to act for the governing
board or the executive committee
except when the bylaws
specifically require governing
board or executive committee
action.
See the Matter for Legislative
Consideration on page 14.

Each executive committee member is also a member of the South Central governing board.
Policy Council
South Central’s policy council is composed of 27 voting members and 2 non-voting legal
and financial representatives. According to the South Central bylaws, the policy council is
composed of the county mayor or metropolitan executive from each of the 13 counties comprising
the South Central Tennessee Development District, 1 one consumer member from each of the 13
Section 13-26-102, Tennessee Code Annotated, states, “It is the intent of this chapter that there may be four (4)
metropolitan human resource agencies, Memphis-Shelby, Nashville-Davidson, Knoxville-Knox, ChattanoogaHamilton, and no more than nine (9) human resource agencies, coterminous with the boundary lines of the
development districts.”

1
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counties, 2 and one head start representative. The 13 consumer representatives on the policy
council also serve as the 13 local agency representatives on the governing board. Additionally,
according to the current Executive Director, the decision to follow their interpretation of the
Community Block Services Grant tripartite structure, rather than state statute, for the policy
council was made many years ago. South Central has opted to follow the tripartite structure for
private, nonprofit organizations, which requires
•

one-third elected officials;

•

one-third representatives of low-income individuals and families in the neighborhood
served; and

•

one-third officials or members of business, industry, labor, religious, law enforcement,
education, or other major groups and interests in the community served.

For more information about the policy council’s structure, see Observation SC4.
The South Central bylaws give the policy council powers outlined in statute. Additionally,
the bylaws state, “The Policy Council shall act for the governing board or its executive committee
except in those instances where governing board or Executive Committee action is specifically
required by these By-laws or future amendments.”
Annual Meeting of the Governing Bodies
The South Central governing board holds its annual meeting in November each year in
conjunction with the regular policy council and executive committee meeting. Once the meeting
is called to order by the board chairman, 3 the policy council immediately takes over to conduct its
regular business and the executive committee ratifies the actions taken by the policy council at the
conclusion of the meeting. The governing board does not conduct any business at this meeting,
nor do the members meet at any other times during the year to conduct business or ratify the actions
of the executive committee.
According to South Central’s bylaws, the policy council and executive committee meet six
times annually, including the annual meeting with the governing board.
Quorum
South Central’s bylaws set a quorum for the policy council and executive committee at
one-third (33.3%) of the respective board as constituted. 4

The bylaws state that all consumer representatives shall represent low-income individuals and families in their
respective communities.
3
The governing board, policy council, and executive committee all have the same chairman.
4
While the original bylaws did not comply with statutory quorum minimums of one-third of the members in office,
after we communicated the results of our work to management, management worked with the board to update the
quorum requirements to comply with statute. See our conclusion to Objectives 10 and 17 on pages 214 and 215,
respectively.
2

212

Conflict of Interest
South Central’s bylaws include the agency’s conflict-of-interest policy; however, it
specifically addresses the executive committee. The bylaws state,
It is the policy of SCHRA [South Central] to prohibit its Executive Committee members
of the Governing Board from engaging in any activity, practice, or conduct which conflicts
with, or appears to conflict with, the interests of SCHRA [South Central], its customers, or
its suppliers. Executive Committee members of the Governing Board review and sign the
Conflict of Interest Policy on an annual basis and file it with the Executive Assistant of the
Agency.

Executive Director
The agency’s daily operations and personnel decisions are the responsibility of the
Executive Director, who is appointed by the policy council and ratified by the executive
committee; however, the governing board should ratify the appointment as well (see Finding SC1).
The agency has approximately 420 employees.

AUDIT CONCLUSIONS

GOVERNING BOARD, POLICY COUNCIL, AND EXECUTIVE COMMITTEE
Governing Board
1.

Audit Objective: Is the governing board composed according to statute?
Conclusion:

2.

Audit Objective: Given the governing board’s decision to delegate its authority to the policy council and
executive committee, did the governing board retain and fulfill its responsibility for
reviewing and approving the council’s and committee’s actions and decisions?
Conclusion:

3.

The governing board is composed according to statute.

The governing board, which does not conduct any business, did not retain its responsibility for
reviewing and approving the other governing bodies’ actions and decisions. See Finding SC1.

Audit Objective: Has the governing board 5 adopted travel regulations, developed a system of competitive
bidding, and developed personnel procedures, as outlined in Section 13-26-108, Tennessee
Code Annotated?
Conclusion:

The executive committee did adopt travel regulations and develop personnel procedures as
outlined in Section 13-26-108, Tennessee Code Annotated; however, the committee did not
submit the travel regulations and personnel procedures to the Department of Finance and
Administration as required by statute. The executive committee did develop a system of

Statute states the governing board should do this; however, South Central’s governing board has given its authority
to the executive committee. As result, we concluded on the objective in the context of the executive committee.

5
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competitive bidding and obtained approval from the Procurement Commission, as required.
See Observation SC1.
4.

5.

6.

Audit Objective:

Did the governing board have a policy to address attendance for all oversight bodies and did
governing board members consistently attend meetings?

Conclusion:

Because the governing board delegated its authority to the executive committee and did not
conduct business at its meetings, we did not review governing board attendance. As we noted
in Finding SC1, the governing board should begin conducting business by reviewing and
ratifying the actions of the other governing bodies and, as part of that, the board should
engage its full membership in all meetings. Also, as noted in Observation SC5, the policy
council and executive committee should develop an attendance policy, which should be
ratified by the governing board.

Audit Objective:

Did the governing board meet and achieve the quorum standards established in the bylaws and
state statute?

Conclusion:

Although the board met annually, it did not conduct business at these meetings. See Finding
SC1. Additionally, the bylaws set quorum below statutory minimums; however, when we
brought the issue to management’s attention, the executive committee and policy council
updated the bylaws to conform with statute. The governing board must also ratify the bylaws.

Audit Objective: Did the governing board have policies and procedures in place to disclose board members’
conflicts of interest?
Conclusion:

7.

Audit Objective: Did governing board members annually complete and sign conflict-of-interest forms?
Conclusion:

8.

Governing board members did not annually sign a Conflict of Interest Certification form unless
the member also served on the policy council or executive committee. See Observation SC2.

Audit Objective: Did governing board policy allow for public comment at meetings?
Conclusion:

9.

The other governing bodies had policies and procedures in place; however, because the
governing board has appointed and authorized an executive committee to act for it, governing
board members that are not also on the policy council and executive committee do not
complete forms, and the conflict-of-interest sections of the bylaws do not address governing
board members. See Observation SC2.

South Central’s bylaws did not include language to allow public comment at scheduled
governing board, policy council, or executive committee meetings. See Observation SC3.

Audit Objective: Did the governing board give public notice before all meetings?
Conclusion:

As noted in Finding SC1, the governing board did not conduct business at its meetings, but
the board did give public notice before all meetings.

10. Audit Objective: In response to the prior audit finding, did the governing board amend South Central’s bylaws
to prohibit proxy voting at governing board, policy council, and executive committee
meetings?
Conclusion:

As noted in Finding SC1, South Central’s governing board has vested all its authority in the
executive committee; however, the policy council voted to amend the bylaws to prohibit
proxy voting and the executive committee ratified this decision.
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Policy Council
11. Audit Objective: Is the policy council composed according to the bylaws and statute?
Conclusion:

As a recipient of Community Service Block Grant (CSBG) funding, the agency chose to
follow the tripartite option for council structure in lieu of statute. The board and management
have complied with the federal tripartite requirements; however, the board and management
have not fulfilled state statute concerning policy council structure. Additionally, the agency’s
bylaws should better clarify policy council composition requirements. See Observation SC4.

12. Audit Objective: Did policy council members consistently attend meetings?
Conclusion:

Policy council members did not consistently attend meetings. See Observation SC5.

13. Audit Objective: Did the policy council meet and achieve the quorum standards established in the bylaws and
state statute?
Conclusion:

The policy council met the quorum requirements established in statute and its bylaws. The
bylaws set quorum below statutory minimums; however, when we brought the issue to
management’s attention, the executive committee and policy council updated the bylaws to
conform with statute.

14. Audit Objective: Did the policy council have policies and procedures in place to disclose council members’
conflicts of interest?
Conclusion:

15. Audit Objective:
Conclusion:

The policy council had policies and procedures in place to disclose council members’
conflicts of interest. Each member must sign the policy to acknowledge that they have read
and agree to the policy.
Did policy council members annually complete and sign conflict-of-interest forms?
Policy council members did not complete and sign an annual Conflict of Interest Certification
form. See Observation SC2.

16. Audit Objective: Does the policy council allow for public comment at meetings?
Conclusion:

South Central’s bylaws did not include language to allow public comment at scheduled
governing board, executive committee, or policy council meetings. See Observation SC3.

17. Audit Objective: Did the policy council give public notice before all meetings?
Conclusion:

The policy council gave public notice before all meetings.

Executive Committee
18. Audit Objective: Is the executive committee composed according to the bylaws?
Conclusion:

The executive committee is structured according to South Central bylaws and statute.

19. Audit Objective: Did executive committee members consistently attend meetings?
Conclusion:

We found executive committee did not consistently attend meetings. See Observation SC5.

20. Audit Objective: Did the executive committee meet and achieve the quorum standards established in the
bylaws and state statute?
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Conclusion:

The executive committee met the quorum requirements established in statute and in South
Central bylaws. The bylaws set quorum below statutory minimums; however, when we
brought the issue to management’s attention, the executive committee and policy council
updated the bylaws to conform with statute.

21. Audit Objective: Did the executive committee have policies and procedures in place to disclose committee
members’ conflicts of interest?
Conclusion:

The executive committee had policies and procedures in place to disclose committee
members’ conflicts of interest. Each member must sign the policy to acknowledge that they
have read and agree to the policy.

22. Audit Objective: Did executive committee members annually complete and sign conflict-of-interest forms?
Conclusion:

Executive committee members did not complete and sign an annual Conflict of Interest
Certification form. See Observation SC2.

23. Audit Objective: Did executive committee policy allow for public comment at meetings?
Conclusion:

Governing board bylaws did not include language to allow public comment at scheduled
governing board, policy council, or executive committee meetings. See Observation SC3.

24. Audit Objective: Did the executive committee give public notice before all meetings?
Conclusion:

The executive committee gave public notice before all meetings.

Finding SC1 – South Central’s governing board did not conduct any business and is not
fulfilling statutory requirements
Condition and Criteria
Inactive Governing Board
South Central’s governing board meets in November each year but does not conduct any
governance activities. According to agency management and the bylaws, the governing board has
authorized an executive committee “to act for it in all matters including annual meetings.” Based
on our review of statute and our understanding of the governing board’s activities, however, we
found that the governing board had not retained its responsibility to review and approve the
executive committee’s actions at the annual meeting or the executive committee’s approval of
policy council throughout the year.
Section 13-26-103, Tennessee Code Annotated, which establishes the governing board,
also states, “The board may appoint an executive committee to act for it and determine the
authority of such committee.” This statute, however, does not give the option of either a governing
board or an executive committee—it requires a governing board and gives the governing board
the option to appoint an executive committee. Additionally, while the statute does not define
“executive committee,” Black’s Law Dictionary defines it as “[t]he committee of principal officers
and directors who directly manage an organization’s affairs between board meetings.” Both the
statutory language and the legal definition of executive committee indicate an expectation of

216

continued involvement and oversight from the governing board of the executive committee’s
approvals of the policy council’s activities.
While state statute compels the governing board to “appoint a policy council to act for it,”
the governing board retains the responsibility for reviewing and ratifying the executive
committee’s approvals. Specifically, Section 13-26-104, Tennessee Code Annotated, states the
following:
The powers of every policy council include the power to adopt bylaws, to appoint persons
to senior staff positions, to determine major personnel, fiscal, and program policies, to
approve overall program plans and priorities, and to assure compliance with conditions of
and approve proposals for financial assistance under this chapter, subject to ratification by
the governing board [emphasis added].

South Central’s bylaws also includes language about the powers of the council, but the bylaws
state that these actions are “subject to ratification by the Governing Board or its Executive
Committee [emphasis added];” however, the governing board cannot create bylaws that usurp
state law. The bylaws cannot give the executive committee ratification power, a power that must
be retained by the governing board. While the executive committee can approve policy council
activities, the governing board must also ratify those activities to ensure that the ultimate authority
lies with the governing board.
Additionally, the U.S. Government Accountability Office’s Standards for Internal Control
in the Federal Government (Green Book), which provides a comprehensive framework for internal
control practices in federal agencies and serves as best practice for other governmental agencies,
notes in Principle 1.04 that “the oversight body’s and management’s directives, attitudes, and
behaviors reflect the integrity and ethical values expected throughout the entity.”
Annual Meeting and Election of Officers
Section 4.05 of South Central’s bylaws states that “the Governing Board shall elect officers
from the Executive Committee members to include a Chairperson, Vice-Chairperson, and
Secretary…officers shall be elected and assume office at the annual meeting of the Governing
Board….”
From our review of the executive committee minutes, we found that the executive
committee elects officers annually (instead of the governing board) although the committee does
not always hold the elections at the governing board’s annual meeting. As such, the governing
board has not fulfilled their bylaws to elect officers at the annual meetings or to ratify and approve
the elections held by the executive committee.
Executive Committee Composition Issues
Section 13-26-103, Tennessee Code Annotated, establishes a governing board composed
of the city and county mayors, chief executive officers of any municipalities within the district,
local agency representatives, one Tennessee Senator, and one Tennessee Representative. The
governing board has delegated its authority to an executive committee that is made up of 13 county
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mayors, 6 municipal mayors, 1 Tennessee Representative, 1 Tennessee Senator, and 3 minority
representatives. All of these members serve on the governing board as well, with the exception of
the three minority representatives. Although the statute does allow for the governing board to
“appoint an executive committee to act for it and determine the authority of such committee,” the
Black’s Law Dictionary definition of “executive committee” indicates that it should be composed
of the individuals on the governing board. Based on this, the executive committee should only
include those members that are also on the governing board.
Cause
The governing board delegated its full authority to the executive committee to act for it in
all matters; however, the governing board failed to retain its ratification and approval oversight
powers for the executive committee’s and the policy council’s actions. The Executive Director
stated that these policy decisions were made before he joined the agency.
Effect
Without the governing board’s active review and ratification of its executive committee’s
actions, including approval of the policy council’s activities, the board and management increase
the likelihood that the oversight bodies, management, and staff may not prevent or detect risks
associated with operations, fiscal activity, noncompliance, error, fraud, waste, and abuse during
normal business operations. Without strong controls and oversight, the agency may not meet its
mission to serve the community. Furthermore, without the agency’s governing board engagement
to ratify and approve the lesser governing bodies’ actions, the governing board has not fulfilled its
governance responsibilities established in state statute. Additionally, when the governing board
does not ensure its executive committee is representative of its governing board membership, it
circumvents the spirit of the statute that allows it to establish an executive committee.
Recommendation
The South Central governing board should promptly engage its full membership, meet
periodically, and fulfill its oversight responsibilities to review, ratify, and approve the executive
committee’s actions, including ratification and approvals of the policy council’s activities as
required by statute. Specifically, the governing board should periodically review the bylaws, staff
appointments, policies, financial plans, and other strategic decisions made by either the executive
committee or the policy council. The governing board should also fulfill its responsibility to elect
officers at its annual meeting and ensure agency bylaws mirror the intent of state statute for all the
governing bodies. In addition, the governing board should revise its executive committee
membership to include only members of the governing board.
Board’s and Management’s Comments
We concur. As the first order of business at the December 3, 2020 Annual Meeting,
Agency Management will move the Policy Council to modify the SCHRA Bylaws to remove the
Section 4.04 delegation of authority for the Executive Committee to conduct the Annual Meeting.
After the Policy Council votes to remove the Section 4.04 delegation of authority for the Executive
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Committee to conduct the Annual Meeting, the SCHRA Governing Board Chairperson will
conduct the Annual Meeting. During the Annual Meeting, the SCHRA Governing Board will
receive reports from the Executive Committee, Policy Council, Standing Committees and other
subordinate entities, and, after receiving such reports, the SCHRA Governing Board will exercise
its statutory obligation to review and approve such reports and ratify the decisions and actions of
the reporting entities. Should the SCHRA Governing Board decline to ratify a decision or action
of a reporting entity, the SCHRA Governing Board will direct alternative action as it deems
appropriate and necessary. The SCHRA Governing Board will elect a Chairperson, ViceChairperson and Secretary from nominations submitted by the Policy Council Nominating
Committee.
Observation SC1 – South Central’s governing board did not submit updates to the agency’s travel
regulations, personnel procedures, and compensation plan to the Tennessee Department of Finance
and Administration
Although the South Central executive
committee 6 reviewed and approved the agency’s
travel regulations, personnel procedures, and
employment compensation plan, the executive
committee did not submit the travel regulations to the
Tennessee
Department
of
Finance
and
Administration (F&A) for approval or file its
personnel procedures and employee compensation
plan with F&A, as required by statute. Additionally,
the governing board should have ratified these items
before they went to the specified state agency.
The Executive Director stated that South
Central follows F&A’s Policy 8, Comprehensive
Travel Regulations; therefore, management did not
feel they needed to file the agency’s policies with
F&A. While this is reasonable and South Central’s
travel policies 7 reference the state’s travel
regulations, the policies do not mirror the language of
the state’s policy; therefore, the policies should be
submitted to F&A for approval.

Section 13-26-108, Tennessee Code
Annotated, states that the governing
board of each human resource
agency must
(1) Jointly adopt statewide uniform
travel regulations subject to the
approval of the commissioner of
finance and administration and
reimburse its officers and employees
for official travel in conformance with
such regulations…
(3) Develop written personnel
procedures to be filed with the
commissioner of finance and
administration for the hiring,
promotion, demotion and dismissal
of all employees and include an
employee compensation plan based
on a salary comparability analysis,
which takes into account state salary
schedules, local government salary
schedules, and regional private
market variations.

The Executive Director stated that management and the executive committee interpreted
the requirement to file travel policies and personnel procedures with F&A as a one-time
requirement, not an ongoing one. The Executive Director believed the executive committee
submitted the policies and procedures to F&A when South Central was created more than 40 years
The statute states that the governing board is responsible for these policies; however, South Central’s governing
board has given its authority to the South Central Tennessee Development District’s executive committee.
7
South Central’s travel policies appear in its Accounting and Financial Policies and Procedures Manual as well as
its Human Resources Policies and Procedures Manual.
6
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ago; however, after 40 years, the documentation would have been destroyed per South Central’s
record destruction policy. We would not expect 40-year-old records to be retained at the agency;
however, over the last 40 years, we would expect these policies to be revised, and upon revision
and executive committee approval, refiled with the appropriate agency. After we brought this
issue to management’s attention, management filed the most recent version of its personnel
procedures with F&A on February 12, 2020, and filed the fiscal year 2020 employee compensation
plan with F&A on September 17, 2020. The employee compensation plan was based on a Wage
Comparability Study that was issued in February 2020. 8
Without oversight by the state’s regulatory body to ensure travel and personnel policies are in
line with the state’s policies and procedures, the board increases the risk that the agency is not
complying with the intent of the state statute and related policies and procedures. The governing
board chair should work with the Executive Director to develop and implement internal control
procedures to ensure that the executive committee, with governing board ratification, complies with
statutory requirements for filing and receiving approval of its policies and procedures.
report.

This matter is also discussed in the Matter for Legislative Consideration on page 14 of this

Observation SC2 – South Central’s governing board, executive committee, and policy council
members did not complete annual Conflict of Interest Certification forms
South Central’s Conflict of Interest Certification form (COI form) includes a series of
questions about various conflicts of interest and includes space for policy council members to
disclose any potential conflicts they may have. Each policy council member must complete and
sign the COI form upon joining the council and complete and sign a new form annually.
Governing Board Conflict-of-Interest Forms
The governing board members that serve on the SCHRA policy council and the executive
committee complete and sign an annual conflict-of-interest form. This includes the county mayors,
consumer representatives, and six city mayors. Management said that the 29 city mayors that are
not on the council or the committee are not required to complete a conflict-of-interest form because
the governing board has authorized the executive committee to act for it; however the governing
board should retain its ratification authority for all executive committee and policy council
activities (see Finding SC1). In order for the board to fulfill its responsibilities, they must have
procedures in place to ensure the full governing board membership annually and fully disclose any
actual or potential conflicts of interest prior to conducting business.

Although the study was issued after we began fieldwork, the CPA firm that issued the study began work before our
audit work began.

8
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Policy Council and Executive Committee Conflict of Interest
Based on our review, the members of the South Central’s policy council and executive
committee did not submit annual conflict-of-interest disclosure forms. We present the results of
our review in Table 1.
Table 1
South Central’s Policy Council and Executive Committee Members’
Annual Submission of Conflict-of-Interest Disclosure Forms
Fiscal Years 2017–2018 Through 2019–2020
Governing Body

Fiscal Year

Members

Submitted
Forms

Policy Council
Policy Council
Policy Council
Executive Committee
Executive Committee
Executive Committee

2017–2018
2018–2019
2019–2020
2017–2018
2018–2019
2019–2020

29
29
29
24
24
24

23
25
29
14
20
24

Percent of
Members That
Submitted Forms
79%
86%
100%
58%
83%
100%

The South Central Human Resource Agency Bylaws, Section 4.07, “Conflict of Interest
Policy,” states,
It is the policy of SCHRA [South Central] to prohibit its Executive Committee members
of the Governing Board from engaging in any activity, practice, or conduct which conflicts
with, or appears to conflict with, the interests of SCHRA [South Central], its customers, or
its suppliers. Executive Committee members of the Governing Board review and sign the
Conflict of Interest Policy on an annual basis and file it with the Executive Assistant of the
Agency.

Section 5.10, “Conflict of Interest Policy,” states,
It is the policy of SCHRA [South Central] to prohibit its Policy Council members from
engaging in any activity, practice, or conduct which conflicts with, or appears to conflict
with, the interests of SCHRA [South Central], its customers, or its suppliers. Policy
Council members review and sign the Conflict of Interest Policy on an annual basis and
file it with the Executive Assistant of the Agency.

The Executive Director said that the prior Executive Assistant and management did not
review the signed conflict-of-interest forms and did not realize that some of the council members
did not sign the form and that the current Executive Assistant implemented a process for obtaining
signed conflict-of-interest statements that resulted in more members submitting forms. Our results
indicate that the agency made improvements over the course of our audit period. The full policy
council and executive committee membership submitted COI forms for fiscal year 2020.
Additionally, the governing bodies should update the bylaws to ensure that the conflict-of-interest
policy addresses the governing board and that the full governing board completes a conflict-ofinterest form annually.
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Observation SC3 – The South Central bylaws should contain language to allow and govern public
comment at all governing board, policy council, and executive committee meetings
During our audit period, July 1, 2017, to December 31, 2019, the South Central bylaws did
not include language to allow public comment at the governing board, policy council, or executive
committee meetings. Based on our review of the meeting minutes for all meetings held during our
audit period, we did not see any indication that members of the public attended the meetings or
made any comments.
After we brought this issue to the Executive Director’s attention, the Executive Director
proposed a change to the bylaws. At separate meetings held on May 28, 2020, 9 the policy council
amended the bylaws to include language allowing and governing public comment at all South
Central meetings, and the executive committee approved the amendment. When the governing
board begins conducting business, it should also ratify this amendment.
Green Book Principle 15.02 states,
Management communicates with and obtains quality information from external parties
using established reporting lines. Open two-way external reporting lines allow for this
communication. External parties include suppliers, contractors, service organizations,
regulators, external auditors, government entities, and the general public.

According to the Executive Director, he did not consider adding public comment language
to the bylaws because members of the general public do not attend the meetings. The Executive
Director stated it would be at the discretion of the policy council or executive committee chair to
allow the public to make comments at the meetings because he is not opposed to address public
comments in the bylaws.
Without formal bylaws or policies to address public comment, members of the general
public may not be provided an opportunity to ask questions, offer comments, or express opinions
concerning the agency programs and services. These comments might offer valuable input and
contribute to the efficient and effective operations of South Central.
The Executive Director, policy council, and executive committee have already taken steps
to amend the bylaws; therefore, the Executive Director should include public comments as a part
of each meeting agenda, and the chairs of each governing body should ensure that every meeting
includes time for public comment. The amended bylaws should also be ratified by the full
governing body.

9

The policy council met first, followed by the executive committee.
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Observation SC4 – South Central’s policy council should be restructured so that it meets both
Community Services Block Grant and state statutory composition requirements; additionally,
policy council membership requirements within the agency’s bylaws should be clarified
Community Services Block Grant Requirements for a Tripartite Board or State Specified Alternative
South Central is a recipient of the federal Community Services Block Grant (CSBG), which
provides funds to alleviate the causes and conditions of poverty in communities. Statute in 42 U.S.
Code §9910, “Tripartite Boards,” states that to be eligible to receive CSBG funds, South Central,
as a public organization created by state law, must administer the CSBG program through one of
the following two options:
(1) a tripartite board, which shall have members selected by the organization and shall be
composed so as to assure that not fewer than 1/3 of the members are persons chosen in
accordance with democratic selection procedures adequate to assure that these members—
(A) are representative of low-income individuals and families in the neighborhood
served;
(B) reside in the neighborhood served; and
(C) are able to participate actively in the development, planning, implementation,
and evaluation of programs funded under this subtitle; or [emphasis added]
(2) another mechanism specified by the State to assure decisionmaking and participation
by low-income individuals in the development, planning, implementation, and evaluation
of programs funded under this subtitle.

Statutory Requirements
Section 13-26-103, Tennessee Code Annotated, establishes the alternative mechanism for
involving low-income individuals in decision-making. It states that “[t]he membership of the
policy council shall be broadly based and equitably distributed between providers and consumers
of human resource services and/or established by public law.” Based on our office’s legal opinion,
this means that under the statutory option, council members must be actual providers and/or
consumers of South Central programs and services. The consumers of many of the programs that
South Central administers are low-income individuals.
Policy Council Composition Under Management’s Chosen Structure
Based on discussions with the Executive Director and a review of board bylaws, we found
that the policy council chose to follow the CSBG tripartite structure option in lieu of state statute.
Federal statute states that for private, nonprofit organizations, tripartite boards should be
established as follows:
•

one-third elected public officials;

•

at least one-third democratically selected representatives of low-income families; and
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•

with the remaining members as “officials or members of business, industry, labor,
religious, law enforcement, education or other major groups and interests in the
community served.”

Policy Council Composition Under State Statute as the Alternative
South Central is a nonprofit organization registered with the Secretary of State’s office and
is also a public organization, created by statute. South Central’s decision to follow the federal
tripartite board structure has resulted in South Central not fulfilling policy council composition
requirements specified in the statute. Specifically, South Central’s policy council as structured
under the tripartite arrangement does not include members who are consumers and providers of
human resources “and/or established by public law.”
We are unclear as to the rationale for South Central’s decision to opt for the tripartite board
structure when the board could have followed state statute and still been eligible to receive the
CSBG grant award.
Bylaws Addressing Policy Council Membership Need Clarification
Clarification Issue 1 – Head Start Members
Under the Head Start Act, South Central must have a Head Start policy council that
oversees the agency’s administration of the Head Start program. The South Central policy council
has chosen to include one Head Start Representative from the Head Start policy council on the
South Central policy council. The Executive Director stated that he would seek clarification from
the agency’s attorney to determine if the Head Start members should be included on the full policy
council in order to comply with Head Start requirements.
Clarification Issue 2 – Intent of Member Service Exceptions
Based on our review, bylaws require the policy council to include a Head Start
Representative who is a Head Start parent, former parent, or grandparent. We found that the Head
Start Representative was neither a parent, former parent, nor grandparent, as required. According
to the Executive Director, the Head Start representative had experience in pediatric dentistry and
he also serves as the chair of the Head Start Policy Council. Given these facts, the policy council
determined that the representative met the intent of the bylaws. The Executive Director stated that
the chair of the Head Start Policy Council would be the most knowledgeable and capable person
to fill the position and that the current bylaws’ language was developed before he became the
director. He stated that the chair of the Head Start Policy Council is the liaison for the Head Start
program on the policy council and the parents on the Head Start Policy Council chose a chair who
is knowledgeable of the program and provides insight concerning Head Start to the South Central
policy council.
Clarification Issue 3 – Member Serving in Two Required Roles (Voting and Nonvoting)
During our audit period, the policy council had 29 members instead of the 30 required by
agency bylaws. According to the Executive Director, there were 29 members because one member
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served as both a business member/consumer representative 10 and as the Early Childhood
Education Consultant. The bylaws, however, state that consumer representatives are voting
members and the Early Childhood Education Consultant is a non-voting position. According to
management, the Early Childhood Education Consultant position is a requirement of the Head
Start program. If a member can serve in two roles, one voting and the other non-voting, then we
suggest the agency amend the bylaws to allow for this structure. The director agreed that the bylaw
language could be confusing and stated that he would consult with the agency’s attorney to make
any necessary amendments.
Clarification Issue 4 – Administration of the CSBG Program
Under the federal statute, CSBG tripartite board composition requirements apply to the
governing body that is administering the program; however, South Central’s bylaws are unclear in
defining the governing body that is responsible for the CSBG administration. Section 4.03 of the
bylaws states, “The Governing Board/Executive Committee shall have the legal and fiscal
responsibility for administering and overseeing programs under SCHRA, including the
safeguarding of federal funds.” Additionally, Section 5.01.01 states that, “The Policy Council
shall have legal and fiscal responsibility for administering and overseeing programs under SCHRA,
including the safeguarding of Federal funds.”
The Executive Director did not see a problem with the bylaw language concerning the
administration of the programs. He stated that in the bylaws, the governing board gave authority
to the executive committee to act for the board. Also, the policy council is responsible for
overseeing the programs, but council actions must be approved by the executive committee and
ratified by the governing board. In his opinion, both the governing board (through the executive
committee) and the policy council have administrative responsibility over South Central programs.
While this is true of the agency’s programs as a whole, the CSBG requirements are applicable to
the governing body that specifically oversees the administration of that particular program. If both
governing bodies are responsible for the administration of the CSBG program, both must comply
with the composition requirements and currently only one does.
Based on our discussions with the Executive Director, he intends to seek out legal advice
about the bylaws. After the Executive Director seeks out the legal opinion, he should advise and
work with the governing bodies to amend the bylaws, as needed, to clarify the composition of the
policy council as it pertains to Head Start members as well as the governing body that is ultimately
responsible for the CSBG program. If the governing bodies determine that the policy council is
responsible, they should revise the policy council composition to comply with CSBG board
requirements for public organizations, which will allow for compliance with state statute as well.
We will review the outcome of the governing bodies’ review of the bylaws on a future audit.

According to the bylaws, the consumer representatives are either a low-income representative or a member of
business or other industry. They are not defined as consumers of human resources.
10
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Observation SC5 – South Central’s policy council and executive committee members did not
attend meetings, and staff did not track members’ term dates
Term Dates
Although South Central’s management maintained membership lists for the policy council
and executive committee, they did not have a mechanism in place to track members’ term dates;
therefore, management may not be aware of who should be on the policy council or executive
committee at any given time. To perform our review of membership and attendance, we used the
best available information to establish policy council and executive committee members’
beginning and ending term dates during our audit period. We provide more information on our
methodology to determine term dates in Appendix SC-B.
Policy Council Attendance
Due to the timing of public elections and appointments, multiple members filled the same
policy council positions during each fiscal year within our audit period. Based on our review, 28
members served on the policy council during fiscal year 2018, and 41 members served on the
policy council during fiscal year 2019. Based on our member attendance testwork, 9 of 28 policy
council members (32%) attended less than half of the meetings held in fiscal year 2018 while they
served on the council. In fiscal year 2019, 15 of 41 policy council members (37%) attended less
than half of the policy council’s meetings while they served on the council. See Tables 2 and 3.
Table 2
South Central Policy Council Meetings, Fiscal Years 2018 and 2019
Fiscal Year
FY 2018
FY 2019

Total Voting
Members*
28
41

Members That Attended
Less Than Half of Meetings
9
15

* Due to the timing of elections and appointments, some positions were represented
by two or more different members in the same fiscal year.
Source: South Central HRA policy council meeting minutes provided by
management.

Table 3
Details of Policy Council Members’ Absences, Fiscal Years 2018 and 2019
Fiscal Year

FY 2018

Member*
Bedford County Mayor
Coffee County Mayor
Head Start/Early Head Start Representative
Franklin County Consumer Member
Giles County Mayor
Lincoln County Consumer Member
Maury County Mayor
Perry County Consumer Member
Wayne County Consumer Member
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Percent Absent
100%
67%
83%
100%
83%
100%
100%
67%
67%

FY 2019

Bedford County Mayor
Head Start/Early Head Start Representative
Franklin County Mayor
Franklin County Consumer Member
Giles County Mayor*
Giles County Mayor*
Hickman County Mayor
Lewis County Mayor
Lincoln County Consumer Member*
Lincoln County Consumer Member*
Maury County Mayor*
Maury County Mayor*
Maury County Consumer Member
Perry County Mayor
Wayne County Consumer Member

100%
67%
80%
100%
100%
60%
100%
100%
100%
60%
100%
80%
100%
100%
67%

*Due to the timing of elections and appointments, some positions were represented by two or more
different members in the same fiscal year.
This member was unable to attend any meetings due to health reasons.
Source: South Central HRA policy council meeting minutes provided by management.

Executive Committee Attendance
Due to the timing of public elections and appointments, multiple members filled the same
executive committee positions during each fiscal year within our audit period. Based on our review,
25 members served on the executive committee during fiscal year 2018, and 36 members served
on the executive committee during fiscal year 2019. Based on our testwork, 12 of 25 executive
committee members (48%) attended less than half of the meetings held in fiscal year 2018 while
they served on the executive committee. In fiscal year 2019, 15 of 36 executive committee
members (42%) attended less than half of the executive committee’s meetings while they served
on the executive committee. See Tables 4 and 5.
Table 4
South Central Executive Committee Meetings, Fiscal Years 2018 and 2019
Fiscal Year
FY 2018
FY 2019

Total Voting
Members*
25
36

Members That Attended
Less Than Half of Meetings
12
15

* Due to the timing of elections and appointments, some counties were represented
by two or more different members in the same fiscal year.
Source: South Central HRA executive committee meeting minutes provided by
management.
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Table 5
Details of Executive Committee Members’ Absences, Fiscal Years 2018 and 2019
Fiscal Year

FY 2018

FY 2019

Member*
Bedford County Mayor
Coffee County Mayor
Giles County Mayor
Pulaski Mayor
Lawrenceburg Mayor
Hohenwald Mayor
SCTDD Minority Representative
Maury County Mayor
Columbia Mayor
Perry County Mayor
State Senator
State Representative
Bedford County Mayor
Franklin County Mayor
Giles County Mayor*
Giles County Mayor*
Pulaski Mayor
Hickman County Mayor
Lawrenceburg Mayor
Lewis County Mayor
Fayetteville Mayor
Maury County Mayor*
Maury County Mayor*
Columbia Mayor*
Columbia Mayor*
Perry County Mayor
State Representative

Percent Absent
100%
57%
86%
100%
57%
100%
71%
100%
100%
57%
75%
71%
100%
80%
100%
60%
100%
100%
77%
100%
100%
100%
80%
100%
100%
100%
83%

* Due to the timing of elections and appointments, some positions were represented by two or
more different members in the same fiscal year.
This member was unable to attend any meetings due to health reasons.
Source: South Central HRA executive committee meeting minutes provided by management.

The Executive Director stated that busy schedules and travel distance are the main reasons
policy council and executive committee members did not attend meetings. The Executive Director
also stated that he has had discussions with some of the members to explain the importance of their
participation and that his efforts to encourage attendance are ongoing. He also stated that the
policy council went through three Head Start/Early Head Start consultants because of attendance
issues, and we found that the current consultant attended less than half the meetings each year. In
addition, the Executive Director explained that four consumer representatives would not attend, so
he requested the county mayors appoint someone else to the council. The county mayors replaced
the consumer representatives, and our work confirmed that the newly appointed consumer
representatives have had better attendance.
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Poor attendance by members of the executive committee and the policy council can send
the wrong message about the executive committee’s and the council’s commitment to their purpose.
Green Book Principles 1.03 and 1.04 state,
1.03 The oversight body and management lead by an example that demonstrates the
organization’s values, philosophy, and operating style. The oversight body and
management set the tone at the top and throughout the organization by their example, which
is fundamental to an effective internal control system.
1.04 The oversight body’s and management’s directives, attitudes, and behaviors reflect
the integrity and ethical values expected throughout the entity. The oversight body and
management reinforce the commitment to doing what is right, not just maintaining a
minimum level of performance necessary to comply with applicable laws and regulations,
so that these priorities are understood by all stakeholders, such as regulators, employees,
and the general public.

When the policy council and executive committee do not have active participation from all
members, some interests may not be represented in decision making. The policy council and
executive committee should develop and implement an attendance policy, subject to the governing
board’s ratification. In addition, agency personnel should continue to communicate by email,
phone, text message, and any other methods deemed necessary to ensure that policy council
members receive notice of upcoming meetings. Finally, the executive committee and policy
council chair should consider measures to encourage full participation by all council members,
such as publicly posting the attendance for each meeting and replacing members who do not
routinely attend the meetings.

AGENCY OPERATIONS
25. Audit Objective: Did agency management conduct an annual risk assessment to identify and document the
agency’s risks and controls so that management can effectively mitigate the risks of error,
noncompliance, fraud, waste, and abuse?
Conclusion:

South Central management did not conduct an agency-wide annual risk assessment See
Observation SC6.

26. Audit Objective: Is the agency in compliance with bond requirements as outlined in statute?
Conclusion:

Management has not implemented policies and procedures ensuring that bond requirements
are met as outlined in statute and bonds were not in compliance. See Finding SC2.

27. Audit Objective: Did employee turnover create problems with the agency’s operations or the board and
management’s ability to meet its mission?
Conclusion:

South Central management does not routinely review turnover rates or communicate them to
the oversight bodies. See Observation SC7.

28. Audit Objective: Did management have a formal, agency-wide monitoring process to ensure program areas
track, investigate, and resolve client complaints timely?
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Conclusion:

Management did not have a formal, written agency-wide monitoring process to ensure
program areas track, investigate, and resolve client complaints timely. See Observation SC8.

29. Audit Objective: In response to the prior audit finding, did management implement processes to ensure timely
background checks and registry reviews for the Nutrition and In-Home Services staff and
volunteers?
Conclusion:

In response to the prior audit finding, management updated their policies and procedures;
however, management did not comply with background checks and registry review
requirements for Nutrition and In-Home Services staff and volunteers. See Finding SC3.

30. Audit Objective: In response to the prior audit finding, did management implement policies and procedures to
ensure the timely deposit of collections from offender payments for the Community
Corrections program?
Conclusion:

Although management implemented a policy to ensure timely deposits of offender payments
for the Community Corrections program, they did not implement internal controls to ensure
staff complied with the policy. See Observation SC9.

31. Audit Objective: Did the agency have a formal records management policy governing public records?
Conclusion:

Although South Central has a formal records retention and destruction policy, staff did not
adhere to the guidelines for retention and destruction approvals found in their policies.
Specifically, staff did not track the destruction of agency records and stored sensitive
documents in an unsecured location. See Observation SC10.

32. Audit Objective: Are South Central’s governing board and management operating and conducting activities to
meet the statutory mission, as prescribed in Tennessee Code Annotated?
Conclusion:

South Central is operating and conducting activities to meet its statutory mission to serve as
the delivery system for human resources. We also found that the agency is meeting its
mission “to provide low-income individuals and communities access to educational,
economic, nutritional, and social services that promote and encourage self-reliance through
our partnership with local, state, and federal resources.”

33. Audit Objective: Did management design and implement policies and procedures to ensure that agency and
board member travel was in accordance with federal, state, and agency regulations, policies,
and procedures?
Conclusion:

With minor exceptions, management implemented policies and procedures to ensure that
agency and board member travel complied with federal, state, and agency regulations,
policies, and procedures.

34. Audit Objective: In response to the April 2016 investigative report, did South Central’s management and board
establish a process to report and remit unclaimed property to the Tennessee Department of
Treasury as required by statute?
Conclusion:

In response to the investigative report, South Central established a process to report and remit
unclaimed property to the Tennessee Department of Treasury. Other than one minor
exception, the process is operating effectively.

35. Audit Objective: In response to the April 2016 investigative report, did management implement internal
controls over the Community Representative Payee Program to ensure that transactions were
allowable, authorized, and documented in the client’s file?
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Conclusion:

In response to the investigative report, management implemented internal controls over the
Community Representative Payee Program to ensure that transactions were allowable,
authorized, and documented in the client’s file. Although management has implemented
internal control policies and procedures, we found staff could improve retention of supporting
documentation for client rent payments and provision of budgets and statements to clients.
See Observation SC11.

Finding SC2 – South Central’s management did not ensure bond amounts and the agency’s
blanket insurance policy complied with statute
Condition and Criteria
Section 13-26-110. Tennessee Code Annotated,
Bonds protect the human
requires human resource agencies to bond “any board
resource
agency from financial
member, policy council member, employee, officer, or any
loss due to employee
authorized person…who receives public funds, has the
dishonesty or negligence.
authority to make expenditures from public funds, or has
access to any public funds.” Bonding these individuals
protects the agency from incurring financial losses due to employee theft or dishonesty. Based on
our review and discussions with management, we identified several internal control deficiencies
and noncompliance in South Central’s bond processes:
•

South Central had insufficient insurance coverage for employees who were not
individually bonded, 11 and the insurance coverage was less than the $400,000 per
occurrence required by statute.

•

Management intentionally set the bond amounts at $500,000 instead of calculating the
bond amount based on revenues reported in the agency’s most recent audited financial
statements, as required by statute. As a result, 14 of the 21 bonds obtained during our
audit period (67%) were less than the minimum coverage amounts required by statute.
See Table 6.
Table 6
South Central Bonds Below Statutory Minimums

Fiscal Year

2018

Title of Bonded Employee or Officer
Executive Director
Deputy Director
Human Resources Manager
Executive Assistant
Board Chairman
Board Vice Chairman

Amount Below the
Statutory Minimum (per Bond)

$14,538

Based on our office’s legal research, the human resource agencies, including South Central, met with Office of the
Comptroller of the Treasury management and discussed the cost of acquiring individual bonds for all board members
and staff required to be bonded. The agencies, including South Central, obtained an employee dishonesty insurance
policy to cover potential losses from employees not individually bonded.
11
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2019

2020

Executive Director
Deputy Director
Human Resources Manager
Executive Assistant
Board Chairman
Board Vice Chairman
Executive Director
Human Resources Manager

$64,896

$186,602

Source: Auditor comparison of South Central’s bond amounts to statutory minimums calculated from South
Central’s audited financial statements.

Section 13-26-110(C)(1), Tennessee Code Annotated, states that when calculating
minimum bond amounts, HRAs must use the “revenues … as reported in the last audit approved
by the comptroller of the treasury.” Additionally, Section 13-26-110 requires that the human
resource agencies bond board members, policy council members, employees, officers, and other
authorized persons of a human resource agency who handle public funds. However, Section 8-19101(e)(2)(B)(i), Tennessee Code Annotated, states that if the HRA obtains a policy in accordance
with subdivision (e)(2)(a), it shall be deemed a blanket official bond for those individuals handling
public funds. Subdivision (e)(2)(a) states that the human resource agencies may
Obtain and pay the premiums or other costs with respect to a policy of insurance issued by
an insurance company duly authorized to do business in this state or an agreement with a
pool established pursuant to § 29-20-401 or any entity established pursuant to § 29-20401(b)(2) for administration of such agreement, that provides government crime coverage,
employee dishonesty insurance coverage, or equivalent coverage that insures the lawful
performance by officials and their employees of their fiduciary duties and responsibilities.
Any such policy or agreement maintained shall have limits of not less than four hundred
thousand dollars ($400,000) per occurrence [emphasis added].

We also determined that agency management had no written procedures for determining
who requires bonding, the process for obtaining bonds, and the calculation of bond amounts to
meet requirements in statute.
According to Green Book Principles 3.09 and 3.10,
Management develops and maintains documentation of its internal control system. . . .
Effective documentation assists in management’s design of internal control by establishing
and communicating the who, what, when, where, and why of internal control execution to
personnel. Documentation also provides a means to retain organizational knowledge and
mitigate the risk of having that knowledge limited to a few personnel, as well as a means
to communicate that knowledge as needed to external parties, such as external auditors.

Cause
The Executive Director stated that prior agency management established the static
$500,000 amount for individual bonds. The Executive Director stated that the agency decided to
use a fixed bond amount based on management’s interpretation of Section 8-19-101(C), Tennessee
Code Annotated, which states, “If a government obtains and pays premiums on an insurance policy
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or agreement pursuant to this subdivision (e)(2), then the limits pursuant to the Tennessee
Government Tort Liability Act shall not increase.” This provision in statute, however, applies to
group insurance policies, not individual employee bonds.
The Executive Director stated that while the employee dishonesty coverage in South
Central’s insurance policy is for $150,000 per occurrence, the insurance policy has other crimerelated coverage for forgery or alteration, theft, disappearance or destruction, and computer fraud,
each for $150,000 per occurrence. The Executive Director interpreted that these amounts combined
were sufficient to comply with the statutorily required amount of $400,000 per occurrence.
The Executive Director also stated that written procedures for completion of bonds are not
necessary because South Central uses the same $500,000 bond amount each year, and that the
Executive Assistant, who is responsible for ensuring bonds are completed properly, does her due
diligence and is aware of proper procedures. However, we determined that the procedures are not
adequate to prevent noncompliance.
Effect
When employees and management are not properly bonded, the board and management
increase the risk that, in the event of fraud, waste, or abuse, the agency could sustain financial
losses for which it is not adequately covered. Management should follow existing state statute and
establish adequate controls to ensure the agency’s bonding process complies with statute.
Recommendation
Management should follow statute for bonding employees and update their stated
procedures to ensure staff accurately calculate bond amounts in accordance with statute.
Management should also ensure that insurance policies have employee dishonesty limits of at least
$400,000 per occurrence.
Board’s and Management’s Comments
We concur. The agency will seek out the assistance of an actuary to determine the required
bonding amounts for staff and board members. Current bonds will be updated to the required legal
amounts. The agency will also update the employee dishonesty coverage to the $400,000
requirement at the next insurance renewal date.
Finding SC3 – As noted in the prior audit, South Central management did not ensure that
staff conducted all registry reviews for Nutrition and In-Home Services employees and
volunteers as required
Results of Prior Audit
In the prior performance audit, we found that South Central did not retain support for
background checks and/or registry reviews or they did not perform them at all. Specifically,
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management could not provide evidence that staff performed checks of the Tennessee Felony
Offender Registry before Nutrition and In-Home Services employees were hired.
Current Audit
Based on our current work, we found that management still had not implemented internal
controls to ensure staff complete background checks for employees, and registry reviews for
employees and volunteers. As a result, staff completed registry reviews late, did not complete the
reviews, or did not include a date stamp as evidence that staff completed the reviews before
employees and volunteers were hired or began serving clients.
Background
South Central contracts with the South Central Tennessee Area Agency on Aging and
Disability, 12 the Tennessee Department of Human Services (TDHS), and the Division of
TennCare’s Managed Care Organizations (MCOs) to provide nutrition and in-home services to
elderly, disabled, and/or vulnerable residents of South Central Tennessee. Additionally, in order
to be a licensed Personal Support Service agency and provide In-Home Services, South Central
also has to meet the licensure rules set forth by the Tennessee Department of Mental Health and
Substance Abuse Services. See Table 7 for a description of these programs and contracts.
Table 7
South Central Nutrition and In-Home Services Programs
Program

Contracting Entity

Nutrition – Congregate
Meals and Home
Delivered Meals

South Central Tennessee Area
Agency on Aging and
Disability (SCTAAAD)

Home and Community
Based Programs –
Caregiver, Options, and
Long-Term Choices
Social Services Block
Grant (SSBG)
Protective Services
Homemaker

SCTAAAD
MCOs – Amerigroup and
United Healthcare
Tennessee Department of
Human Services

Description of Services Provided

This program provides hot, nutritious noontime meals at congregate sites and ensures
daily social contact for persons over 60.
Home delivered meals are provided to
eligible persons that are unable to attend
congregate meal sites.
This program provides homemaker,
personal care, sitter services, and home
delivered meals to older adults and adults
with a disability.
This program provides in-home services to
low-income, older, or disabled adults who
are referred by TDHS Adult Protective
Services due to allegations of abuse,
neglect, or exploitation.

Source: South Central Annual Reports, Contracts, and Services Agreements.

These contracts require that South Central management take steps to protect its clients by
performing background checks on employees and reviews of several registries/lists for employees
and volunteers before they are hired or serve clients. These requirements vary, based on the
program, contracting entity, type of client and whether employees and volunteers have direct
The South Central Tennessee Area Agency on Aging and Disability requires the HRA to comply with standards set
by the Tennessee Commission on Aging and Disability (TCAD).

12
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contact with clients. Since Nutrition and In-Home Services staff and volunteers serve different
types of clients across multiple programs, the
agency should follow the most stringent
TENNCARE: DIRECT VS. INDIRECT SERVICES
background and registry checks across
programs. South Central’s In-Home Services 13 Direct Services are when the employee
employees provide direct services to clients; or volunteer provides hands-on support
therefore, South Central must conduct with activities of daily living for the client.
background checks and registry reviews before
the employee begins work. The Nutrition Indirect Services are when the employee
volunteers provide indirect services, so South or volunteer does not provide hands-on
Central does not have to have background care and instead has limited face-to-face
checks, but they must perform registry reviews interaction with clients, such as delivering
before they begin volunteering. South Central meals.
contracts with a private company, IdentoGO, to
obtain background checks for employees, and South Central program staff complete the initial and
subsequent registry checks on employees and volunteers. 14
Condition, Criteria, Cause, and Effect
Performing and maintaining background checks and registry reviews allows South Central
management to ensure and maintain evidence that only appropriate individuals were allowed to
work in, and volunteer to deliver to, the homes of its clients, which include elderly and vulnerable
populations.
Direct Services Requirements (In-Home Services Employees and Some Nutrition employees) 15
South Central’s contracts with Amerigroup, UnitedHealthcare, the South Central
Tennessee Area Agency on Aging and Disability, and the Tennessee Department of Human
Services; the Tennessee Department of Mental Health and Substance Abuse Services’ licensure
rules; and their own internal policies require management to complete background checks and
certain registry reviews before hiring direct services employees, 16 including
•

Tennessee Abuse Registry,

•

Tennessee Felony Registry,

•

Tennessee Sex Offender Registry,

•

National Sex Offender Registry,

•

List of Excluded Individuals/Entities (LEIE), and

In-Home Services includes the Home and Community Based Programs and Social Services Block Grant program.
South Central’s procedure is to reperform background checks for In-Home Services staff every two years and
complete LEIE and SAM rechecks for any staff with direct contact with clients monthly. South Central’s contracts
with MCOs also require management to perform LEIE checks monthly.
15
Many Nutrition employees provide indirect services.
16
For both direct and indirect services, some items also have to be periodically checked or completed at intervals
outlined in the contract.
13
14
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•

Excluded Parties List System (EPLS)/System for Award Management (SAM) check.

Indirect Services Requirements (Nutrition Volunteers)
Additionally, South Central’s contracts and their own internal policies require management
to complete the following registry reviews before Nutrition volunteers begin volunteering:
•

Tennessee Abuse Registry,

•

Tennessee Felony Registry/ Felony Offender Information Lookup (FOIL),

•

Tennessee Sex Offender Registry,

•

National Sex Offender Registry,

•

List of Excluded Individuals/Entities (LEIE), and

•

Excluded Parties List System (EPLS)/System for Award Management (SAM) check.

See Appendix SC-C for more details on the contractual requirements for the Nutrition and InHome Services programs.
Untimely and Incomplete Registry Reviews for Employees
We reviewed initial background checks and registry reviews for the population of 13
Nutrition staff and 36 In-Home Services staff who were hired during our audit period, July 1, 2017,
through February 1, 2020. See Table 8 below for a summary of our results.
Table 8
Results of Initial Background and Registry Checks for Employees
Criminal
Background
Check
Completed
Pre-Hire
Checks

TN Sex
Offender
Registry

National
Sex
Offender
Registry

49 of 49
employees
(100%)

TN Abuse
Registry

LEIE

41 of 49
41 of 49
41 of 49
40 of 49
employees employees
employees
employees
(84%)
(84%)
(84%)
(82%)
5 of 49
6 of 49
5 of 49
6 of 49
Completed
employees employees
employees
employees
Post-Hire
(10%)
(12%)
(10%)
(12%)
2 of 49
1 of 49
2 of 49
1 of 49
No
employees employees
employees
employees
Checklist
(4%)
(2%)
(4%)
(2%)
1 of 49
1 of 49
1 of 49
2 of 49
Not
employees employees
employees
employees
Completed
(2%)
(2%)
(2%)
(4%)
Source: South Central Nutrition and In-Home Services employee personnel files.
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EPLS/
SAM

FOIL

42 of 49
employees
(86%)
5 of 49
employees
(10%)
1 of 49
employees
(2%)
1 of 49
employees
(2%)

41 of 49
employees
(84%)
6 of 49
employees
(12%)
1 of 49
employees
(2%)
1 of 49
employees
(2%)

According to management, the registry checks were performed post-hire due to an
employee oversight. In addition, management said not all of the HRA printer settings were
configured to print the date the registry checks were completed. Management said the date noted
on the background and registry checklist in the file was the documented date staff completed the
registry checks for those checks that did not have date stamps, however we were unable to verify
this information for three files because they were missing the checklists.
We also found that staff did not complete the required monthly checks of List of Excluded
Individuals/Entities (LEIE) for 35 of 46 employees (76%). 17 Management said program staff did
not complete the monthly checks due to an oversight. Management said they were not aware of
these issues because they do not regularly review registry checks conducted by program staff.
According to Green Book Principle 10.01, “management should design control activities
to achieve objectives and respond to risks.” Additionally, Principles 12.01 and 12.02 state that
“management should implement control activities through policies” and that “management
documents in policies the internal control responsibilities of the organization.”
Volunteer Population and Registry Review Issues
We asked the Deputy Director to provide a complete list of all volunteers for the Nutrition
program who began volunteering during our audit period. Although she provided a list of 368
volunteers, the Deputy Director indicated she could not be sure it was a complete list because she
did not have a process in place to track the volunteers. The Deputy Director explained that in order
to provide the list, she had to manually compile a list of volunteers based on the paperwork in the
volunteer files; therefore, she was not sure the list was complete although she provided the
information she could find.
Despite these population issues, we selected a sample of 60 volunteers to review for
compliance with registry check requirements. See Table 9 below for a summary of our results.
Table 9
Timeliness of Initial Registry Checks for Volunteers
TN Sex
Offender
Registry
Completed
Volunteer
Checks
No Date
Stamp or
Checklist

18 of 60
volunteers
(30%)
40 of 60
volunteers
(67%)

National
Sex
Offender
Registry

TN Abuse
Registry

LEIE

ELPS/
SAM

-

57 of 60
volunteers
(95%)

-

-

-

-

-

-

FOIL
28 of 60
volunteers
(47%)
30 of 60
volunteers
(50%)

Three of the 49 employees in our population worked for the Social Services Block Grant Adult Protective
Homemaker program and DHS does not require the monthly exclusion lists checks. Therefore, we only looked at
monthly checks for 46 employees.

17
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Not
Completed

2 of 60
volunteers
(3%)

60 of 60
volunteers
(100%)

Source: South Central Nutrition volunteer files.

3 of 60
volunteers
(5%)

60 of 60
volunteers
(100%)

60 of 60
volunteers
(100%)

2 of 60
volunteers
(3%)

The Deputy Director said the background and registry checklist was not implemented for
volunteers. She said she inherited the registry review responsibilities from her predecessor, and
she was not aware of all the required registry reviews that were necessary for nutrition volunteers,
so her staff were not completing all required reviews.
Lack of Effective Internal Control to Ensure Compliance
Management implemented a background and registry checklist that indicates what checks
staff should perform and has a signature line for both supervisory review and human resource
review, but staff do not consistently complete the forms. Additionally, there is no secondary
review of the file to ensure all pre-hire requirements are complete. The Human Resource Manager
indicated that a supervisory secondary review of the background and registry checks is not required
because the checks are often completed by supervisors. If management does not believe a
secondary review of each file is necessary, they should design and implement monitoring
processes to ensure staff fulfilled their responsibilities to protect clients by conducting the
background and registry checks.
Green Book Principle 16.01 states that “management should establish and operate
monitoring activities to monitor the internal control system and evaluate the results.”
When management does not conduct the contractually required background checks and
registry reviews, there is an increased risk that someone who poses a threat could have access to
clients’ homes.
Recommendation
The Executive Director should work with the Nutrition Program Director to develop
procedures to account for Nutrition program volunteers so that management can ensure that staff
carry out South Central’s contractual obligations to conduct registry checks. Additionally, the
Executive Director should work with the Nutrition and In-Home Services Program Directors to
design more effective control procedures to ensure staff obtain background checks and accurately
and completely perform all registry reviews.
Board’s and Management’s Comments
We concur. In order to ensure that all required registry checks are completed for Nutrition
and In-Home Services, HR will provide a list of current and active employees to program staff
monthly. From this list, registry reviews will be completed. Staff will complete a checklist
verifying correct spelling of name, employment status, and date of registry check verification.
This will be reviewed by a supervisor monthly to ensure accuracy. Nutrition staff will maintain a
master list of volunteers that includes background check date and start date of each volunteer.
Clearance to begin volunteering will not be given prior to completion of the registry check. Upon
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receipt of initial monthly volunteer timesheet, staff will monitor that volunteer did not begin to
volunteer prior to registry check date.
Observation SC6 – South Central’s management should improve the agency’s internal controls
by conducting an annual risk assessment to identify operational and fiscal risks, including those
related to fraud, waste, abuse, errors, and noncompliance
An ongoing and documented risk assessment process is a basic component of internal
control which allows management to eliminate or mitigate the risks that could affect an agency’s
overall mission, financial resources, or compliance with state law or other regulatory requirements.
An effective risk assessment identifies risks to operational objectives and describes the controls
used by management to mitigate the risks of errors, noncompliance, fraud, waste, and abuse within
the agency. Currently, agency management conducts activities that assist them with evaluating
how well management and program staff meet program requirements and operational benchmarks
and goals. Although these activities help management identify areas of concern, these activities
do not fulfill the same purpose as an annual risk assessment and do not identify risks, the likelihood
or potential impacts of those risks, and the agency’s mitigating controls.
Management should conduct and document an annual risk assessment to identify risks that
could prevent the agency from meeting the agency’s operational and fiscal goals and mission,
including those risks related to compliance with laws and financial matters such as errors, fraud,
waste, and abuse. For risks with either a high likelihood of occurring or a high impact if they do
occur, management should identify internal controls to prevent and detect them. As part of
management’s ongoing monitoring of their control processes, if deficiencies are identified,
management should evaluate their controls to determine if new controls need to be implemented
or if existing controls need to be reassessed and redesigned.
Observation SC7 – To assist the oversight bodies with their responsibility to achieve the agency’s
mission, South Central management should review employee turnover rates and communicate
when the rates may impact South Central’s mission
South Central management informally reviews employee turnover, but they do not extract
this information and analyze the impact that turnover may have on the agency’s ability to meet the
mission.
According to Green Book Principle 4.01,
Management should demonstrate a commitment to recruit, develop, and retain competent
individuals.

Management’s commitment to provide the oversight boards with relevant information when
needed, such as increases in employee turnover, will ensure that oversight bodies can fulfill their
responsibilities to provide community services.
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Observation SC8 – South Central’s management did not have an agency-wide complaint
monitoring process to ensure that programs track, investigate, and resolve client complaints timely
South Central’s management did not have agency-wide complaint policies and procedures
to inform the Executive Director and the oversight bodies about all complaints. Furthermore,
management does not track complaints for data trends and additional information beyond
employee productivity, although doing so could help assess risks and concerns for the agency and
its customers. From our review of four programs and discussion with management, we found that
although each program has its own complaint procedures and the program areas were complying
with those procedures, the Executive Director was not aware of any of those complaints. When
we spoke with him, he stated that South Central had not received complaints for any of the four
programs; however, when we asked the program directors of the four programs, two of the
programs had received complaints.
Without sufficient complaint guidance, the agency may not handle citizens’ complaints in
a timely manner, if at all, which could result in serious issues not being investigated and resolved.
The Executive Director and South Central’s oversight bodies should implement agency-wide
policies and procedures to track client complaints across all programs to assess risks related to
public safety and to provide accountability for citizen concerns.
Observation SC9 – As noted in the prior audit, management did not have internal controls in place
to ensure that staff deposited all Community Corrections fees within 72 hours
The Community Corrections program provides an alternative to incarceration for nonviolent felony offenders sentenced by criminal court judges. To participate in the program,
offenders must pay monthly supervision fees of $15 to the agency. Agency case officers should
deposit the collected fees within a 72-hour window as allowed by the Tennessee Department of
Correction. In our prior performance audit, we found that South Central management lacked
internal controls to ensure that staff deposited supervision fees within the 72-hour window.
Specifically, we found 67 of 94 supervision fees tested (71%) were deposited late by staff.
Our current testwork revealed that the number of late deposits had significantly improved
since the prior audit. We tested a non-statistical, random sample of 25 payments from a population
of 3,216 supervision fee deposits. We found that only 3 of 25 fees tested (12%) were deposited
outside of the 72-hour window. We also found that management does not have a mechanism to
identify late or missing deposits; they currently rely on case officers to self-report late deposits to
management.
The Justice Services Director stated that she did not know why staff did not deposit the two
items timely as she was not employed at the agency at that time. For the third item, she explained
the case officer knew the timely deposit policy but forgot to make the deposit. The Justice Services
Director stated that all staff are aware that they are required to deposit fees within 72 hours.
Management’s verification of timely deposits lessens the risk that supervision fees may be lost or
stolen. The Executive Director should work with the Justice Services Director and the Finance
Director to develop and implement internal controls, such as comparing fee receipts to bank
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deposit information to verify deposits are being made timely. If late deposits are noted in the
review, management should take prompt action to remind staff of the policy and to provide
additional training as needed.
Observation SC10 – South Central management did not track the destruction of agency records
and kept sensitive documents in an unsecured location
Destruction of Agency Records
South Central has a written Record Retention Policy that describes staff’s responsibilities
for records retention and destruction. According to the policy, the Finance Director must approve
the destruction of records and document the destruction in the agency’s destroyed records
log. Based on discussion with management, the Finance Director did not follow the policy by
approving and logging the destruction of records in the destroyed records log. Instead, the
agency’s program directors approved the destruction of records for their individual programs
directly on records storage boxes, which agency personnel destroyed, along with the records
approved for destruction.
State law requires the Public Records Commission to determine and order the proper
disposition of the state’s public records 18 and to direct the Tennessee Department of State’s
Records Management Division to initiate any action necessary to establish the regulation of record
holding and management in any state agency. In order to achieve efficient control and regulation
of public records, the Records Management Division uses Records Disposition Authorizations
(RDAs), which are retention schedules detailing how to maintain public records.
The human resource agencies are quasi-governmental agencies; they are registered as
nonprofit organizations with the Tennessee Secretary of State’s office, but they are designated in
statute as bodies politic. Based on inquiries with the Tennessee Secretary of State’s office, the
human resource agencies are not subject to the state’s Public Records Commission’s authority;
therefore, they do not have to follow the state’s RDAs. However, the Tennessee Public Records
Act includes provisions for state, county, and municipal governments to adopt policies for their
public records; therefore, it is clearly the intent for all government entities to adopt appropriate
record retention and disposition policies. Public officials are legally responsible for creating and
maintaining records to provide evidence of government operations and accountability to citizens.
Without proper documentation covering records management and disposition, staff could
prematurely destroy confidential documents and important records. The Executive Director
should ensure that staff comply with the agency’s “Record Retention Policy” as written.

Section 10-7-301(6), Tennessee Code Annotated, defines public records as “all documents, papers, letters, maps,
books, photographs, microfilms, electronic data processing files and output, films, sound recordings, or other material,
regardless of physical form or characteristics made or received pursuant to law or ordinance or in connection with the
transaction of official business by any governmental agency.”
18
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Sensitive Documents Kept in an Unsecured Location
South Central management stored agency records in boxes on open shelving in the same
room where commodities, such as canned food, were stored. Agency staff and non-violent felony
offenders participating in the Community Corrections program bag canned food for distribution in
the area next to the stored records. The offenders had access to the boxes of records from their
work station. Furthermore, the records storage area was located directly next to the delivery
unloading dock. Because the records were stored on open shelving in the room, all personnel and
other individuals, such as delivery truck drivers and felony offenders, had access to the agency’s
records, which contained sensitive information. We examined some of the contents in the boxes
and found employee and client files with sensitive information, such as names, addresses, Social
Security numbers, criminal records, educational records, and medical reports.
When we brought this concern to the Executive Director’s attention, he stated that he did
not believe this was a problem because the agency had stored records this way for years without
auditors raising any concerns. Subsequent to our initial visit to South Central, we observed that
management had built a wall with a locked door around the records storage area to separate it from
the delivery dock and the remainder of the storeroom.
Green Book Principle 10.03 states, “Management designs appropriate types of control
activities for the entity’s internal control system. . . . Management establishes physical control to
secure and safeguard vulnerable assets.”
In its Records Management Best Practices and Procedures, the Department of State’s
Record Management Division recommends that agencies properly secure their records. The best
practices recommend that
A secure facility should be locked, have controlled access for select personnel, and provide
clear procedures for storing, retrieving, utilizing, and refiling records. In order to protect
records, the facility should have restricted access. Doors should have locks, and the number
of keys should be limited. Only authorized personnel should have access.

When management does not store records in a secure storage area with limited access,
records could be altered, stolen, or destroyed by unauthorized personnel. Management should
continue to use the newly constructed secure storage area to store all agency records and ensure
that only necessary personnel have access.
Observation SC11 – Processes in South Central’s Community Representative Payee Program
need improvement
South Central’s Community Representative Payee Program (CRPP) offers money
management services to clients who receive Social Security Administration (SSA) or other disability
benefits who have been deemed unable to manage their own finances. The program is designed to
assist clients by making payments to vendors on behalf of clients, and providing money from the
clients’ funds for necessities, such as rent and food. Once program staff ensure that clients’
necessities are paid for, they provide clients access to their funds to save and spend as needed.
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Results of April 2016 Investigation
In an April 2016 Investigative Report for South Central Human Resource Agency, our
office found that multiple deficiencies existed within the agency’s Community Representative
Payee Program. Specifically, the investigation found that the program director and/or program
staff
•
•

failed to report $19,536.58 in unclaimed property to the Tennessee Department of
Treasury as required by statute;
did not maintain documentation of Wal-Mart gift cards purchased on behalf of clients;

•

expended $1,502.16 in funeral expenses for a deceased client instead of turning those
funds over to the Tennessee Department of Treasury as unclaimed property;

•

made $545 in unsupported transactions on behalf of clients;

•

did not provide budgets and statements for CRPP clients;

•

did not routinely review individual client and expenditure accounts to ensure there is
no unauthorized activity;

•

did not obtain a written agreement to manage one client’s non-SSA funds;

•

improperly withheld funds from a client for personal needs;

•

did not provide training to CRPP staff;

•

did not open all mail from the Social Security administration regarding clients; and

•

did not have sufficient internal control policies.

In the current audit, we found that the agency has addressed the deficiencies listed above but still
has room to improve its retention of supporting documentation for client rent payments and
provision of budgets and statements to clients.
Lack of Supporting Documentation for Rental Payments
We reviewed 60 transactions that agency program management made on behalf of CRPP
clients and found that program staff maintained appropriate and adequate support for all but 4
payments (7%). For these 4 transactions, CRPP program staff did not maintain a copy of each
client’s signed rental agreement. Without proper client documentation, such as client rental
agreements, the program management increase the risk that program staff may not currently
administer the clients’ funds.
Limited Provision of Client Budgets and Statements
Based on discussions with the CRPP Director and a review of request logs, we found that
the Director provides clients with budget documents and account statements upon their request.
As a best practice, the agency should routinely provide all clients with their budgets and statements
so clients have the most up-to-date information about how the CRPP staff have handled their funds
and so that they can be actively involved with the management of their finances.
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COVID-19 IMPACT AND AGENCY RESPONSE
(Unaudited)

During our audit period, the COVID-19 virus impacted operations at South Central Human
Resource Agency. We interviewed management to gather information, and the Executive Director
provided examples of the impact on the agency’s operations.
•

In the Alternative Community Correction and Misdemeanor Programs, local judges
implemented “Drive up Court,” where offenders stay in their car. The Justice programs
also checked in on high-risk clients.

•

The Homemaker Services program was suspended for three weeks, but staff conducted
phone check-ins.

•

The Nutrition program did not make any food deliveries during April 2020 due to the
stay-at-home order. No hot meals were delivered from March 20 through May 5, 2020,
and food distributions during May 2020 were drive-up only.

•

The Nutrition program was allowed to deliver meals to every senior over 60.

•

Guidance for the Head Start program is changing as their schedule follows the public
schools. Head Start teachers will require additional personal protection equipment in
the fall.

•

The American Job Centers were closed and reopened in June 2020 on an appointment
basis only.

•

The Low Income Home Energy Assistance Program (LIHEAP) was closed until May
2020; staff are now providing services over the phone. The program realized the need
for an online application and is now seeing clients who never needed their services
before.

•

Staff are also researching how to create application forms online within the Community
Services Block Grant (CSBG) program.

•

Management said staff who were able to work from home were allowed to, and all
client visitations were by appointment only.

•

South Central staff were placed on administrative leave for the month of April 2020.

The Executive Director stated that despite these challenges, the agency was able to still provide
services to vulnerable citizens during this time.
CARES Act Funding
Agency management said the agency anticipates receiving Coronavirus Aid, Relief, and
Economic Security (CARES) Act funding for the Community Services Block Grant program,
Head Start program, Nutrition program and the Low Income Home Energy Assistance Program,
although the exact amounts were not known at the time.
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Table 10
CARES Act Funding
CFDA Number

Program Name (Agency Program)

93.569

Community Services Block Grant

93.600

Head Start

93.045
93.568

Special Programs for the Aging, Title III, Part C,
Nutrition Services (Elderly Nutrition – Meal Services)
Low Income Home Energy Assistance Program

Source: South Central management.

Amount
$1,191,815
estimated
$298,377
estimated
$143,114
estimated
unknown 19

The Low Income Home Energy Assistance Program will also receive CARES ACT funding, but the amount of
funding was not known at the time of our request.
19
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APPENDICES

APPENDIX SC-A

Internal Control Significant to the Audit Objectives
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) sets internal control standards for federal entities and serves
as best practice for non-federal government entities, including state and local government agencies.
As stated in the Green Book overview, 20
Internal control is a process used by management to help an entity achieve its objectives . . .
Internal control helps an entity run its operations effectively and efficiently; report reliable
information about its operations; and comply with applicable laws and regulations.

The Green Book’s standards are organized into five components of internal control: control
environment, risk assessment, control activities, information and communication, and monitoring.
In an effective system of internal control, these five components work together to help an entity
achieve its objectives. Each of the five components of internal control contains principles, which
are the requirements an entity should follow to establish an effective system of internal control.
We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5
Principle 6
Principle 7
Principle 8
Principle 9

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Risk Assessment

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Information and Communication

Principle 13
Principle 14
Principle 15
Principle 16
Principle 17

Use Quality Information
Communicate Internally
Communicate Externally

Monitoring

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

In compliance with generally accepted government auditing standards, we must determine
whether internal control is significant to our audit objectives. We base our determination of
significance on whether an entity’s internal control impacts our audit conclusion. If some, but not
all, internal control components are significant to the audit objectives, we must identify those
internal control components and underlying principles that are significant to the audit objectives.
In the following matrix, we list our audit objectives where internal control was significant and
identify which internal control components and underlying principles were significant to those
objectives.
20

For further information on the Green Book, please refer to https://www.gao.gov/greenbook/overview.
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Control Activities Information & Communication Monitoring
Control Environment
Risk Assessment
Audit Objectives

Governing Board

4

6

8

Policy Council

9
14

16
17

Executive
Committee

21

23
24

Did the governing board have a
policy to address attendance for all
oversight bodies and did governing
board members consistently attend
meetings?
Did the governing board have
policies and procedures in place to
disclose board members’ conflicts of
interest?
Did governing board policy allow
for public comment at meetings?
Did the governing board give public
notice before all meetings?
Did the policy council have policies
and procedures in place to disclose
council members’ conflicts of
interest?
Does the policy council allow for
public comment at meetings?
Did the policy council give public
notice before all meetings?
Did the executive committee have
policies and procedures in place to
disclose committee members’
conflicts of interest?
Did executive committee policy
allow for public comment at
meetings?
Did the executive committee give
public notice before all meetings?

Significance

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Control Activities Information & Communication Monitoring
Control Environment
Risk Assessment
Audit Objectives
25

26

Agency Operations

27

28

29

Did agency management conduct an
annual risk assessment to identify and
document the agency’s risks and
controls so that management can
effectively mitigate the risks of error,
noncompliance, fraud, waste, and
abuse?
Is the agency in compliance with
bond requirements as outlined in
statute?
Did employee turnover create
problems
with
the
agency’s
operations or the board and
management’s ability to meet its
mission?
Did management have a formal,
agency-wide monitoring process to
ensure program areas track,
investigate, and resolve client
complaints timely?
In response to the prior audit finding,
did
management
implement
processes
to
ensure
timely
background checks and registry
reviews for the Nutrition and InHome Services staff and volunteers?

Significance

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

Yes

No

No

No

No

No

Yes

Yes

Yes

Yes

No

No

No

No

No

No

No

No

Yes

No

No

Yes

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

No

No

Yes

No

Yes

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

No

No

No

Yes

No

No

No

No

Yes

No

Yes

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

No

No

Yes

No

Yes

No

Yes

No

Yes

No

30

In response to the prior audit finding,
did management implement policies
and procedures to ensure the timely
deposit of collections from offender
payments for the Community
Corrections program?

Yes

No

No

Yes

No

No

Yes

No

No

No

Yes

No

Yes

No

No

No

Yes

No

31

Did the agency have a formal records
management policy governing public
records?

Yes

No

No

No

No

No

No

No

No

No

Yes

No

Yes

Yes

No

No

No

No
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APPENDIX SC-B

Methodologies to Achieve Objectives
Governing Board
To achieve our objectives related to the governing board attendance policy and public comment, including
obtaining an understanding and assessing management’s design of internal controls, we reviewed statutes and the
agency’s bylaws, and we interviewed South Central’s Executive Director and the Executive Assistant.
To address the objectives related to the conflict-of-interest policies and public notice, including obtaining an
understanding and assessing management’s design and implementation of internal controls, we reviewed applicable
statutes and the agency’s bylaws, and we interviewed South Central’s Executive Director and the Executive Assistant.
We reviewed South Central’s conflict of interest policy and disclosure form to determine if the board had policies and
procedures in place to disclose members’ conflicts of interest. We also reviewed public notices for the annual meetings
to determine if the public was adequately notified of board meetings.
To achieve our remaining objectives, we interviewed the Executive Director and the Executive Assistant and
reviewed bylaws and state statute. We consulted the General Counsel of the Office of the Comptroller of the Treasury
to gain an understanding of the statutory requirements of the governing board. We reviewed governing board meeting
minutes to determine if the board retained its ratification responsibilities. We interviewed South Central’s Executive
Director to determine whether the board and committee fulfilled the duties to submit agency travel regulations to the
Commissioner of the Department of Finance and Administration for approval, submitted a system of competitive
bidding to the procurement commission for approval, and filed the agency personnel policy and employee
compensation plan with the Department of Finance and Administration. We reviewed annual reports and the
governing board/executive committee member mailing list to determine the governing board member composition
and then performed testwork to determine if the governing board was comprised according to statute.

Policy Council
To achieve our objectives related to public comment, including obtaining an understanding and assessing
management’s design of internal controls, we interviewed the Executive Director and the Executive Assistant. We
reviewed bylaws to determine if the council had a policy for allowing public comment at public meetings. We also
reviewed policy council meeting minutes to determine if public comments were made at meetings.
To address our objectives related to conflict-of-interest policy and public notice, including obtaining an
understanding and assessing management’s design and implementation of internal controls, we interviewed the
Executive Director and Executive Assistant and reviewed bylaws. We reviewed South Central’s conflict of interest
policy and disclosure form to determine if the policy council had policies and procedures in place to disclose members’
conflicts of interest. We tested South Central’s news releases and performed testwork to determine the public was
notified of council meetings adequately.
To achieve our remaining objectives, we reviewed bylaws, Section 13-26-104, Tennessee Code Annotated,
and federal Community Services Block Grant requirements to gain on understanding of the requirements for the
council’s composition. We reviewed annual reports and the policy council member mailing list to determine the
council member composition and then performed testwork to determine if the council was comprised according to
statute and bylaws. We reviewed policy council meeting minutes and performed testwork to determine attendance
and quorum compliance. We reviewed completed conflict of interest forms and performed testwork to determine if
council members signed annual conflict of interest disclosure forms during our audit period.

Executive Committee
To achieve our objectives related to public comment, including obtaining an understanding and assessing
management’s design of internal controls, we reviewed statutes and the agency’s bylaws, and we interviewed South
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Central’s Executive Director. We reviewed executive committee meeting minutes to determine if public comments
were made at meetings.
To address the objectives related to the conflict-of-interest policies and public notice, including obtaining an
understanding and assessing management’s design and implementation of internal controls, we reviewed applicable
statutes and the agency’s bylaws, and we interviewed South Central’s Executive Director. We reviewed South
Central’s conflict of interest policy and disclosure form to determine if the executive committee had policies and
procedures in place to disclose members’ conflicts of interest. We reviewed South Central’s news releases and
performed testwork to determine if the public was notified of committee meetings adequately.
To achieve our remaining objectives, we interviewed the Executive Director and the Executive Assistant and
reviewed bylaw and state statute to gain an understanding of the requirements for the board and committee. We
reviewed annual reports and the executive committee member mailing list to determine the executive committee
member composition and then performed testwork to determine if the executive committee was composed according
to statute. We reviewed executive committee meeting minutes and performed testwork to determine attendance and
quorum compliance. We reviewed completed conflict of interest forms and performed testwork to determine if
executive committee members signed annual conflict of interest disclosure forms during our audit period.

Agency Operations
Risk Assessment
To determine if management prepared annual risk assessments, including obtaining an understanding and
assessing management’s design of internal controls, we conducted interviews with applicable personnel. We obtained
and reviewed the self-assessment documentation prepared by the Head Start Director and the Community Service
Block Grant Director to determine if the documentation met the requirements for a comprehensive, agency-wide
assessment.
Bonds
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed management and performed a walkthrough of the bond process.
We reviewed copies of agency bonds and group insurance policies purchased during the period July 1, 2017, to
February 1, 2020. We calculated bond amounts based on statutory requirements. We compared bond and insurance
policy amounts to our calculations or the statutory minimums.
Turnover
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed South Central’s Executive Director and the Human Resources Director, obtained
employee counts, and obtained and reviewed terminated employee listings from the Human Resource Director, for
the period July 1, 2017, through June 15, 2020. We used the employee separations and average employee counts
provided by management to calculate agency-wide and program-specific turnover for fiscal years 2018, 2019, and
2020. We also discussed turnover with agency management and the Director of the Head Start program.
Complaints
To determine if management has a formal agency-wide monitoring process to ensure program areas track,
investigate, and resolve client complaints timely, including obtaining an understanding and assessing management’s
design of internal controls, we interviewed the South Central’s Executive Director and Deputy Director. Based on a
review of the agency’s audited financial statements, we judgmentally selected four of the largest programs (Head Start,
Low Income Home Energy Assistance Program, Workforce Innovation and Opportunity Act, and Community
Representative Payee Program) based on FY 2019 total expenditures. We reviewed each of the four program’s
contractual agreements, policies and procedures, and complaint logs and spoke with Program Directors to obtain an
understanding of how complaints are tracked within each program. We also reviewed all complaints tracked by the
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agency during the period of July 1, 2017 to February 1, 2020 to evaluate if complaints were resolved timely and
reasonably.
Nutrition and In-Home Services
To accomplish this objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed program staff and agency management and reviewed background
check and registry review policies. We observed staff perform registry reviews and performed a walkthrough of the
agency’s background check process. We reviewed employees’ background check reports and employees’ and
volunteers’ registry review results printouts.
From a population of 49 employees hired during our audit period, July 1, 2017, through February 1, 2020,
and a population of 368 volunteers beginning service during the same time period, we tested all 49 employees hired
and selected a nonstatistical random sample of 25 volunteers to determine South Central’s compliance with
background check and registry reviews policies and procedures. After testing the first 25 items, we noted that there
were issues with the print dates on all registry checks beginning on July 1, 2017. As a result, we created a new
population of individuals hired after July 1, 2017 to use for an expanded, judgmental sample. We judgmentally
selected the 20 extras from our initial population that fell into the new date range and we selected the most recently
hired 15 volunteers to capture the most up-to-date process for a total of 35 expanded items. For the employees’
background check reports, we ensured management maintained documentation of the background check, determined
if supervisory reviews were performed, determined if the background check reports were timely, ensured the agency
obtained the employee’s authorization to release their records for a background check, and that the background check
included a criminal history search and if any problems were identified, a justification for hire was included in the
employment file.
For employees’ and volunteer’s registry reviews, we ensured management maintained documentation of the
registry reviews, determined if supervisory reviews were performed, determined if registry reviews were timely, the
applicable registry reviews were performed, if any problems were identified, a justification for hire was included in
the employment file or volunteer’s file, and if not all applicable registries were performed, if the auditor identified any
disqualifying results by reviewing the registry.
Community Corrections
To address our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the South Central’s Justice Services Director and Assistant
Finance Director. We obtained and reviewed the agency’s policies for handling offender payment deposits. We
conducted a walkthrough of the supervision receipt and deposit process with the Assistance Program Manager and
documented our understanding. We discussed Tennessee Department of Correction (TDOC) Community Corrections
standards for timely deposits with the TDOC Community Corrections Administrator. We obtained a population of
3,246 supervision fees, totaling $76,980, that agency staff entered in the accounting system for the period July 1, 2017,
through February 1, 2020. While determining the population’s completeness, we found significant unexplainable gaps
in the receipt numbers of receipts case officers issued to probationers when paying supervision fees. As a result, we
could not determine if the population management provided contained all supervision fees for the audit period. We
selected a nonstatistical, random sample of 25 entries, totaling $515. We obtained and reviewed supporting
documentation for each fee to verify that staff deposited the fees timely.
Records Management
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed South Central’s Finance Director. We obtained and reviewed the
agency’s records management policies. We walked through and observed the agency’s record storage area.
Mission
To achieve our objective, we interviewed the agency’s Executive Director to gain an understanding of how
South Central programs fulfill the agency’s mission “to provide low income individuals and communities access to
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educational, economic, nutritional, and social services that promote and encourage self-reliance through our
partnership with local, state, and federal resources.” We also interviewed South Central’s governing board chair to
obtain his perspective on how well the agency is meeting its mission. We reviewed the agency’s annual reports for
fiscal years 2018 and 2019 to determine which programs the agency offered to the citizens of its service area and how
many clients participated in the programs. We reviewed economic information about South Central’s service area
obtained from the Transparent Tennessee website 21 which included the poverty rate, the 3-year unemployment rate,
and the per capita income for fiscal years 2016 and 2019 to determine the change in economic conditions between the
previous audit and the current audit of South Central. We reviewed the agency’s 2018 Community Needs Assessment
and Community Services Block Grant (CSBG) Community Action Plans for 2017 through 2020.
Travel
To achieve our objective, we interviewed the Finance Director to gain an understanding of the agency’s
process for approving travel-related reimbursement claims. We obtained South Central’s policies and procedures for
the travel reimbursement process. We selected a sample of 31 travel-related claims 22 submitted by employees, the
entire population of 29 travel-related claims submitted by the Executive Director, and the entire population of 38
travel-related claims paid to board members. We obtained and reviewed the supporting documentation for each claim.
We tested the claims for supervisory review and approval; timeliness of the claim submission; correct lodging, mileage,
and per diem rates; whether the claim was properly supported by documentation for travel justification, and whether
the claim was reviewed by fiscal department staff
Investigative Report – Unclaimed Property
To achieve our objective, we interviewed staff and management to gain an understanding of the Client
Representative Payee program and unclaimed property procedures. We reviewed the 2018 and 2019 Community
Representative client files and unclaimed property reports to ensure they were properly remitted to the Tennessee
Department of Treasury.
Investigative Report – Community Representative Payee Program
To achieve our objective, we obtained and reviewed South Central Human Resource Agency (South Central)
Community Representative Payee Program (CRPP) policies and procedures to access internal controls, along with
Social Security Administration (SSA) Representative Payee guidelines. We interviewed the director and staff to gain
an understanding of the Client Representative Payee Program (CRPP), CRPP staff training, the process to void checks,
the process to inactivate client accounts, and the client payment transaction processes. We obtained and reviewed
supporting documentation to verify the CRPP Director recouped the funeral expenses noted in the 2016 Investigation
report.
We obtained a listing of all active client fund accounts and all client transactions for the audit period, July 1,
2017, through December 31, 2019, and we tested all client accounts to ensure they were active and had signed consent
forms from the client. We created a pivot table focusing on client fund accounts and object code Client Payment. The
pivot table populated information based on each client’s transaction object code for client payments. We reviewed
the table of information to determine if the CRPP staff was improperly withholding or placing caps on client funds.
We also determined the most relevant object codes for testwork and refined the total population to those object codes.
We chose a nonstatistical random sample of 60 client transactions to review for the audit period. We
reviewed the transactions for gift card purchases by the CRPP staff with client funds. We reviewed the transactions
and supporting documentation to determine if the transactions were properly supported and allowable in accordance
with the Social Security Administration Guidelines.

www.tn.gov/transparenttn.html is a State of Tennessee website that serves as a “one-stop shop” for the public to
access information and statistics on a variety of topics including education, workforce development, government,
health, jobs and rural development, public safety, and criminal justice reform.
22
We only selected travel-related claims paid that were over $100 to weed out mileage only claims.
21
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We reviewed the CRPP Client Budgets and discussed client budgets and statements with staff to obtain an
understanding of the monitoring process to determine if client transactions are allowable in accordance with Social
Security CRPP guidelines.
We tested a nonstatistical random sample of 25 client files to verify that budget or statements were included,
and client account reconciliations were performed. We also reviewed the files to confirm that the client had a written
agreement on file for any non-Social Security funds managed by South Central CRPP. Also, we reviewed the files for
unopened mail from the Social Security Administration to ensure staff opened all relevant client mail.
We also reviewed CRPP staff training documentation provided by management.
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APPENDIX SC-C
Nutrition and In-Home Services
Contractual/Internal Requirements for Employees (Direct Contact)
Contracting Agency

Tennessee Commission
on Aging and
Disability (TCAD)
TCAD (OPTIONS) 23
Tennessee Department
of Mental Health and
Substance Abuse
Services
TennCare (BlueCare)
Amerigroup
UnitedHealthcare
Tennessee Department
of Human Services
Nutrition
In-Home Services

National
Sex
Offender
Registry

TN Sex
Offender
Registry





-



Criminal
Background
Check

TN Felony
Offender
Information
Lookup (FOIL)

List of
Excluded
Individuals and
Entities (LEIE)

System for
Award
Management
(SAM)



-

-

Home and Community Based Programs



-

-

-

TN Abuse
Registry

Nutrition




-





-

-

-





























-





-

-

-




-



Social Services Block Grant Protective Services Homemaker
South Central’s Internal Policies and Procedures





Source: South Central’s contracts and policies and procedures.










-

OPTIONS for Community Living is a state-funded program created to provide the elderly, as well as adults with disabilities, home- and community-based service
choices, including in-home services and nutrition.

23
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Nutrition
Contractual/Internal Requirements for Volunteers (Indirect Contact)
Criminal
Background
Check

FOIL

LEIE

SAM

TCAD

-



-

-

TCAD (Options)
TennCare (BlueCare)
Amerigroup
UnitedHealthcare










South Central Internal Policies and Procedures



-






-

-









-

-

-

Contracting Agency

Nutrition Program

National Sex
TN Sex
TN
Offender
Offender
Abuse
Registry
Registry Registry
Nutrition


Home and Community Based Programs


-

Source: South Central’s contracts and policies and procedures.
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APPENDIX SC-D
Financial Information

*Source: Obtained from an independent audit report issued by Carr, Riggs & Ingram,
L.L.C. of South Central’s Financial Statements and Supplementary Information for the
Fiscal Year Ended on June 30, 2019.
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Southeast Tennessee Human Resource Agency (Southeast)
Mission
To empower families, moving them from dependence to independence,
by providing comprehensive services in collaboration with local, state,
and federal resources.

SOUTHEAST’S SERVICE AREA

SERVICE AREA DEMOGRAPHICS

647,328

$69,237

total population of
Southeast’s service area

average annual
household income

21%

17%

are under age 18

are over age 65

15%

16%

live below the
poverty level

have a disability

★ Dunlap Regional Office

Source: U.S. Census Bureau,
2018 American Community Survey.

SERVICES OFFERED
Child and Adult Care Food
Program
Community Corrections (Bledsoe,
Franklin, Grundy, Marion, Rhea,
and Sequatchie Counties)
Community Intervention for
Juvenile Offenders (Franklin,
Marion, McMinn, Meigs, and
Rhea Counties)
Community Services Block Grant
(Bledsoe, Grundy, Marion,
Meigs, McMinn, Rhea, Polk, and
Sequatchie Counties)

Court Appointed Special Advocates
(Bledsoe, Grundy, Marion, and
Sequatchie Counties)
Emergency Food Assistance
Program (Bledsoe, Grundy, Marion,
Meigs, McMinn, Rhea, Polk, and
Sequatchie Counties)

Meals on Wheels and Congregate
Meals (Grundy and Sequatchie
Counties)

Family Self-Sufficiency

Public Transit

In-Home Services

Representative Payee

Low Income Home Energy
Assistance Program (Bledsoe,
Grundy, Marion, Meigs, McMinn,
Rhea, Polk, and Sequatchie
Counties)

Weatherization Assistance Program
(Bledsoe, Grundy, Hamilton,
Marion, McMinn, Meigs, Polk,
Rhea, and Sequatchie Counties)

Misdemeanor Probation (Bledsoe,
Grundy, Marion, Rhea, and
Sequatchie Counties)

PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department,
agency, or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior audit report was dated December 2014 and
contained 12 findings, 5 of which related to Southeast Tennessee Human Resource Agency.
Southeast filed its report, due six months after the release of the audit report, with the Comptroller
of the Treasury on June 1, 2015.
We conducted a follow-up of the prior audit findings as part of the current audit.

RESOLVED FINDINGS
The current audit disclosed that Southeast resolved four of the five prior audit findings:
 the Misdemeanor Probation Program did not have adequate segregation of duties;
 the Misdemeanor Probation Program should amend its policies and procedures and not
allow offenders to pay fees in cash;
 the Community Corrections program did not deposit supervision fees timely; and
 the Low Income Home Energy Assistance program should implement procedures to
ensure staff used accurate data for calculating an applicant’s energy burden.

REPEAT FINDINGS
The prior audit report contained a finding that the Transportation program should adopt
written grievance policies and procedures as required by Southeast’s contract with managed care
organizations. The current audit disclosed that management did not adopt written client complaint
policies and procedures, as contractually required. See Finding SET3.
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SETHRA HUMAN RESOURCE AGENCY

SOUTHEAST HUMAN RESOURCES AGENCY

GOVERNING BOARD, POLICY COUNCIL, AND EXECUTIVE COMMITTEE
Board

Council

Exec.
Comm.

Finding SET1 – Southeast’s governing board, policy council, and
executive committee did not fill vacancies (page 263)

X

X

X

Finding SET2 – Southeast’s governing board, policy council, and
executive committee members failed to attend meetings (page 265)

X

X

X

Observation SET1– Southeast’s governing board did not submit
updates to the agency’s travel policy and personnel procedures to the
Department of Finance and Administration or the agency’s
procurement policy to the State Procurement Commission (page 269)

X

Observation SET2 – Southeast’s bylaws for the governing board and
policy council define a quorum that did not meet statutory
requirements (page 270)

X

X

Observation SET3 – Southeast’s governing board, policy council,
and executive committee should continue to improve their process for
submitting conflict-of-interest disclosure forms (page 271)

X

X

X

Observation SET4– Southeast’s bylaws for the governing board,
policy council, and executive committee do not address public
comment at meetings (page 272)

X

X

X

X

X

Findings and Observations

Observation SET5 – Southeast’s policy council and executive
committee did not comply with public notice and adequate meeting
record provisions of the Open Meetings Act (page 272)

AGENCY OPERATIONS
Findings and Observations
Finding SET3 – As noted in the prior audit, Southeast’s management has not implemented
effective complaint policies and procedures to ensure compliance with Transportation program
contracts (page 275)
Observation SET6 – Southeast’s management should improve the agency’s internal controls by
conducting an annual risk assessment to identify operational and fiscal risks, including those related to
fraud, waste, abuse, errors, and noncompliance (page 277)
Observation SET7 – To assist the oversight bodies with their responsibility to achieve the agency’s
mission, Southeast’s management should review and communicate when employee turnover rates may
impact mission (page 278)
Observation SET8 – Southeast’s management did not have an agency-wide complaint monitoring
process to ensure that programs track, investigate, and resolve client complaints timely (page 278)
Observation SET9 – Southeast’s management did not have a records management policy and procedures
(page 279)
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BACKGROUND

Governing Board
Southeast’s 50-member governing board is composed of 9 county mayors, 30 city mayors, 9
local agency representatives, 1 state senator and 1 state representative. The governing board met in
December 2018 and October 2019. At both meetings, held in Chattanooga, the board voted to accept
the agency’s annual audit report, voted approval for the agency to start a building repair and
maintenance fund, and elected governing board officers. 1
Policy Council
The policy council has 19 members; 14 representing
providers of human resource services and 5 representing
consumers of human resource services. The 14 provider
representatives include all 9 county mayors and 5 of the 30
city mayors from the governing board. The 5 city mayor
members are appointed by the agency’s executive committee.
The 5 consumer representatives are appointed by the county
mayors and confirmed by the executive committee. Bylaws
require the policy council to meet four times each fiscal year.

MATTER FOR LEGISLATIVE
CONSIDERATION: SOUTHEAST
The governing board has
appointed and authorized an
executive committee to act for it
in all matters.

Executive Committee
The governing board established an executive committee to act for it, as permitted by
statute. According to the agency’s bylaws, the executive committee consists of 20 members who
are also governing board members:
•

all 9 county mayors,

•

6 city mayors appointed by the county mayors,

•

the state senator and state representative, and

•

the 3 officers elected by the governing board. 2

Executive Director
The day-to-day operations and personnel decisions of the agency are the responsibility of
the Executive Director, who is appointed by the policy council. The agency has approximately
200 employees.

The board elects three officers: a chair, a vice-chair, and a secretary/treasurer.
If the county and city mayors are elected as officers by the governing board, the number of executive committee
members are fewer than 20.

1
2
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AUDIT CONCLUSIONS

GOVERNING BOARD, POLICY COUNCIL, AND EXECUTIVE COMMITTEE
Governing Board
1.

Audit Objective: Is the governing board composed according to statute?
Conclusion:

2.

Audit Objective: Did the governing board retain and fulfill its responsibility to ratify the policy council’s
actions?
Conclusion:

.
3. Audit Objective:

Conclusion:

4.

The governing board did not have a policy to address attendance issues and board members
did not consistently attend meetings. See Finding SET2.

The governing board did not achieve a quorum as established in the bylaws and state statute
at the fiscal year 2018 meeting. See Finding SET2 and Observation SET2.

The board has a Conflict of Interest Policy and Disclosure form. See Observation SET3.

Audit Objective: Did governing board members annually complete and sign conflict-of-interest forms?
Conclusion:

8.

The governing board did not submit the agency’s travel policy and personnel procedures to the
Department of Finance and Administration and the agency’s procurement policy to the State
Procurement Commission, as required by Section 13-26-108, Tennessee Code Annotated. See
Observation SET1.

Audit Objective: Did the governing board have policies and procedures in place to disclose board members’
conflicts of interest?
Conclusion:

7.

Has the governing board adopted travel regulations, developed a system of competitive
bidding, and developed personnel procedures, as outlined in Section 13-26-108, Tennessee
Code Annotated?

Audit Objective: Did the governing board meet and achieve the quorum standards established in the bylaws
and state statute?
Conclusion:

6.

The governing board appointed an executive committee to act for it, including ratifying the
policy council actions, as prescribed in Section 13-26-103(a), Tennessee Code Annotated.

Audit Objective: Did the governing board have a policy to address attendance for all oversight bodies and did
board members consistently attend meetings?
Conclusion:

5.

The governing board lacks representatives from local agencies in each county as required by
Section 13-26-103(a), Tennessee Code Annotated. See Finding SET1.

All governing board members did not complete and sign conflict-of-interest disclosure forms.
See Observation SET3.

Audit Objective: Did governing board policy allow for public comment at meetings?
Conclusion:

The governing board did not have policies or procedures allowing public comment at its
meetings. According to the minutes for meetings held during our audit period, no members of
the public attended meetings. See Observation SET4.
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9.

Audit Objective:
Conclusion:

Did the governing board give public notice before all meetings?
The governing board provided adequate public notice before all meetings.

Policy Council
10. Audit Objective: Is the policy council composed according to the bylaws and statute?
Conclusion:

The policy council is not composed according to agency bylaws. See Finding SET1.

11. Audit Objective: Did policy council members consistently attend meetings?
Conclusion:

Policy council members did not consistently attend meetings. See Finding SET2.

12. Audit Objective: Did the policy council meet and achieve the quorum standards established in the bylaws and
state statute?
Conclusion:

The policy council’s quorum requirement did not meet statutory requirements, but the council
achieved the quorum standards established in the agency’s bylaws and achieved the statutory
minimum. See Finding SET2 and Observation SET2.

13. Audit Objective: Did the policy council have policies and procedures in place to disclose council members’
conflicts of interest?
Conclusion:

The policy council has a Conflict of Interest Policy and Disclosure form. See Observation SET3.

14. Audit Objective: Did policy council members annually complete and sign conflict-of-interest forms?
15. Conclusion:

All policy council members did not complete and sign an annual conflict-of-interest disclosure
form. See Observation SET3

16. Audit Objective: Did council policy allow for public comment at meetings?
Conclusion:

The policy council did not have policies or procedures allowing public comment at its meetings.
According to the minutes for meetings held during our audit period, no members of the public
attended any meetings. See Observation SET4.

17. Audit Objective: Did the policy council give public notice before all meetings?
Conclusion:

The policy council did not provide adequate public notice before all meetings.
Observation SET5.

See

Executive Committee
18. Audit Objective: Is the executive committee composed according to bylaws?
Conclusion:

The executive committee is not composed according to agency bylaws. See Finding SET1.

19. Audit Objective: Did executive committee members consistently attend meetings?
Conclusion:

Executive committee members did not consistently attend meetings. See Finding SET2. The
executive committee did not have minutes for three of seven meetings held in Fiscal Years
2018 and 2019. See Observation SET5.
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20. Audit Objective: Did the executive committee meet and achieve the quorum standards established in the
bylaws and state statute?
Conclusion:

The bylaws do not define a quorum for executive committee meetings, but the committee
achieved the statutory minimum for a quorum at its meetings. See Finding SET1.

21. Audit Objective: Did the executive committee have policies and procedures in place to disclose committee
members’ conflicts of interest?
Conclusion:

The executive committee has a Conflict of Interest Policy and Disclosure form. See
Observation SET3.

22. Audit Objective: Did executive committee members annually complete and sign a conflict-of-interest form?
Conclusion:

All executive committee members did not complete and sign an annual conflict-of-interest
disclosure form. See Observation SET3.

23. Audit Objective: Did executive committee policy allow for public comment at meetings?
Conclusion:

The committee did not have policies or procedures to allow for public comment at its meetings.
According to the minutes for meetings held during our audit period, no members of the public
attended any meetings. See Observation SET4.

24. Audit Objective: Did the executive committee give public notice before all meetings?
Conclusion:

The executive committee did not provide adequate public notice before all meetings. See
Observation SET5.

Finding SET1 – Southeast’s governing board, policy council, and executive committee did
not fill vacancies
Criteria and Condition
Governing Board
Section 13-26-103(a), Tennessee Code Annotated, requires that the Southeast governing
board membership include local agency representatives from each of the 9 counties in its service
area “knowledgeable of and dealing with the problems concerning human resource agencies” who
are appointed by the county mayor or chair of the respective counties.
Based on our review of Southeast’s governing board membership, we determined that the
governing board did not fill vacancies for local agency representatives. (See Table 1.)
Table 1
Southeast Governing Board Vacancies, Fiscal Years 2018-2019
Fiscal Year
2018
2019

Total Vacancies
4
5

Counties Without a Local Agency Representative
Bradley, Marion, McMinn, Sequatchie
Bradley, Grundy, Marion, McMinn, Sequatchie

Source: Southeast HRA governing board member list obtained from management.
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Policy Council
Section 13-26-103(d), Tennessee Code Annotated, requires that the Southeast policy council
membership “be broadly based and equitably distributed between providers and consumers of human
resource services.” Specifically, the agency’s bylaws require the policy council to be composed of
19 members—14 providers and 5 consumers. Bylaws define the providers as the 9 county mayors
from the agency’s service area and 5 city mayors appointed by the executive committee. Bylaws
define the consumer members as representing the population served by the agency. 3
Based on our review, however, Southeast’s policy council had one consumer member
vacancy in fiscal year 2019.
Executive Committee
As allowed by Section 13-26-103(a), Tennessee Code Annotated, the Southeast governing
board appointed an executive committee to act for it. Per the bylaws, the executive committee is
composed of the 9 county mayors and 6 of the 30 city mayors in the agency’s service area, and the
state senator and state representative from the governing board. In addition, the three officers
elected by the governing board—the chair, vice-chair, and secretary/treasurer—also serve on the
executive committee. 4
The Southeast executive committee had one vacant city mayor member position for all of
fiscal years 2018 and 2019.
Cause
According to management, the governing board members consider the city mayors to meet
the criteria for local agency representatives because city mayors are responsible for services to their
citizens such as water and natural gas. Management said the agency will provide county mayors a
list of consumers who qualify for the policy council’s consumer member positions, but it is up to
the mayors to make an appointment from the list. Management said the executive committee
vacancy results from a transition of member mayors in 2013, when a city mayor became a county
mayor and another city mayor retired. Management did not realize a city mayor position was
vacant until we brought it to their attention.
Effect
By not filling vacancies, the board and committee increase the risk of ineffective oversight
of the agency’s resources, personnel, and finances. And by not filling such vacancies, the
governing board, policy council, and executive committee may not include the appropriate number
and types of perspectives called for in Tennessee Code Annotated.

Based on our office’s legal research, the consumer member should be “consuming” the human resource services to
meet the statutory requirements.
4
During our audit period, the three officers of the governing board were county mayors.
3
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Recommendation
The governing board chair, policy council chair, and executive committee should work
with the agency’s Executive Director to ensure vacant positions are filled timely by appropriate
personnel. Additionally, management should document their efforts to fill such vacancies.
Board’s Comment
We concur. The Board will work with management to fill vacancies in a timely manner.
Management’s Comment
We concur. SETHRA will strive to have all vacancies filled by January 12, 2021 (the date
of the next joint meeting of the governing board, executive committee, and policy council). Prior
to this date, SETHRA management will reach out to all agency oversight bodies to discuss
vacancies and to develop a process for appointing representatives. SETHRA management will
also work with all of the agency’s oversight bodies to develop a process for filling future vacancies
in a timely manner so that vacancies do not extend to two consecutive meetings.
Finding SET2 – Southeast’s governing board, policy council, and executive committee
members failed to attend meetings
Conditions and Criteria
Governing Board Attendance
Based on our review of Southeast governing board member attendance, over 80% of the
governing board members did not attend the fiscal year 2018 meeting and 51% of governing board
members did not attend the fiscal year 2019 meeting (see Table 2). (See Appendix SET-C for
attendance by member.) Based on our review of meeting minutes, the governing board did not
achieve a quorum at the 2018 meeting but did achieve a quorum at the 2019 meeting.
Table 2
Southeast Governing Board Annual Meeting Attendance, Fiscal Years 2018-2019
Total Members

5

FY 2018
46

FY 2019
45

37

23

80%

51%

Number of Members Absent
Percent Absent

Source: Southeast HRA governing board meeting minutes provided by management.

The minutes for the fiscal year 2018, titled “SETHRA Annual Governing Board Meeting, 6”
record that members took actions on and approved prior policy council meeting minutes, accepted
Total members are the number of members in office during the fiscal year, not including vacancies.
The public notice for this meeting was for a governing board meeting and did not include notice of a meeting of
other governing bodies.

5
6
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the agency’s strategic plan, audit report, and approved the agency establishing a building repair
and maintenance fund. Agency management said the meeting was a joint governing board and policy
council meeting, although meeting minutes and the public notice for the meeting state that it is a
governing board meeting (see Observation SET5). Because the governing board did not have a
quorum, these actions and decisions may be challenged.
Policy Council Attendance
Based on our testwork, 9 of 19 policy council members (47%) attended less than 50% of
the policy council’s 3 meetings in fiscal year 2018. For fiscal year 2019, 6 of 18 members (33%)
attended less than 50% of the 4 policy council meetings. (See Tables 3 and 4.) Even with
attendance concerns, however, the policy council achieved a quorum at its meetings.
Table 3
Southeast Policy Council Meetings, Fiscal Years 2018–2019
Fiscal Year
FY 2018
FY 2019

Total Members 7
19
18

Total Number of Meetings
38
4

Source: Southeast HRA policy council meeting minutes provided by management.

Table 4
Details of Policy Council Members’ Attendance, Fiscal Years 2018–2019
Fiscal Year

FY 2018

FY 2019

Member
Member 1
Member 2
Member 3
Member 4
Member 5
Member 6
Member 10
Member 16
Member 17
Member 3
Member 6
Member 10
Member 15
Member 17
Member 20

Position
Bledsoe County Mayor
Pikeville City Mayor
Bledsoe County Consumer Member
Bradley County Mayor
Grundy County Mayor
Grundy County Consumer Member
Athens City Mayor
Rhea County Executive
Dayton City Mayor
Bledsoe County Consumer Member
Grundy County Consumer Member
Athens City Mayor
Polk County Consumer Member
Dayton City Mayor
Dunlap City Mayor

Source: Southeast HRA policy council meeting minutes provided by management.

Percent Absent
67%
100%
100%
67%
67%
100%
100%
100%
67%
100%
100%
100%
75%
75%
100%

Total members are the number of members in office during the fiscal year, not including vacancies.
Management said the governing board meeting on December 12, 2017, was also a policy council meeting; however,
meeting minutes do not state that. Attendance calculations are based on meeting minutes for policy council meetings.
7
8
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Executive Committee Attendance
Based on our testwork, 10 of 16 executive committee members (63%) attended less than
50% of the committee’s 3 meetings in fiscal year 2018. For fiscal year 2019, 9 of 16 members
(56%) attended less than 50% of the 5 executive committee meetings. (See Tables 5 and 6.) The
committee, however, still achieved a quorum at its meetings.
Table 5
Southeast Executive Committee Meetings, Fiscal Years 2018–2019
Fiscal Year
2018
2019

Total Members 9
16
16

Total Number of Meetings 10
3
5

Source: Southeast HRA executive committee meeting minutes provided by management.

Table 6
Details of Executive Committee Members’ Attendance, Fiscal Years 2018–2019
Fiscal Year

FY 2018

FY 2019

Member
Member 1
Member 2
Member 3
Member 8
Member 12
Member 13
Member 16
Member 17
Member 18
Member 19
Member 2
Member 8
Member 9
Member 11
Member 12
Member 13
Member 15
Member 17
Member 19

Position
Bledsoe County Mayor
Pikeville City Mayor
Bradley County Mayor
Athens City Mayor
Rhea County Executive
Dayton City Mayor
State Representative
State Representative
State Senator
State Senator
Pikeville City Mayor
Athens City Mayor
Meigs County Mayor
Polk County Executive
Rhea County Executive
Dayton City Mayor
Dunlap City Mayor
State Representative
State Senator

Source: Southeast HRA executive committee meeting minutes provided by management.

Percent Absent
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
67%
100%
67%
100%
67%
67%
67%
100%
100%

Total members are the number of members in office during the fiscal year, not including vacancies.
Attendance calculations are based on the two meetings for which there were meeting minutes. In Fiscal Year 2018,
management had meeting minutes for two of three meetings held. In Fiscal Year 2019, management had meeting
minutes for three of five meetings held.

9

10
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Criteria
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) provides a comprehensive framework for internal control
practices in federal agencies and serves as best practices for other governmental entities. Green
Book Principles 1.03 and 1.04 state,
1.03 The oversight body and management lead by an example that demonstrates the
organization’s values, philosophy, and operating style. The oversight body and
management set the tone at the top and throughout the organization by their example, which
is fundamental to an effective internal control system.
1.04 The oversight body’s and management’s directives, attitudes, and behaviors reflect
the integrity and ethical values expected throughout the entity. The oversight body and
management reinforce the commitment to doing what is right, not just maintaining a
minimum level of performance necessary to comply with applicable laws and regulations,
so that these priorities are understood by all stakeholders, such as regulators, employees,
and the general public.

Cause
The Executive Director stated that the governing board, policy council, and executive
committee do not have an attendance policy. 11 She said that the agency informs the members of
meetings, but she believes the city mayors are not aware that they are on the board or council or
committee and that their input is needed at the meetings. According to her, the agency does not
have authority to remove members from the oversight bodies for not attending meetings.
Effect
By failing to attend meetings, governing board, policy council, and executive committee
members increase the risk of ineffective oversight and governance of personnel, fiscal, and
program areas. Additionally, Tennessee Code Annotated prohibits conducting business without
achieving a quorum. Based on our review of the meeting minutes for the fiscal 2018 annual
governing board meeting, the governing board did not have quorum but conducted agency business
such as approving meeting minutes, accepting the agency’s strategic plan and audit report, and
approving the agency’s establishing of a building repair and maintenance fund, calling into
question the legality of those actions.
Recommendation
The governing board chair, policy council chair, and executive committee chair should
work with the Executive Director to develop policies and procedures to ensure sufficient
attendance to conduct business and to ensure that the bylaws are updated to reflect statutory
requirements for a quorum. The oversight bodies should develop and implement an attendance
policy which includes how to handle members who consistently miss meetings. The policy should
In October 2020, Southeast’s oversight bodies appointed an interim executive director to replace the executive
director in office during our audit field work.

11
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also include notification procedures to the appointing authorities when necessary. In addition,
agency management should communicate with members to ensure that they receive notice of
upcoming meetings. The governing board chair, policy council chair, and executive committee
chair should consider measures to encourage full participation by all members, such as publicly
posting the attendance for each meeting.
Board’s Comment
We concur. Many of the statutorily required members are unpaid municipal mayors who
are from very small communities that also have full-time jobs. These members are generally
unable to leave their regular jobs to attend board meetings.
The board does intend to work with management to better inform all oversight body
members of the importance of required responsibilities and meeting attendance.
The board will work with management to develop a board member attendance policy for
members who are appointed to serve on committees and sub-branches of the governing board,
such as the consumer of services segment and municipal mayors selected by county mayors.
Management’s Comment
We concur. Other than a few core members of the executive committee that do attend the
majority of meetings, we concur that board member attendance on average does not meet the
standards set forth in the U.S. Government Accountability Office’s Standards for Internal Control
as they relate to oversight bodies. SETHRA also concurs there is no formal attendance policy
detailing board member attendance standards.
SETHRA’s management pledges to work with the governing board, policy council, and
executive committee to develop policies and procedures to achieve and maintain adequate board
member attendance at meetings in order to insure proper oversight of the agency. SETHRA will
develop a board meeting attendance policy specific to members that are appointed who are not
required to be on the board by statute. Those non-statutory members can be removed from the
board; those who are required to be on the board by statute cannot be removed.
SETHRA will continue to work to insure that all members of the governing board, policy
council, and executive committee are always well informed about the dates, times, agendas and
locations of meetings.
Observation SET1 – Southeast’s governing board did not submit updates to the agency’s travel
policy and personnel procedures to the Department of Finance and Administration or the agency’s
procurement policy to the State Procurement Commission
Southeast management could not provide documentation that the governing board
submitted the agency’s current travel policy and personnel procedures to the Department of
Finance and Administration (F&A) and the agency’s procurement policy to the State Procurement
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Commission for approvals, as required by statute. Without
oversight by the state’s regulatory body to ensure travel and
personnel policies and procurement policies are in line with
the state’s policies and procedures, the board increases the
risk that the HRA is not complying with the intent of the
state statute and related policies and procedures. The
governing board chair should work with the Executive
Director to develop and implement internal control
processes to ensure that the governing board complies with
statutory requirements for filing and receiving approval of
its policies and procedures.

Section 13-26-108, Tennessee
Code Annotated, states that
the governing board of each
human resource agency must

These requirements are also addressed in the Matter
for Legislative Consideration on page 14.

(2) Develop a system of
competitive bidding on
purchases of supplies and
equipment and other
contracts and submit the
written procedures governing
such system to the state
procurement commission for
approval; and

Observation SET2 – Southeast’s bylaws for the governing
board and policy council define a quorum that did not meet
statutory requirements

(1) Jointly adopt statewide
uniform travel regulations
subject to the approval of the
commissioner of finance and
administration and reimburse
its officers and employees for
official travel in conformance
with such regulations;

(3) Develop written personnel

Based on our review of the agency’s bylaws, we
procedures to be filed with the
determined that the bylaws do not comply with Tennessee
commissioner of finance and
Code Annotated provisions for establishing a quorum. The
administration for the hiring,
promotion, demotion, and
agency’s bylaws define a quorum as 30% of the membership
12
dismissal of all employees.
of the governing board and the policy council;
furthermore, the agency’s bylaws state that “a smaller
number may adjourn from time to time until a quorum is present, but that a quorum is assumed at
any meeting unless the question of quorum is raised.” This guidance in the agency’s bylaws
conflicts with state statute, which sets a specific and measurable threshold for establishing a
quorum at meetings.
Section 48-58-205, Tennessee Code Annotated, stipulates that a “a quorum of a board of
directors consists of a majority of the directors in office immediately before a meeting begins. In
no event may the charter or bylaws authorize a quorum of fewer than the greater of one third (1/3)
of the number of directors in office or two (2) directors.” The governing board failed to meet the
definition of a quorum during the fiscal year 2018 meeting. The policy council and the executive
committee achieved a quorum based on the statutory minimums at all FY 2018 and 2019 meetings
for which there were minutes.
The Executive Director stated that the quorum for agency meetings is determined per the
agency’s bylaws and assumed to be met unless questioned at a meeting. She said the agency is
considered to be local government, so she does not think that the board is required to meet the
quorum requirement in statute. We believe Section 48-58-205 is clear as to requirements
established for all human resource agencies, including Southeast. As such, the governing board,
policy council, and executive committee cannot assume a quorum is met just because members
12

The agency’s bylaws do not define a quorum for the executive committee.
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fail to inquire about quorum, and they should not conduct business until the quorum requirement
is met and documented through the minutes.
The governing board chair should work with the Executive Director to amend the agency’s
bylaws to reflect statutory requirements for a quorum and to ensure all governing bodies verify
they meet quorum requirements as specified first by law and then bylaws as appropriate before
taking action on agency business.
Observation SET3 – Southeast’s governing board, policy council, and executive committee should
continue to improve their process for submitting conflict-of-interest disclosure forms
Based on our review, the members of the Southeast’s governing board, policy council, and
executive committee did not submit annual conflict-of-interest disclosure forms. See Table 9.
Table 9
Southeast Governing Board, Policy Council, and Executive Committee Members’
Annual Submission of Conflict-of-Interest Disclosure Forms
Fiscal Years 2018–2020
Governing Body

Fiscal Year

Members

Submitted
Forms

Governing Board
Governing Board
Governing Board
Policy Council
Policy Council
Policy Council
Executive Committee
Executive Committee
Executive Committee

2017-2018
2018-2019
2019-2020
2017-2018
2018-2019
2019-2020
2017-2018
2018-2019
2019-2020

52
55
46
19
20
18
18
17
16

30
24
40
16
12
17
13
10
14

Source: Southeast conflict-of-interest disclosure forms provided by management.

Percent of
Members That
Submitted Forms
58%
44%
87%
84%
60%
94%
72%
59%
88%

As noted in our review, management relies on the agency’s independent external auditors
to annually mail the policy and disclosure form to members. In 2020, agency management
implemented a process to follow up with members to ensure they understood the need to sign and
submit the forms; subsequently, the number of submitted forms increased.
We encourage the Southeast governing board, policy council, executive committee, and
management to continue their efforts to improve conflict-of-interest processes. To ensure
transparency and avoid the appearance of conflicts of interest, management should update the
conflict-of-interest policy to require annual submissions of conflict-of-interest disclosure forms
and directions on updating disclosures between annual reporting.
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Observation SET4– Southeast’s bylaws for the governing board, policy council, and executive
committee do not address public comment at meetings
Southeast’s bylaws do not address public comment at meetings. According to the minutes
for meetings held during our audit period, no members of the public attended. After we discussed
this with the Executive Director, she said she would add an item for public comment to the meeting
agendas for future meetings. To ensure the public can comment at any governing body meeting,
Southeast’s oversight bodies should develop a policy or amend bylaws to ensure the public has the
opportunity to make comments at meetings.
Observation SET5 – Southeast’s policy council and executive committee did not comply with
public notice and adequate meeting record provisions of the Open Meetings Act
Prior Notice
Based on our review of Southeast’s policy council and executive committee meetings, the
council and committee did not comply with the public notice and meeting minute records
provisions found in Title 8, Chapter 4, Tennessee Code Annotated, the Tennessee Open Meetings
Act (see Table 7). Pursuant to Section 8-44-103, Tennessee Code Annotated, all meetings of
governmental bodies must “give adequate public notices of such meeting.” Pursuant to Section 844-104, Tennessee Code Annotated, the minutes of a meeting of governmental bodies should be
“promptly and fully recorded” and include “a record of persons present” and “the results of any
votes taken.”
Table 7
Southeast Policy Council and Executive Committee Meetings
Without Prior Notice for Fiscal Years 2018–2019
Oversight Body
Policy Council
Executive Committee
Executive Committee

Meeting Date
June 26, 2019
December 11, 2018
June 26, 2019

Source: Southeast HRA public notices for meetings provided by management.

Lack of Meeting Minutes to Substantiate Meetings
For our review, agency management provided the meeting minutes for 3 policy council
meetings held in fiscal year 2018; however, agency bylaws require the council to meet 4 times a
year. When we asked management about meeting minutes for the December 12, 2017, meeting,
we were told that meeting was the annual governing board meeting and that the governing board
and policy council considered it a joint meeting. However, the minutes for the meeting, which are
the official record, were titled “SETHRA Annual Governing Board Meeting,” and the public notice
was for a governing board meeting, not a joint meeting of the two governing bodies.
Our review also found that agency management did not have executive committee meeting
minutes for 1 of 3 meetings held in 2018 and for 2 of 5 meetings (38%) held during fiscal year
2019 (see Table 8). The executive director said the policy council and executive committee
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meetings are on the same day and in the same location. She stated that because the executive
committee meeting follows the policy council meeting and the bodies have members in common,
the policy council and executive committee members forget to adjourn the council meeting and
convene as the committee, and thus separate minutes were not maintained.
Table 8
Southeast Policy Council and Executive Committee Meetings
Without Meeting Minutes for Fiscal Years 2018–2019
Oversight Body
Executive Committee
Executive Committee
Executive Committee

Meeting Date
June 26, 2018*
January 30,2019*
June 26, 2019**

*These meetings had prior public notice but did not have meeting minutes.
**This meeting did not have prior public notice or meeting minutes; management stated that a meeting was held. The
policy council met this date and had meeting minutes.

Southeast’s policy council and executive committee should ensure compliance with the
provisions found in Title 8, Chapter 4, Tennessee Code Annotated, the Tennessee Open Meetings
Act. The policy council chair and executive committee chair should ensure that meeting minutes
are documented and should include a record of committee members present as well as all business
voted on.

AGENCY OPERATIONS
25. Audit Objective: Did agency management conduct an annual risk assessment to identify and document the
agency risks and controls so that management can effectively mitigate the risks of error,
noncompliance, fraud, waste, and abuse?
Conclusion:

Southeast Tennessee Human Resource Agency management did not conduct annual risk
assessments to identify operational and fiscal risks, including those related to fraud, waste, abuse,
errors, and noncompliance. See Observation SET6.

26. Audit Objective: Is the agency in compliance with bond requirements as outlined in statute?
Conclusion:

The agency is in compliance with bond requirements as outlined in statute.

27. Audit Objective: Did employee turnover create problems with the agency’s operations or the board and
management’s ability to meet the agency’s mission?
Conclusion:

Although the Human Resource Director tracked turnover data, management did not use the
data to evaluate if turnover created problems with the agency’s operations or management’s
ability to meet the agency’s mission. See Observation SET7.

28. Audit Objective: Did management have a formal agency-wide monitoring process to ensure program areas track,
investigate, and resolve client complaints timely?
Conclusion:

Management did not have a formal agency-wide monitoring process to ensure program areas
track, investigate, and resolve complaints timely. See Observation SET8.
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29. Audit Objective: In response to the prior audit finding, did management implement complaint policies and
procedures for Transportation program clients?
Conclusion:

Management has not implemented formal policies and procedures for Transportation
program clients. See Finding SET3.

30. Audit Objective: In response to the prior audit finding, did management implement policies and procedures to
ensure the timely deposit of collections from offender payments for the Community
Corrections program?
Conclusion:

Southeast management implemented internal controls for timely depositing fees and staff
followed the policies and procedures, with minor exceptions.

31. Audit Objective: In response to the prior audit finding, did management adequately segregate duties over the
receipt and deposit of offender payments?
Conclusion:

Management implemented policies and procedures for segregation of duties for the receipting
and depositing of offender payments. Based on our testwork, staff followed the policies and
procedures.

32. Audit Objective: In response to the prior audit finding, did management implement a policy to ensure probation
officers did not accept cash from offenders for probation fees?
Conclusion:

Management implemented a policy that probation officers could not accept cash from
offenders for probation fees. Based on our testwork, we found that probation officers
followed the policy and did not accept fees in cash.

33. Audit Objective: In response to the prior audit finding, did management implement policies and procedures to
ensure staff entered accurate and complete applicant data for the Low Income Home Energy
Assistance Program to determine benefits and apply eligibility standards consistently?
Conclusion:

We determined that management implemented policies and procedures to ensure staff entered
accurate and complete applicant data for the Low Income Home Energy Assistance Program
to determine benefits and apply eligibility standards consistently, with minor exceptions.

34. Audit Objective: Did agency management adopt written guidelines identifying those who are permitted to use
vehicles and fuel cards and the purposes for which they may be used?
Conclusion:

Management implemented written guidelines identifying those agency employees who are
permitted to use vehicles and fuels cards and the purposes for which they may be used.

35. Audit Objective: Did the agency have a formal records management policy governing public records?
Conclusion:

The agency’s did not have a written records management policy with procedures for the
retention and destruction of records. See Observation SET9.

36. Audit Objective: Is Southeast’s governing board and management operating and conducting activities to meet
the statutory mission, as prescribed in Tennessee Code Annotated?
Conclusion:

Southeast is operating and conducting activities to meet its statutory mission to serve as the
delivery system for human resources. We also found that the agency is meeting its mission
to empower families by moving them from dependence to independence.
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Finding SET3 – As noted in the prior audit, Southeast’s management has not implemented
effective complaint policies and procedures to ensure compliance with Transportation
program contracts
Results of Prior Audit
In response to the prior audit finding, management provided a transportation complaint policy
in its six-month follow-up on June 1, 2015, stating that the program would accept client complaints
by phone, in person, in writing, or via email, and the county manager 13 would investigate complaints
within 10 working days, respond to clients, and notify the program director of any concerns.
Condition, Cause, and Criteria
Management provided us a draft of their Rural Transportation Program Manual, dated
December 30, 2018, which contained a complaint policy stating that complaints must be written
and will be investigated by the program director, and complaints are resolved in five working days
with a response provided to the client. Based on our review, we found no evidence that Southeast’s
management implemented and followed this policy or the June 2015 policy. The Executive
Director stated that management did not formalize and disseminate the December 2018 draft policy
because they did not bring it before the governing board for approval. The Executive Director
could not locate any correspondence from the then-Executive Director to staff implementing the
June 2015 draft policy but stated that she “feels like everything was implemented” at that time.
We received conflicting information from the Transportation Director and later the Executive
Director, describing the complaint process. The process described in both draft policies did not align
with the process as described to us by the Transportation Director, who stated that she was solely
responsible for investigating and resolving complaints. Subsequently, the Executive Director stated
that the process the Transportation Director described to us was inaccurate and that the county
manager was responsible for investigating complaints, in accordance with the draft policies. Later,
the Transportation Director contacted us to inform us the process she described to us was not correct
and that county managers were responsible for complaint intake and resolution.
We offer that management should formally document all key processes to ensure business
operations can continue through unexpected change or personnel turnover. As outlined in Green
Book Principle 12.01 states that “management should implement control activities through policies.”
Deficiencies in Complaint Process
Southeast’s contracts for NEMT 14 transportation services require agency management to
ensure that client complaints are documented, tracked, and reported. The agency must take both
verbal and written complaints; submit a quarterly complaints report that summarizes the number

The county manager in each county is responsible for overseeing the transportation staff and the county’s office.
Southeast has contracts with Managed Care Organizations (MCOs) to provide nonemergency transportation (NEMT)
for TennCare’s clients to their medical appointments. An MCO is an entity that has contracted with the State of Tennessee
to arrange for the provision of managed physical and behavioral health services provided as benefits to TennCare members.
13
14
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of complaints by type, analyzes the information, notes patterns or trends, and describes corrective
actions taken; and document complaints in each driver’s folder.
We reviewed the complaint log provided by the Transportation Director that included all 10
formal transportation complaints received between July 1, 2017, and February 2, 2020. Based on
our review, the Transportation Program Director did not identify the name of the program the
complainant was the beneficiary of; therefore, we could not determine if any of the complaints were
for rides provided through Southeast’s nonemergency transportation contracts (NEMT). Other
deficiencies we noted were that the complaint description written by the Transportation Director
•

did not always include how the complaints were received, such as phone call, in
writing, etc.;

•

did not include complaint resolution dates; and

•

did not indicate whether the complaint was resolved or the current status of the complaint.

Potential Noncompliance With Contract Requirements for Reporting
We asked Southeast’s Assistant Executive Director whether the agency’s Transportation
program staff was compiling and submitting quarterly complaint logs as required by its NEMT contract
with Tennessee Carriers, Inc. The Assistant Executive Director said that Tennessee Carrier, Inc. could
compile the reports by contacting the clients directly to ask about complaints. Subsequently, he
contacted Tennessee Carriers to ask about the contract requirements for complaint reporting. In reply
to his inquiry, Tennessee Carriers, Inc. stated that Southeast was not submitting reports and added that
Southeast should be “logging” complaints and “working to resolve them.”

Effect
Written policies and procedures do not serve their intended purpose when they are outdated,
incomplete, and unused. Without sufficient complaint guidance, the agency may not handle
citizens’ complaints in a timely manner or fulfill contract requirements. Management increases
the risk that serious issues are not investigated and resolved, which may jeopardize the agency
contracts with entities requiring a sufficient complaint tracking and resolution process.
Recommendation
Management has the responsibility to establish effective control activities, which includes
sufficient policies and procedures that ensure staff comply with contract requirements, protect state
assets, and provide services to the state’s citizens. Providing clear oversight by establishing and
enforcing controls is one of management’s primary responsibilities. The Executive Director
should ensure that transportation management understands the importance of comprehensive and
up-to-date written policies and procedures. Management should review written policies and
procedures annually or whenever a process changes.
The Executive Director should ensure that the Transportation Program Director
implements a complaint policy that meets the requirements of the non-emergency transportation
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contracts. The Executive Director should ensure the Transportation Director complies with
complaint intake, resolution, and reporting requirements as described in the contracts.
Board’s Comment
We concur. SETHRA will develop a transportation complaint procedure that meets all
stated requirements.
Management’s Comment
We concur. Although SETHRA has a transportation complaint policy, it has not been
consistently disseminated to staff, especially regarding which staff persons are responsible for
receiving, investigating, documenting, and reporting complaints. SETHRA will revise its
complaint policy to incorporate all of the corrective actions identified in this report. SETHRA will
also provide quarterly complaint reports for its NEMT contractors as required. SETHRA will
implement this revised policy by December 13, 2020.
Observation SET6 – Southeast’s management should improve the agency’s internal controls by
conducting an annual risk assessment to identify operational and fiscal risks, including those
related to fraud, waste, abuse, errors, and noncompliance
An ongoing and documented risk assessment process is a basic component of internal
control which allows management to eliminate or mitigate the risks that could affect an agency’s
overall mission, financial resources, or compliance with state law or other regulatory requirements.
An effective risk assessment identifies risks to operational objectives and describes the controls
used by management to mitigate the risks of errors, noncompliance, fraud, waste, and abuse within
the agency. Currently, agency management conducts activities that assist them with evaluating
how well management and program staff meet program requirements and operational benchmarks
and goals. Although these activities help management identify areas of concern, these activities
do not fulfill the same purpose as an annual risk assessment and do not identify risks, the likelihood
or potential impacts of those risks, and the agency’s mitigating controls.
Management should conduct and document an annual risk assessment to identify risks that
could prevent the agency from meeting the agency’s operational and fiscal goals and mission,
including those risks related to compliance with laws and financial matters such as errors, fraud,
waste, and abuse. For risks with either a high likelihood of occurring or a high impact if they do
occur, management should identify internal controls to prevent and detect them. As part of
management’s ongoing monitoring of their control processes, if deficiencies are identified,
management should evaluate their controls to determine if new controls need to be implemented
or if existing controls need to be reassessed and redesigned.
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Observation SET7 – To assist the oversight bodies with their responsibility to achieve the
agency’s mission, Southeast’s management should review and communicate when employee
turnover rates may impact mission
The agency’s Human Resources Director maintains a list of all employee separations based
on information from the employee’s supervisor to record the reason for an employee’s termination
and their job position and uses this to review separation trends. When requested, she sends the
information to the Executive Director, however, agency management had not considered
extracting this information and analyzing the impact that turnover may have on the agency’s ability
to meet the mission.
According to Green Book Principle 4.01,
Management should demonstrate a commitment to recruit, develop, and retain competent
individuals.

Management’s commitment to provide the oversight boards with relevant information when
needed, such as increases in employee turnover, will ensure that oversight bodies can fulfill their
responsibilities to remain viable in providing community services.
Observation SET8 – Southeast’s management did not have an agency-wide complaint monitoring
process to ensure that programs track, investigate, and resolve client complaints timely
Southeast’s management did not have agency-wide complaint policies and procedures to
inform the Executive Director and the oversight bodies about all complaints. Furthermore,
management did not track complaints for data trends and additional information, although doing so
could help assess risks and concerns for the agency and its customers. The Executive Director stated
that management did not consider an agency-wide complaint monitoring process necessary because
each program has its own complaint requirements based on its contracts. We reviewed four
programs and found the following:
•

one program’s complaint log did not include the date complaints were resolved, making
the ability to track resolution with the stated policy difficult; and

•

three programs did not document verbal complaints or have a resolution deadline.

Without sufficient complaint guidance the agency may not handle citizens’ complaints in
a timely manner, if at all, which could result in serious issues not investigated and resolved. The
Executive Director and Southeast’s oversight bodies should implement agency-wide policies and
procedures to track client complaints across all programs to assess risks related to public safety
and to provide accountability for citizen concerns.
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Observation SET9 – Southeast’s management did not have a records management policy and
procedures
Southeast’s management has not adopted a written records management policy that
describes the procedures for records retention and destruction. When we asked for the agency’s
records policy, the Executive Director provided us the model public records policy developed by
the Comptroller of the Treasury’s Office of Open Records Counsel to assist agencies in developing
their own public records policies. The policy discusses the procedures for responding to public
records requests and did not have any procedures related to the retention and destruction of the
agency’s records.
We observed that the agency stores records in boxes and labels them with destruction dates;
however, management did not track when they destroy the documents. One to two times per year,
a shredding service destroys records based on the label date; however, the agency did not keep a
record of documents destroyed. The Executive Director stated that management had not considered
the need for a records policy before because program staff followed the records retention
requirements listed in each of their contracts. The Executive Director added that management
thought the model policy they obtained from the Comptroller addressed their records management
needs. She agreed with the need for the agency to implement a records retention policy.
State law requires the Public Records Commission to determine and order the proper
disposition of the state’s public records 15 and to direct the Tennessee Department of State’s
Records Management Division to initiate any action necessary to establish the regulation of record
holding and management in any state agency. In order to achieve efficient control and regulation
of public records, the Records Management Division uses Records Disposition Authorizations
(RDAs), which are retention schedules detailing how to maintain public records.
The human resource agencies are quasi-governmental agencies; they are registered as
nonprofit organizations with the Tennessee Secretary of State’s office, but they are designated in
statute as bodies politic. Based on inquiries with the Tennessee Secretary of State’s office, the
human resource agencies are not subject to the state’s Public Records Commission’s authority;
therefore, they do not have to follow the state’s RDAs. The Tennessee Public Records Act includes
provisions for state, county, and municipal governments to adopt policies for their public records;
therefore, it is clearly the intent for all government entities to adopt appropriate record retention
and disposition policies. Public officials are legally responsible for creating and maintaining
records to provide evidence of government operations and accountability to citizens.
Without proper documentation covering records management and disposition, the agency
cannot ensure that confidential documents and important records are maintained as required by
contracts. In addition, when the agency does not document records it has destroyed, the agency
cannot ensure that records were not destroyed prematurely.

Section 10-7-301(6), Tennessee Code Annotated, defines public records as “all documents, papers, letters, maps,
books, photographs, microfilms, electronic data processing files and output, films, sound recordings, or other material,
regardless of physical form or characteristics made or received pursuant to law or ordinance or in connection with the
transaction of official business by any governmental agency.”
15
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The Secretary of State’s Records Management Best Practices and Procedures provides
guidelines to implement as best practices for records management. Agency management should
ensure that the agency implements a records management policy that includes policies and
procedures for records retention and destruction. The Executive Director should ensure that all
program directors document when their staff destroy program records, including the date of
destruction and what documents were destroyed.

COVID-19 IMPACT AND AGENCY RESPONSE
(Unaudited)

Agency Operations
Impact on Services
Agency management said the agency continued to provide services to clients during the
pandemic. Management closed the building to clients; however, services continued with
modifications, whenever necessary. Applications for direct services were either mailed or emailed to
clients. Since some programs do not require face-to-face contact, these services were not interrupted.
Employees worked from home, except for the Transportation program’s van drivers and
In-home Services aides. Management also implemented several new policies to guide staff during
the pandemic, including policies related to working from home, workplace safety, COVID testing
protocol, and returning to work. The agency did not furlough any employees.
Personal Protective Equipment

At the beginning of the pandemic, the agency purchased and installed plexiglass for staff
who could not maintain a safe distance from their clients. The agency also purchased disinfecting
wipes and spray, hand sanitizer, gloves, and masks. Management said they anticipate that funds
from programs such as Transportation, Housing, the Community Services Block Grant, and the
Low Income Home Energy Assistance Program will cover these costs. See Table 10.
Table 10
Breakdown of Funds Expended for COVID Response
Department
Rural Transportation
Community Services Block Grant
HUD
Cleveland Urban Area Transit

Expenditures
$1,076,289
$545
$7,538
$119,308

Source: Southeast Executive Director, September 17, 2020.
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Purpose of Expenditures
General Operating Expenses
Gloves
Electronic Equipment
General Operating Expenses

CARES Act Funding
The agency also received Coronavirus Aid, Relief, and Economic Security (CARES) Act
funding totaling $3,868,390. See Table 11.
Table 11
CARES Act Funding
CFDA
Southeast Program
20.509 Rural Transit

Amount
$2,686,439

20.507 Cleveland Area Urban Transit

$477,169

93.569 CSBG

$643,700

14.871 Housing Choice Voucher

$26,690

14.871 Housing Choice Voucher

$34,392

Source: Southeast Assistant Executive Director, August 27,2020.

Direct/Passthrough
Passthrough Federal Transit
Administration (FTA) through
Tennessee Department of
Transportation (TDOT)
Passthrough via TDOT / application
pending with FTA
Passthrough Tennessee Department
of Human Services grant
U.S. Department of Housing and
Urban Development funds
U.S. Department of Housing and
Urban Development Funds (2nd
award, announced 8/6/20)

Transportation Program
Due to the pandemic and the Governor’s Safer at Home order, which began March 31,
2020, the Executive Director said that demand for transportation services steadily declined through
the week of April 13, 2020. Since that time, and after the Safer at Home order was lifted, she said
that the agency has noticed a slight increase in demand. She said the agency provided
transportation for all clients who requested rides.

Nutrition and In-Home Services
Based on our discussion with the Executive Director, homemaker services were provided
to clients who continued to allow agency staff in their homes. She said the demand for Personal
Care Aides only changed at the client’s request. Most program clients are unable to leave home
and need their services in order to remain living independently. She also said that services offered
through the Community Services Block Grant, the Low Income Home Energy Assistance
Program, the Weatherization Assistance Program, and the agency’s housing programs did not
experience any increase in demand; the demand remained the same as prior to the pandemic.
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APPENDICES

APPENDIX SET-A

Internal Control Significant to the Audit Objectives
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) sets internal control standards for federal entities and serves
as best practice for non-federal government entities, including state and local government
agencies. As stated in the Green Book overview, 16
Internal control is a process used by management to help an entity achieve its objectives .
. . Internal control helps an entity run its operations effectively and efficiently; report
reliable information about its operations; and comply with applicable laws and regulations.

The Green Book’s standards are organized into five components of internal control: control
environment, risk assessment, control activities, information and communication, and monitoring.
In an effective system of internal control, these five components work together to help an entity
achieve its objectives. Each of the five components of internal control contains principles, which
are the requirements an entity should follow to establish an effective system of internal control.
We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5
Principle 6
Principle 7
Principle 8
Principle 9

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Risk Assessment

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Information and Communication

Principle 13
Principle 14
Principle 15
Principle 16
Principle 17

Use Quality Information
Communicate Internally
Communicate Externally

Monitoring

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

In compliance with generally accepted government auditing standards, we must determine whether
internal control is significant to our audit objectives. We base our determination of significance
on whether an entity’s internal control impacts our audit conclusion. If some, but not all, internal
control components are significant to the audit objectives, we must identify those internal control
components and underlying principles that are significant to the audit objectives. In the following
matrix, we list our audit objectives, indicate whether internal control was significant to our audit
objectives, and identify which internal control components and underlying principles were
significant to those objectives.
16

For further information on the Green Book, please refer to https://www.gao.gov/greenbook/overview.
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Control Environment
Audit Objectives

Executive Comm. Policy Council

Governing Board

4 Did the governing board have a policy to address
6
8
9
13
15
16
20
22
23

attendance for all oversight bodies and did board
members consistently attend meetings?
Did the governing board have policies and
procedures in place to disclose board members’
conflicts of interest?
Did governing board policy allow for public
comment at meetings?
Did the governing board give public notice before all
meetings?
Did the policy council have policies and procedures
in place to disclose council members’ conflicts of
interest?
Did council policy allow for public comment at
meetings?
Did the policy council give public notice before all
meetings?
Did the executive committee have policies and
procedures in place to disclose committee members'
conflicts of interest?
Did executive committee policy allow for public
comment at meetings?
Did the executive committee give public notice
before all meetings?

Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

Significance
Yes

1
Yes

2
Yes

3
No

4
No

5
No

6
No

7
No

8
No

9
No

10
Yes

11
No

12
Yes

13
No

14
No

15
No

16
No

17
No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No
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Control Environment
Audit Objectives
24 Did agency management conduct an annual risk

25
26
27

Agency Operations

28
29

30
31

32

33

34

assessment to identify and document the agency’s
risks and controls so that management can
effectively mitigate the risks of error,
noncompliance, fraud, waste, and abuse?
Is the agency in compliance with bond requirements
as outlined in statute?
Did employee turnover created problems with the
agency's operations or the board and management's
ability to meet its mission?
Did management have a formal, agency-wide
monitoring process to ensure program areas track,
investigate, and resolve client complaints timely?
In response to the prior audit finding, did agency
management implement complaint policies and
procedures for Transportation program clients?
In response to the prior audit finding, did
management implement policies and procedures to
ensure the timely deposit of collections from
offender payments for the Community Corrections
program?
In response to the prior audit finding, did
management adequately segregate duties over the
receipt and deposit of offender payments?
In response to the prior audit finding, did
management implement a policy to ensure probation
officers did not accept cash from offenders for
probation fees?
In response to the prior audit finding, did
management implement policies and procedures to
ensure staff entered accurate and complete applicant
data for the Low Income Home Energy Assistance
Program to determine benefits and apply eligibility
standards consistently?
Did agency management adopt written guidelines
identifying those agency employees who are
permitted to use vehicles and fuel cards,and the
purposes for which they may be used?
Did the agency have a formal records management
policy governing public records?

Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

Significance
Yes

1
No

2
Yes

3
No

4
No

5
No

6
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APPENDIX SET-B

Methodologies to Achieve Objectives
Governing Board
To achieve our objectives related to governing board attendance, including obtaining an understanding and
assessing management’s design and implementation of internal controls, we interviewed the Executive Director and
the Executive Assistant. We obtained and reviewed governing board meeting minutes for the period of July 1, 2017
through December 31, 2019 and agency bylaws.
To achieve our objectives related to the governing board policies and procedures for conflicts of interest,
including obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the Executive Director and the Fiscal Director. We obtained and reviewed the board’s Conflict of Interest
Policy and the governing board members’ disclosure forms for the period of July 1, 2017 through December 31, 2019.
To achieve our objectives related to the governing board policies and procedures for allowing public
comment at meetings, including obtaining an understanding and assessing management’s design and implementation
of internal controls, we interviewed the Executive Director. We obtained and reviewed the agency’s bylaws and the
governing board meeting minutes for the period of July 1, 2017 through December 31, 2019.
To achieve our objectives related to the governing board policies and procedures for providing public notice of
meetings, including obtaining an understanding and assessing management’s design and implementation of internal
controls, we interviewed the Executive Director and the Executive Assistant. We obtained and reviewed the governing
board’s public notices for meetings for the period of July 1, 2017 through December 31, 2019.
For the remaining objectives, we interviewed management and reviewed the agency’s bylaws. We obtained
and reviewed lists of governing board members for our audit period, July 1, 2017, through December 31, 2019. We
reviewed them to determine whether membership met the requirements in statute and bylaws. We obtained and
reviewed the agency’s personnel policy, travel policy, and procurement policy. We reviewed meeting minutes to
determine whether the board met quorum requirements in Section 48-58-205, Tennessee Code Annotated, and in
bylaws.

Policy Council
To achieve our objectives related to the policy council’s policies and procedures for conflicts of interest,
including obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the Executive Director and the Fiscal Director. We obtained and reviewed the council’s Conflict of
Interest Policy and the council members’ disclosure forms for the period of July 1, 2017 through December 31, 2019.
To achieve our objectives related to the policy council’s policies and procedures for allowing public comment
at meetings, including obtaining an understanding and assessing management’s design and implementation of internal
controls, we interviewed the Executive Director. We obtained and reviewed the agency’s bylaws and policy council
meeting minutes for the period of July 1, 2017 through December 31, 2019.
To achieve our objectives related to the policy council’s policies and procedures for providing public notice,
including obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the Executive Director and the Executive Assistant. We obtained and reviewed the policy council’s public
notices for meeting for the period of July 1, 2017 through December 31, 2019.
For the remaining objectives, we interviewed management and reviewed agency bylaws. We obtained lists of
policy council members for our audit period, July 1, 2017, through December 31, 2019. We reviewed the policy council
meeting minutes to determine whether policy council members consistently attended meetings. We reviewed quorum
requirements in the agency’s bylaws and compared them to Section 48-58-205, Tennessee Code Annotated.
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Executive Committee
To achieve our objectives related to the executive committee’s policies and procedures for conflicts of interest,
including obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the Executive Director and the Fiscal Director. We obtained and reviewed the committee’s Conflict of
Interest Policy and the committee members’ disclosure forms for the period of July 1, 2017 through December 31,
2019.
To achieve our objectives related to the executive committee’s policies and procedures for allowing public
comment at meetings, including obtaining an understanding and assessing management’s design and implementation
of internal controls, we interviewed the Executive Director. We obtained and reviewed the agency’s bylaws and the
executive committee meeting minutes for the period of July 1, 2017 through December 31, 2019.
To achieve our objectives related to the executive committee’s policies and procedures for providing public notice,
including obtaining an understanding and assessing management’s design and implementation of internal controls, we
interviewed the Executive Director and the Executive Assistant. We obtained and reviewed the committee’s public notices
for meetings for the period of July 1, 2017 through December 31, 2019
For the remaining objectives, we interviewed management and reviewed agency bylaws. We obtained and
reviewed lists of executive committee members for our audit period, July 1, 2017, through December 31, 2019, and
reviewed them to determine whether membership met the requirements in Southeast bylaws. We obtained and reviewed
meeting minutes for committee meetings during our audit period to determine whether executive committee members
consistently attended meetings. We reviewed the meeting minutes to determine whether executive committee meetings
met the quorum requirements in Section 48-58-205, Tennessee Code Annotated.

Agency Operations
Risk Assessment
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Assistant Executive Director and the Fiscal Director. We
obtained and reviewed the self-assessment document conducted by the Executive Director during our audit period for
the Community Services Block Grant program. We obtained and reviewed the Transportation program checklist
prepared by the Fiscal Director during our audit period.
Bonds
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Fiscal Director. We reviewed the statutory requirements for
bonds and obtained and reviewed documentation of the blanket bond purchased by the agency and in effect during
our audit period.
Turnover
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal control, we interviewed the Human Resource Director. We obtained the agency’s employee
separations lists for the period July 1, 2017, through June 15, 2020, and the agency’s position listing, which lists available
positions. Using the agency’s separation data, we determined the turnover rate by fiscal year. We obtained the agency’s
active employee listing as of July 15, 2020, including each employee’s hire date. We analyzed the listing to calculate the
average time the employees held the position for each job title. We discussed the results with the Human Resource Director
to determine if employee turnover affected the agency’s mission.
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Complaint Process
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Executive Director, Transportation Director, Misdemeanor
Probation Director, LIHEAP Director, and Community Corrections Program Director. We performed a risk analysis based
on the number of hotline calls, program expenditures, and the client population on the various programs and reviewed
Southeast’s grant contracts to obtain an understanding of their contractual requirement to track complaints. We requested
complaint listings for LIHEAP, the Transportation program, the In-Home Service program, and the Nutrition program;
staff for these programs stated they had not received any formal complaints.
Transportation Complaint Policy
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the agency’s Transportation Director, Executive Director, and
Assistant Executive Director. We reviewed the agency’s contracts and reviewed two transportation complaint policies
and determined management had not implemented either. We reviewed transportation program complaints for the
period July 1, 2017, through February 28, 2020. to determine if the staff took reasonable steps to resolve the issue.
Community Corrections
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Community Corrections Program Director. We obtained and
reviewed the agency’s policies for handling offender payment deposits. We obtained the population of offender
payments during the period July 1, 2017, through February 1, 2020. We selected a nonstatistical, random sample of
offender payments and obtained and reviewed the supporting documentation for each payment to determine if
management deposited the payment timely.
Misdemeanor Probation
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Misdemeanor Probation Director. We obtained and reviewed
the agency’s policy for receipting and depositing fees. We obtained the list of all Misdemeanor Probation deposits made
during our audit period and selected a nonstatistical, random sample of 25. We obtained and reviewed the check copies,
receipt copies, and payment logs for each of those deposits to verify that management segregated receipting and depositing
duties and probation case officers did not take cash payments.
Low Income Home Energy Assistance Program (LIHEAP)
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Community Services Block Grant and LIHEAP Director. We
obtained and reviewed LIHEAP Operational Manuals applicable during our audit period, the agency’s 2020 LIHEAP
operational plan, and training documentation. We obtained the population of LIHEAP applications submitted during the
period July 1, 2017, through March 10, 2020. We reviewed a random, nonstatistical sample of applicant files to determine
if the information is accurate, if the eligibility was properly determined, and if eligibility standards were applied accurately.
Employee Use of Agency Vehicles
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we obtained and reviewed the agency’s vehicle use policy. We discussed the
vehicle checkout and fuel card review processes with the Assistant Executive Director and the Transportation Director.
We obtained the list of all vehicles and determined that five employees have assigned vehicles. We reviewed examples
of mileage logs, fuel card statements, and the monthly invoice the Transportation Administrative Assistant sends to
program director to charge for mileage.
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Records Management
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Executive Director. We also obtained and reviewed contracts
made with federal, state, and non-profit partners, to determine if any require a specific destruction process. We
obtained a listing of 48 Southeast contracts for the audit period, July 1, 2017, through the present. We sorted the
contracts by total amount, from largest to smallest and compiled a judgmental sample of six, reviewing two each from
federal, state, and non-profit contracts.
Mission
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Executive Director and the Board Chair, respectively. We
obtained and reviewed the agency’s most recent needs assessment and annual report, including program descriptions
and customer numbers. We analyzed the economic data of the counties served by the agency.
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APPENDIX SET-C

Southeast Tennessee Human Resource Agency
Governing Board Members Not Attending Annual Meetings for
Fiscal Years 2018 and 2019
Fiscal Year

2018

Member Details
Pikeville City Mayor
Bledsoe Co. Local Agency Representative
Charleston City Mayor
Cleveland City Mayor
Grundy County Mayor
Altamont City Mayor
Beersheba Springs City Mayor
Coalmont City Mayor
Gruetli-Laager City Mayor
Monteagle City Mayor
Palmer City Mayor
Tracy City Mayor
Grundy Co. Local Agency Representative
Kimball City Mayor
New Hope City Mayor
Orme City Mayor
Powells Crossroads City Mayor
South Pittsburg City Mayor
Whitwell City Mayor
Athens City Mayor
Calhoun City Mayor
Englewood City Mayor
Etowah City Mayor
Niota City Mayor
Decatur City Mayor
Meigs Co. Local Agency Representative
Brenton City Mayor
Copperhill City Mayor
Ducktown City Mayor
Polk Co. Local Agency Representative
Rhea County Executive
Graysville City Mayor
Spring City Mayor
Sequatchie County Executive
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Southeast Tennessee Human Resource Agency
Governing Board Members Not Attending Annual Meetings
for Fiscal Years 2018 and 2019 (Continued)
Fiscal Year
2018

2019

Member Details
Dunlap City Mayor
State Representative
State Senator
Pikeville City Mayor
Bledsoe Co. Local Agency Representative
Charleston City Mayor
Cleveland City Mayor
Altamont City Mayor
Beersheba Springs City Mayor
Coalmont City Mayor
Gruetli-Laager City Mayor
Monteagle City Mayor
Palmer City Mayor
Orme City Mayor
Powells Crossroads City Mayor
South Pittsburg City Mayor
Whitwell City Mayor
Athens City Mayor
Calhoun City Mayor
Englewood City Mayor
Etowah City Mayor
Polk County Executive
Brenton City Mayor
Copperhill City Mayor
Graysville City Mayor
Spring City Mayor

Source: Southeast Governing Board Meeting Minutes provided by agency management.
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Source: Obtained from an independent audit report issued by Henderson, Hutcherson, & McCullough, PLLC of Southeast’s financial statements and
supplementary information for the fiscal year ended June 30, 2019.
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Southwest Human Resource Agency (Southwest)
Mission
The mission of Southwest Human Resource Agency is to meet the needs of families and
individuals in its service area by delivering social services and resources. Through effective
collaboration with federal, state, and community partners, the agency is dedicated to
enhancing quality of life, promoting self-sufficiency, and alleviating the effects of poverty.

SOUTHWEST’S SERVICE AREA

SERVICE AREA DEMOGRAPHICS

249,389

$57,893

total population of
Southwest’s service
area

average annual
household income

22%

18%

are under age 18

are over age 65

19%

16%

live below the
poverty level

have a disability

★ Henderson Regional Office

Source: U.S. Census Bureau,
2018 American Community Survey.

SERVICES OFFERED
Emergency Food Assistance
Program
Emergency Repair Program
Foster Grandparent Program
Head Start (Chester, Decatur,
Hardeman, Hardin, Haywood,
Henderson, and McNairy Counties)

In-Home Services

Representative Payee

Low Income Home Energy
Assistance Program
Meals on Wheels and
Congregate Meals

Senior Community Service
Employment Program
Summer Food Service Program

Neighborhood Stabilization

Weatherization Assistance
Program

Public Transit

Workforce Innovation and
Opportunity Act

PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department, agency,
or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior audit report was dated December 2014 and
contained 12 findings, 3 of which related to Southwest Human Resource Agency. Southwest filed
its report, due six months after the release of the audit report, with the Comptroller of the Treasury
on May 16, 2015.
We conducted a follow-up of the prior audit findings as part of the current audit.

RESOLVED AUDIT FINDINGS
The current audit disclosed that Southwest resolved the previous audit finding that the
Nutrition and In-Home Services staff did not perform criminal background checks and registry
reviews timely. Management also resolved the portion of the finding stating that Southwest needed
to obtain clarification regarding whether volunteers who deliver meals to the home are direct or
indirect care providers.
The current audit also disclosed that Southwest resolved the previous audit finding stating
that the Summer Food Program used a cumbersome manual process to determine meal counts that
included excessive paperwork.

REPEATED AUDIT FINDINGS
The prior audit report contained a finding stating that Southwest’s Transportation program
did not ensure that personnel files contained evidence that van drivers met criteria required by
contracts, grant agreements, and agency job descriptions. The current audit also disclosed that
management still did not maintain complete supporting documentation in their drivers’ personnel
files. See Finding SW5.
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MID-CUMBERLAND HUMAN RESOURCE AGENCY
SOUTHWEST HUMAN RESOURCE AGENCY

GOVERNING BOARD, POLICY COUNCIL, AND EXECUTIVE COMMITTEE
Findings and Observations
Finding SW1 – Southwest’s governing board does not conduct
business at meetings or fulfill governance responsibilities;
additionally, Southwest’s bylaws give conflicting levels of
authority to the executive committee (page 301)
Finding SW2 – Southwest’s governing board, policy council, and
executive committee members did not attend meetings, and the
governing board conducted business without a quorum (page 303)
Finding SW3 – Southwest’s governing board, policy council, and
executive committee meetings did not comply with the Open
Meetings Act (page 306)
Observation SW1 – Southwest’s governing board and policy council
had vacancies; additionally, the policy council could be structured to
comply with both statutory requirements and Community Service
Block Grant requirements (page 308)
Observation SW2 – Southwest’s governing board did not submit
updates to the agency’s travel policy and personnel procedures to the
Department of Finance and Administration and did not submit updates
to the procurement policy to the State Procurement Commission (page
310)
Observation SW3 – Southwest’s governing board and policy council
did not complete and sign annual Conflict of Interest Statements (page
311)
Observation SW4 – Southwest’s bylaws do not address public
comment at the governing board, policy council, and executive
committee meetings (page 312)

Board

Council

X

Exec.
Comm.
X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

AGENCY OPERATIONS
Findings and Observations
Finding SW4 – As noted in the prior finding, Southwest’s transportation staff did not maintain
documentation for background checks, registry checks, and training for van drivers in accordance
with the agency’s contracts and policy (page 314)
Observation SW5 – Southwest’s management should improve the agency’s internal controls by
conducting an annual risk assessment to identify operational and fiscal risks, including those related to
fraud, waste, abuse, errors, and noncompliance (page 318)
Observation SW6 – Southwest’s management did not ensure that the agency’s bonds complied with
requirements in statute (page 318)
Observation SW7 – Southwest’s management did have an agency-wide monitoring process to ensure
programs track, investigate, and resolve client complaints timely (page 320)
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BACKGROUND
Governing Board
Southwest Human Resource Agency’s governing board is composed of 53 members: 8
county mayors, 35 city mayors, 8 local agency representatives, 1 state senator, and 1 state
representative (see Observation SW1 on board structure). The governing board has delegated all
of its authority to the policy council. The governing board and policy council hold a joint dinner
meeting annually in October at Union University in the Carl Grants Center. At the three joint
meetings held during our audit period, the Executive Director gave welcoming remarks, introduced
special guests, and gave a presentation of the agency’s activities during the year. There were also
announcements about grant awards and presentations of scholarships and employee awards. 1 State
statute requires the governing board to retain its authority to ratify and approve the functions and
activities of the policy council and the executive committee. See Finding SW1.
Policy Council
The Southwest bylaws establish a 27member policy council, composed of
•

the 8 county mayors;

•

the Mayor of the City of Jackson;

•

1 individual appointed by each mayor
representing major groups or interests in
their community; and

•

1 member representing low-income
individuals and families who reside in
the service area, democratically selected
at public hearings in each county and the
City of Jackson.

MATTER FOR LEGISLATIVE
CONSIDERATION: SOUTHWEST
Southwest’s sole governing body is
the policy council, which the
governing board has authorized to
carry out all functions of the
governing board with no oversight or
ratification from the board.
There is an executive committee;
however, the executive committee is
an advisory subcommittee of the
policy council.
See the Matter for Legislative
Consideration on page 14.

The bylaws require the policy council to
meet at least six times per year. The policy council
is authorized in bylaws to carry out its statutory functions, which include the power to adopt
bylaws; to appoint persons to senior staff positions; to determine major personnel, fiscal, and
program policies; to approve overall program plans and priorities; and to assure compliance with
conditions of approved proposals for financial assistance subject to ratification by the governing
board or its executive committee. The bylaws also authorize the policy council, on behalf of the
governing board, to approve or recommend the annual report, financial statements, uniform travel
regulations, purchasing and bidding procedures, written personnel procedures, and employee
In one meeting, some or all members present elected officers. Because it was a joint meeting and there was a lack
of detail in the minutes, it is not clear which body elected the officers. The bylaws give the policy council the authority
to elect officers.
1
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compensation plans. The bylaws say that the policy council will recommend these documents for
adoption and ratification by the governing board at its annual meeting; however, this ratification
is not occurring at the annual meeting or any other time. See Finding SW1.
Executive Committee
Southwest’s bylaws establish an executive committee, which is a subcommittee of the
policy council. The policy council is responsible for review and ratifying any action of any
subcommittee, including the executive committee. The executive committee is composed of the
following:
•

the eight county mayors in the agency’s service area, and

•

the mayor of the city of Jackson.

Quorum
According to the bylaws, “a quorum shall be when a majority of member counties are
represented at a meeting.” This is not consistent with statutory requirements for a quorum. See
Finding SW2.
Conflict of Interest
The agency’s conflict-of-interest policy—which addresses employees as well as the board,
policy council, and committee members—is outlined in the Employee Handbook. The policy
council members 2 complete a Conflict of Interest Statement, which states that members should
avoid any direct or apparent conflicts of interest and that members should not vote on any matters
that could give rise to a real or apparent conflict of interest. It also provides a place for the member
to list any potential conflicts. The governing board and management, however, have not provided
conflict-of-interest forms for the governing board members who are not on the policy council. The
Southwest Executive Assistant explained that the governing board does not complete the form
because it has authorized the policy council to act for it. See Observation SW3.
Executive Director
Southwest’s daily operations and personnel decisions are the responsibility of the
Executive Director. According to Southwest’s bylaws, the Executive Director is appointed by and
accountable to the policy council. The agency has approximately 337 employees.

2

The subcommittees, including the executive committee, are made up of members of the policy council.
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FINDINGS AND OBSERVATIONS

GOVERNING BOARD, POLICY COUNCIL, AND EXECUTIVE COMMITTEE
Governing Board
1.

2.

3.

4.

5.

6.

7.

Audit Objective:

Is the governing board composed according to statute?

Conclusion:

The governing board had vacant local agency representative positions during our audit
period. See Observation SW1.

Audit Objective:

Given the governing board’s decision to delegate its authority to the policy council, did
the governing board retain and fulfill its responsibility for reviewing and approving the
policy council’s actions and decisions?

Conclusion:

The governing board did not retain its responsibility for reviewing and approving the
council’s actions and decisions. See Finding SW1.

Audit Objective:

Has the governing board adopted travel regulations, developed a system of competitive
bidding, and developed personnel procedures, as outlined in Section 13-26-108,
Tennessee Code Annotated?

Conclusion:

Southwest’s management did not provide documentation that the agency submitted the
travel regulations to the Department of Finance and Administration for approval.
Management also did not provide documentation that the agency personnel policy and
compensation plan was filed with the Department of Finance and Administration or that
the system of competitive bidding was filed with the State Procurement Commission.
See Observation SW2.

Audit Objective:

Did the governing board have a policy to address attendance for all oversight bodies and
did governing board members consistently attend meetings?

Conclusion:

The governing board did not have a policy to address attendance issues, and board
members did not consistently attend meetings. See Finding SW2.

Audit Objective:

Did the governing board meet and achieve the quorum standards established in the
bylaws and state statute?

Conclusion:

At its meetings, the governing board did not achieve a quorum as established in bylaws
or statute. The governing board also passed a motion at a meeting where the governing
board did not achieve a quorum. See Finding SW2.

Audit Objective:

Did the governing board have policies and procedures in place to disclose board
members’ conflicts of interest?

Conclusion:

Southwest has adopted a conflict-of-interest policy, but the policy does not specify how
frequently members are to disclose potential conflicts of interest. See Observation SW3.

Audit Objective:

Did governing board members annually complete and sign conflict-of-interest forms?

Conclusion:

Southwest governing board members did not complete and sign Conflict of Interest
Statements unless those members were also on the policy council. See Observation SW3.
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8.

9.

Audit Objective:

Did governing board policy allow for public comment at meetings?

Conclusion:

The governing board does not have policies or procedures that allow for public comment
at its meetings. See Observation SW4.

Audit Objective:

Did the governing board give public notice before all meetings?

Conclusion:

The governing board did not provide public notice before meetings. See Finding SW3.

Policy Council
10. Audit Objective:
Conclusion:

11. Audit Objective:
Conclusion:

Is the policy council composed according to the bylaws and statute?
As a recipient of Community Service Block Grant (CSBG) funding, the agency chose to
follow the tripartite option for council structure in lieu of statute. The board and
management have complied with the federal tripartite requirements; however, the board
and management have not fulfilled state statute concerning policy council structure.
Additionally, the agency’s bylaws should better clarify policy council composition
requirements. See Observation SW1.
Did policy council members consistently attend meetings?
Policy council members did not consistently attend meetings. See Finding SW2.

12. Audit Objective:

Did the policy council meet and achieve the quorum standards established in the bylaws
and state statute?

Conclusion:

Policy council members achieved quorum standards established in Southwest’s bylaws
for the meetings that occurred during our audit period; however, the agency’s bylaws do
not comply with quorum standards set forth in statute. See Finding SW2.

13. Audit Objective:

Did the policy council have policies and procedures in place to disclose council members’
conflicts of interest?

Conclusion:

Southwest’s policy council has adopted a policy, but the policy does not require members
to complete and sign a Conflict of Interest Statement at least annually. See Observation
SW3.

14. Audit Objective:
Conclusion:
15. Audit Objective:
Conclusion:

16. Audit Objective:
Conclusion:

Did policy council members annually complete and sign conflict-of-interest forms?
Based on our testwork, policy council members did not sign annual Conflict of Interest
Statements. See Observation SW3.
Does council policy allow for public comment at meetings?
The policy council does not have policies or procedures that allow for public comment
at its meetings. We found through a review of the council meeting minutes, that neither
management nor the council recorded whether public citizens attended the meetings or
made comments. See Observation SW4.
Did the policy council give public notice before all meetings?
The policy council did not provide public notice before all meetings. See Finding SW3.
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Executive Committee
17. Audit Objective:
Conclusion:
18. Audit Objective:

Is the executive committee composed according to the bylaws?
The executive committee is composed according to statute and bylaws.
Did executive committee members consistently attend meetings?

Conclusion:

Executive committee members did not always attend meetings. See Finding SW2. We
also found the committee conducted business via email in violation of the Open Meetings
Act. See Finding SW3.

19. Audit Objective:

Did the executive committee meet and achieve the quorum standards established in the
bylaws and state statute?

Conclusion:

The executive committee met and achieved the quorum standards established in the
bylaws and in statute for all the meetings during our audit period in which the committee
conducted business.

20. Audit Objective:

Did the executive committee have policies and procedures in place to disclose committee
members’ conflicts of interest?

Conclusion:

Southwest has adopted a policy, but the policy does not require executive committee
members to complete and sign a Conflict of Interest Statement at least annually. See
Observation SW3.

21. Audit Objective:

Did executive committee members annually complete and sign conflict-of-interest
forms?

Conclusion:

The executive committee is composed of governing body members, and our testwork
disclosed that governing body members did not sign annual Conflict of Interest
Statements. See Observation SW3.

22. Audit Objective:
Conclusion:
23. Audit Objective:

Did executive committee policy allow for public comment at meetings?
The executive committee does not have a policy allowing for public comment at
committee meetings. See Observation SW4.
Did the executive committee give public notice before all meetings?

Conclusion:

The executive committee did not provide public notice for all meetings. See Finding SW3.

24. Audit Objective:

Did the executive committee document and file a determination of necessity for its
teleconference meetings?

Conclusion:

The executive committee did not document and file a determination of necessity for its
teleconference meetings. See Finding SW3.
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Finding SW1 – Southwest’s governing board does not conduct business at meetings or fulfill
governance responsibilities; additionally, Southwest’s bylaws give conflicting levels of
authority to the executive committee
Condition, Criteria, and Cause
Southwest’s governing board meets annually but does not conduct business, other than to
occasionally elect officers. 3 Based on discussion with the Executive Director and review of the
invitations sent to the board members, annual meetings consist of an update, recognition of
employees and service awards, and a dinner for those in attendance. The Southwest bylaws,
however, state, “It is the intent of these Bylaws that all matters of business come before the
Governing Board and be conducted at the annual business meeting whenever practicable.”
Additionally, while state statute compels the governing board to “appoint a policy council to act for
it,” the governing board retains the responsibility for reviewing and approving the council’s actions
and decisions. Specifically, Section 13-26-104, Tennessee Code Annotated, states the following:
The powers of every policy council include the power to adopt bylaws, to appoint persons
to senior staff positions, to determine major personnel, fiscal, and program policies, to
approve overall program plans and priorities, and to assure compliance with conditions of
and approve proposals for financial assistance under this chapter, subject to ratification by
the governing board [emphasis added].

According to the Executive Director, the agency’s policy council—which is composed of the
governing board’s nine county mayors, nine individuals representing major groups or interests in the
community, and nine members representing low-income individuals—carries out all management
and oversight activities on behalf of the governing board. Southwest’s bylaws give the policy council
the authority to perform all statutory functions as well as to carry out governing board duties, which
the governing board should ratify at its annual meeting; however, the governing board did not ratify
the policy council’s activities at any of the annual meetings or at any other meeting.
Furthermore, Southwest’s bylaws also state that some activities of the policy council are
subject to ratification by the governing board or its executive committee; however, the bylaws also
establish the executive committee as a subcommittee of the policy council, thus creating a conflict as
to ratification and approval authority. Specifically, Sections 5.01, 5.12, 5.16, 5.17, 5.19, and 6.01 of
the bylaws describe various policy council or subcommittee actions and activities that are subject to
ratification or approval “by the Governing Board or its Executive Committee [emphasis added].”
Southwest’s bylaws establish seven subcommittees, whose actions are subject to review
and ratification by the policy council:
 the Executive Committee, 4
 the Budget Committee,
The governing board elected officers at one of the annual meetings during our audit period; however, it is not clear
how often these elections occur.
4
The executive committee is composed of the eight county mayors and the City of Jackson Mayor.
3
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 the Personnel Committee,
 the Grievance Committee,
 the Nominating Committee,
 the Audit Committee, and
 the By-Laws Committee.
Section 5.12 of Southwest’s bylaws, “Committees,” states, “The Policy Council is authorized to
form standing and temporary committees and sub-committees as needed… Any action of any
committee shall be subject to review and ratification by the Policy Council,” which includes any
actions of the executive committee. This is not permitted under statute, however. Section 13-26103, Tennessee Code Annotated, states, “The [governing] board may appoint an executive
committee to act for it and determine the authority of such committee.” Therefore, the bylaws
cannot give the policy council the authority to establish an executive committee. The law also
provides that the governing board is to determine if an executive committee is needed, to determine
its authority, and to ratify its actions.
Effect
Without the governing board’s active review and approval of the policy council’s activities,
which under the current structure include the actions of the executive committee, the board and
management increase the likelihood that management and staff may not prevent or detect risks
associated with operations, fiscal activity, noncompliance, error, fraud, waste, and abuse during
normal business operations. Without strong controls and oversight, the agency may not meet its
mission to serve the community. Furthermore, the agency’s board cannot conduct business or
fulfill the governance responsibilities established in state statute without the active involvement
and participation of members.
Recommendation
The governing board should begin conducting the management and oversight activities
necessary to comply with statute and to ensure that all agency oversight bodies and management are
fulfilling the agency mission. Specifically, the governing board should review the bylaws, staff
appointments, policies, financial plans, and other strategic decisions made by the policy council on a
periodic basis. Furthermore, the governing board should ensure that the bylaws are updated to clearly
reflect the governing board’s ratification authority of all executive committee and policy council
actions. Additionally, the governing board should amend the bylaws to reflect state law and should
assume its statutory authority to oversee the executive committee and ratify its activities.
Board’s and Management’s Comments
We concur. Southwest HRA will have its bylaws thoroughly reviewed and amended to
clarify areas of conflict. We anticipate revisions to be implemented by May 31, 2021.
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Finding SW2 – Southwest’s governing board, policy council, and executive committee
members did not attend meetings, and the governing board conducted business without a
quorum
Condition
Governing Board Attendance and Quorum
Based on our review of Southwest’s governing board member attendance, over 80% of the
members did not attend the board’s annual meetings in fiscal years 2018 and 2019 (see Table 1).
Table 1
Southwest Governing Board Annual Meeting Attendance, Fiscal Years 2018-2019
Total Members 5
Number of Members Absent
Percent Absent

FY 2018
52

FY2019
51

43

42

83%

82%

Source: Southwest HRA governing board meeting minutes provided by management.

Based on our review of the governing board bylaws, we also determined that the agency’s
bylaws do not comply with Tennessee Code Annotated provisions for establishing a quorum. The
board’s bylaws define a quorum as “when a majority of member counties are represented at a
meeting.” Since Southwest’s service area covers 8 counties, the governing board could establish
a quorum under these bylaws with as few as 5 of the board’s 45 members present. Section 48-58205, Tennessee Code Annotated, however, stipulates, “In no event may the charter or bylaws
authorize a quorum of fewer than the greater of one third (1/3) of the number of directors in office
or two (2) directors.” Based on the statutory definition, Southwest’s board would need at least 15
of 45 members present to establish a quorum.
The governing board failed to meet the statutory definition of a quorum during the two
meetings within our audit scope. By voting to nominate board officers at one of these meetings,
the board conducted business without achieving a quorum.
Policy Council Attendance
Based on our testwork, 16 of 33 members (48%) who sat on the policy council in fiscal
year 2018 attended less than 50% of the meetings that year. For fiscal year 2019, 9 of 32 policy
council members (28%) attended less than 50% of the meetings. See Tables 2 and 3.

5

Total members is the number of members in office during the fiscal year, not including vacancies.
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Table 2
Southwest Policy Council Meetings, Fiscal Years 2018-2019
Fiscal Year
FY 2018
FY 2019

Total Members 6
33
32

Source: Southwest policy council meeting minutes provided by management.

Total Number of Meetings
6
6

Table 3
Details of Policy Council Members’ Attendance, Fiscal Years 2018-2019
Fiscal Year

FY 2018

FY 2019

Member
Member 3
Member 5
Member 6
Member 7*
Member 8*
Member 10
Member 12
Member 14*
Member 15
Member 16*
Member 19
Member 25*
Member 29
Member 31
Member 33
Member 34
Member 3
Member 6
Member 9
Member 10
Member 11
Member 12
Member 19*
Member 35
Member 37*

Member Details
Chester County Low Income Member
Decatur County Mayor
Decatur County Consumer Member
Decatur County Consumer Member
Decatur County Low Income Member
Hardeman County Mayor
Hardeman County Consumer Member
Hardin County Consumer Member
Hardin County Consumer Member
Hardin Counter Low-Income
Haywood County Mayor
Henderson County Low-Income Member
Jackson City Mayor
Madison County Low-Income Member
Madison County Consumer Member
Madison County Consumer Member
Chester County Low Income Member
Decatur County Consumer Member
Decatur County Low Income Member
Hardeman County Mayor
Hardeman County Low Income Member
Hardeman County Consumer Member
Haywood County Mayor
Madison County Consumer Member
McNairy County Mayor

*Denotes a member who was active for only one meeting in the fiscal year prior to ending term.
Source: Southwest policy council meeting minutes provided by management.

Percent Absent
67%
67%
60%
100%
100%
100%
83%
100%
60%
100%
67%
100%
83%
100%
80%
100%
67%
83%
83%
83%
67%
67%
100%
67%
100%

Executive Committee Attendance
Southwest’s bylaws require that the executive committee be composed of the eight county
mayors in its service area and the mayor of the City of Jackson. We found that 2 of 9 executive
Due to the timing of elections and new council appointments, some counties were represented by two different
members in the same fiscal year.

6
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committee members (22%) did not attend either of the 2 meetings held in fiscal year 2018. For fiscal
year 2019, the same 2 members attended only 1 of the 4 meetings held. See Tables 4 and 5.
Table 4
Southwest Executive Committee Meetings, Fiscal Years 2018-2019
Fiscal Year
FY 2018
FY 2019

Total Number of Meetings 7
2
4

Total Members
9
9

Source: Southwest executive committee meeting minutes provided by management.

Table 5
Details of Executive Committee Members’ Attendance, Fiscal Years 2018-2019
Fiscal Year
FY 2018
FY 2019

Member
Member 4
Member 12
Member 4
Member 12

Member Details
Hardeman County Mayor
City of Jackson Mayor
Hardeman County Mayor
City of Jackson Mayor

Source: Southwest executive committee meeting minutes provided by management.

Percent Absent
100%
100%
75%
75%

Criteria
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) provides a comprehensive framework for internal control
practices in federal agencies and serves as a best practice for other governmental entities. Green
Book Principles 1.03 and 1.04 state,
1.03 The oversight body and management lead by an example that demonstrates the
organization’s values, philosophy, and operating style. The oversight body and
management set the tone at the top and throughout the organization by their example, which
is fundamental to an effective internal control system.
1.04 The oversight body’s and management’s directives, attitudes, and behaviors reflect
the integrity and ethical values expected throughout the entity. The oversight body and
management reinforce the commitment to doing what is right, not just maintaining a
minimum level of performance necessary to comply with applicable laws and regulations,
so that these priorities are understood by all stakeholders, such as regulators, employees,
and the general public.

Cause
According to the Executive Director, Southwest provides an orientation for new oversight
body members to stress meeting attendance. The agency’s management also sends invitations to
remind members about upcoming meetings. Despite these measures, the Executive Director stated
that it is difficult for the agency to ensure attendance due to the large number of members on the
We excluded 1 meeting in fiscal year 2018 and 7 meetings in fiscal year 2019 that the executive committee held via
email. See Finding SW3 on the executive committee’s virtual meetings.
7
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oversight bodies and the busy schedules of elected officials. He also stated that the agency cannot
force members to attend the meetings.
Southwest does not have an attendance policy for the governing board, policy council, and
executive committee, although Southwest’s bylaws grant the policy council authority to remove
inactive members and replace them within 60 days. Our testwork, however, disclosed that the
policy council did not exercise this power during our audit period.
Effect
By failing to attend meetings, governing board, policy council, and executive committee
members increase the risk of ineffective oversight and governance of personnel, fiscal, and
program areas. Additionally, Tennessee Code Annotated prohibits the oversight bodies from
conducting business without achieving a quorum.
Recommendation
The governing board chair, policy council chair, and executive committee chair should
work with the Executive Director to develop policies and procedures to ensure sufficient
attendance to conduct business. The board should update Southwest’s bylaws to require the
governing board, policy council, and executive committee to verify a quorum before voting to take
action on agency business.
Board’s and Management’s Comments
We concur. Although attendance is voluntary, Southwest HRA encourages all members
to be present at meetings. Southwest will continue to encourage statutory members to be in
attendance but also create an attendance policy that allows appointed members to be removed for
nonattendance. The new policy shall be adopted and approved by the Policy Council. During
review of the bylaws, Southwest will ensure there are no conflicts with determining a quorum. We
anticipate revisions to be implemented by May 31, 2021.
Finding SW3 – Southwest’s governing board, policy council, and executive committee
meetings did not comply with the Open Meetings Act
Condition, Cause, and Criteria
Executive Committee Conducted Business By Email in Violation of the Open Meetings Act
Based on our review of the executive committee meeting minutes for the 14 meetings
during our audit period, on 8 occasions (57%) the executive committee conducted business via
email. These emails involved business actions such as approvals of budgets and budget revisions;
grant applications and proposals; and personnel actions.
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Title 8, Chapter 44, Tennessee Code Annotated, also known as the Open Meetings Act,
provides requirements to ensure governing bodies conduct public business transparently.
Specifically, Section 8-44-101, Tennessee Code Annotated, states, “The general assembly hereby
declares it to be the policy of this state that the formation of public policy and decision is public
business and shall not be conducted in secret.”
By conducting business by email, the executive committee has circumvented the spirit of
the law. Attorney General Opinion Number 12-60, issued on June 6, 2012, addresses the topic of
email communications. The opinion references Johnston v. Metropolitan Government of Nashville
and Davidson County, in which the Court of Appeals addressed the issue of whether email
communications among Council members were used to “deliberate public business” in
circumvention of the Open Meetings Act. The Court found that emails that contain the type of
debate and discussion that would be expected to take place at a public meeting “in the presence of
the public and the Council as a whole” were considered communications that were used to
“deliberate public business in circumvention of the spirit or requirements” of the Open Meetings
Act. In the case of Southwest’s executive committee, not only did the committee hold discussions
of the topics via email, but the members also voted via email.
Executive Committee Failed to Provide Prior Notice of Meetings
The executive committee did not provide public notice for any of the meetings held during
the audit period. Management stated that public notice for executive committee meetings was not
given because the agency’s procedure is for the committee vote to be approved by the policy
council. The Executive Director stated that they would begin publishing notices for executive
committee meetings. Section 8-44-103, Tennessee Code Annotated, states that any “governmental
body which holds a meeting previously scheduled by statute, ordinance, or resolution shall give
adequate public notice of such meeting.”
Governing Board and Policy Council Conducted Closed Meetings
The Southwest governing board and policy council conducted two joint annual meetings
during our audit period, but these meetings were not open to the public, and management did not
provide public notice. These meetings, on October 5, 2017, and October 9, 2018, were joint
meetings of both the governing board and policy council. Southwest management stated that
governing bodies did not provide public notice because the meetings were by invitation only, as
the meeting is conducted over dinner provided by the agency; therefore, they were not open
meetings under the law.
Section 8-44-102(a), Tennessee Code Annotated, states, “All meetings of any governing
body are declared to be public meetings open to the public at all times, except as provided by the
Constitution of Tennessee.” Also, based on our review of meeting minutes, during the October 9,
2018, meeting, the board and council conducted business and elected officers. These closed,
invitation-only meetings of the governing bodies also violate the Open Meetings Act, which
requires governing bodies to conduct public business transparently.
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Effect
When the governing board, policy council, and executive committee do not comply with
the Open Meetings Act, the public will not be aware of meetings in which matters of interest to
the public may be discussed. Additionally, email meetings held between executive committee
members do not afford members of the public an opportunity to attend. Furthermore, Section 844-105, Tennessee Code Annotated, states that actions taken at a meeting in violation of the
Tennessee Open Meetings Act, other than actions related to public indebtedness, are void.
Recommendation
The governing board chair and Executive Director should develop revisions to the
committee meeting procedures to ensure meetings are conducted in compliance with the Open
Meetings Act, including ensuring all meetings are open meetings and adequate public notice is
provided. The governing board should ensure that the executive committee stops conducting
business via email immediately and that all policy council and subcommittee meetings are held in
an open setting that allows for the public to attend.
Board’s and Management’s Comments
We concur. Southwest will ensure all meetings are posted and conducted properly and in
accordance with the Open Meetings Act. Such actions will be implemented immediately.
Observation SW1 – Southwest’s governing board and policy council had vacancies; additionally,
the policy council could be structured to comply with both statutory requirements and Community
Service Block Grant requirements
Governing Board Vacancies
In addition to city and county mayors and executives, Section 13-26-103(a), Tennessee
Code Annotated, requires the Southwest governing board to have a local representative from each
of the 8 counties the agency serves. During fiscal year 2018, the governing board did not have a
local representative from Hardeman County, and during fiscal years 2019 and 2020, the governing
board did not have representatives from Hardeman and McNairy counties.
Policy Council Composition and Vacancy
Southwest is a recipient of the federal Community Services Block Grant (CSBG), which
provides funds to alleviate the causes and conditions of poverty in communities. Statute in 42 U.S.
Code §9910, “Tripartite Boards,” states that to be considered an eligible entity to receive funds,
Southwest must administer the CSBG program through one of the following two options:
(1) a tripartite board, which shall have members selected by the organization and shall be
composed so as to assure that not fewer than 1/3 of the members are persons chosen in
accordance with democratic selection procedures adequate to assure that these members—
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(A) are representative of low-income individuals and families in the neighborhood
served;
(B) reside in the neighborhood served; and
(C) are able to participate actively in the development, planning, implementation,
and evaluation of programs funded under this subtitle; or [emphasis added]
(2) another mechanism specified by the State to assure decisionmaking and participation
by low-income individuals in the development, planning, implementation, and evaluation
of programs funded under this subtitle.

To comply with these federal regulations, the agency established in bylaws a requirement that the
27-member policy council include 9 members to represent low-income individuals that reside in
the area served by the agency; 8 of these members are appointed by county mayors and the mayor
of the City of Jackson, while the 9th member is elected in public hearings in each county. Based
on our review of policy council membership, the policy council did not have one member, a lowincome representative for Hardin County.
Southwest’s Executive Director stated that these vacant positions are volunteer positions,
and the time commitment required to serve can be a burden. According to the executive director,
he has worked with the mayors to fill the vacancies.
Statutory Requirements
Section 13-26-103, Tennessee Code Annotated, establishes the alternative mechanism for
involving low-income individuals in decision-making. It states, “[t]he membership of the policy
council shall be broadly based and equitably distributed between providers and consumers of
human resource services and/or established by public law.” Based on our office’s legal opinion,
this means that under the statutory option, council members must be actual providers and/or
consumers of Southwest’s programs and services. The consumers of many of the programs that
Southwest administers are low-income individuals.
Policy Council Composition Under Federal Tripartite Requirements
Based on discussions with the Executive Director and a review of the bylaws, we found
that the policy council chose to follow the federal CSBG tripartite structure option in lieu of state
statute. The federal statute for private, nonprofit organizations tripartite boards should be
established as follows:
•

1/3 elected public officials;

•

at least 1/3 democratically selected representatives of low-income families; and

•

with the remaining members as “officials or members of business, industry, labor,
religious, law enforcement, education or other major groups and interests in the
community served.”

309

Policy Council Composition Under State Statute as the Alternative
Southwest is a nonprofit organization registered with the Secretary of State’s office and is
also a public organization, created by statute. Southwest’s decision to follow the federal tripartite
board structure has resulted in Southwest not fulfilling policy council composition requirements
specified in the state statute. Specifically, Southwest’s policy council as structured under the
tripartite arrangement does not include members who are consumers and providers of human
resources “and/or established by public law.”
We are unclear as to the rationale for Southwest’s decision to opt for the tripartite board
structure when the board could have elected the federal alternative, which would have resulted in
Southwest’s compliance with state statute while still remaining eligible to receive the CSBG grant
award.
By not filling vacancies, the governing board and policy council increase the risk of
ineffective oversight of the agency’s resources, personnel, and finances. And by not filling such
vacancies, the board and policy council may not include the appropriate number and types of
perspectives called for in statute. The governing board and policy council should work with the
Executive Director to ensure vacant positions are filled timely by appropriate personnel.
Additionally, the governing board and management should document their efforts to fill such
vacancies. Furthermore, the governing board, as the ultimate ratifying authority and oversight
body should consider altering the policy council composition to comply with the CSBG
requirements and state statutory requirements.
Observation SW2 – Southwest’s governing board did not submit updates to the agency’s travel
policy and personnel procedures to the Department of Finance and Administration and did not
submit updates to the procurement policy to the State Procurement Commission
Southwest’s management could not provide documentation that the governing board
submitted the agency’s current travel policy and personnel procedures to the Department of
Finance and Administration (F&A) and the agency’s procurement policy to the State Procurement
Commission for approvals, as required by statute. Without oversight by the state’s regulatory body
to ensure travel and personnel policies are in line with the state’s policies and procedures, the board
increases the risk that the agency is not complying with the intent of the state statute and related
policies and procedures. The governing board chair should work with the Executive Director to
develop and implement internal control procedures to ensure that the governing board complies with
statutory requirements for filing and receiving approval of its policies and procedures.
report.

This matter is also discussed in the Matter for Legislative Consideration on page 14 of this
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Observation SW3 – Southwest’s governing board and policy council did not complete and sign
annual Conflict of Interest Statements
Section 13-26-108, Tennessee Code Annotated,
states that the governing board of each human
resource agency must
(1) Jointly adopt statewide uniform travel
regulations subject to the approval of the
commissioner of finance and administration
and reimburse its officers and employees for
official travel in conformance with such
regulations;
(2) Develop a system of competitive bidding on
purchases of supplies and equipment and
other contracts and submit the written
procedures governing such system to the state
procurement commission for approval; and

(3) Develop written personnel procedures to be

filed with the commissioner of finance and
administration for the hiring, promotion,
demotion and dismissal of all employees and
include an employee compensation plan
based on a salary comparability analysis,
which takes into account state salary
schedules, local government salary
schedules, and regional private market
variations.

Southwest has adopted a conflictof-interest policy that is included in the
agency’s Employee Handbook and on the
Conflict of Interest Statements, but the
policy does not address how often the
Conflict of Interest Statement is to be
completed, the Conflict of Interest
Statement does not indicate what fiscal
year it covers, 8 and the Conflict of Interest
Statement states it is for “Policy Council
Members.” The Executive Director stated
that the policy council members complete
the statements annually; however, we
found that they did not.
Governing Board

Based on our discussions with
agency management, the governing board
does not complete and sign Conflict of
Interest Statements 9 because the
governing board has appointed and
authorized the policy council to act for the
board; however Southwest’s bylaws and
statute require them to ratify policy council activities. We found that the governing board is not
fulfilling its responsibilities to ratify policy council activities (see Finding SW1) and although
the board should fulfill its responsibilities, in order to do so, they must have procedures in place to
ensure the full governing board membership annually and fully disclose any actual or potential
conflicts of interest prior to conducting business. The 53 governing board members include the 8
county mayors and Mayor of the City of Jackson, who also are on the policy council. As a result,
these 9 members are the only members who complete Conflict of Interest Statements. The
remaining 44 members do not.
Policy Council
Based on our review, the policy council members 10 did not submit annual Conflict of
Interest Statements. See Table 6.

According to Southwest’s bylaws, the governing bodies operate on a fiscal year basis.
The governing board members that are on the policy council should complete Conflict of Interest Statements.
10
The executive committee membership is composed from the policy council membership; therefore, the executive
committee members do not sign separate conflict-of-interest forms.
8
9
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Table 6
Southwest Policy Council Members’ Annual Submission of Conflict of Interest Statements
Fiscal Years 2018–2020
Fiscal Year

Members

2017–2018
2018–2019
2019–2020

28*
27
27

Submitted
Statements
25
27

Percentage of Members That
Submitted Statements
89%
100%

∗In fiscal year 2018, more than one person served in one position; therefore, the total number of members is 28.
Source: Southwest Conflict of Interest Statements provided by management.

Southwest’s Executive Director stated that the policy council members not completing
Conflict of Interest Statements is not a problem. He explained that the agency is vigilant about
getting the Conflict of Interest Statements signed and that he cannot force members to cooperate.
The executive assistant was late in starting the process to get the statements signed for 2019, so
members signed a new statement more than 12 months after they signed the previous statement.
We encourage the Southwest policy council to continue their efforts to improve conflictof-interest processes. To ensure transparency and avoid the appearance of conflicts of interest,
management should update the conflict-of-interest policy to require annual submission of Conflict
of Interest Statements and ensure that the statements are updated to include the fiscal year the
statement covers. The governing board should immediately adopt procedures to annually disclose
conflicts of interest in accordance with the established policy before it begins conducting business.
Observation SW4 – Southwest’s bylaws do not address public comment at the governing board,
policy council, and executive committee meetings
Southwest’s bylaws do not address public comment at meetings. The Executive Director,
however, stated that oversight body members are aware that the general public should be allowed
to speak at meetings and are happy to acknowledge the public for comment. He also indicated that
the oversight bodies should revise their meeting agendas to allow for public comment. To ensure
the public can comment on their actions, Southwest’s oversight bodies should develop a policy or
amend bylaws to ensure the public has the opportunity to make comments at meetings.

AGENCY OPERATIONS
25. Audit Objective:

Did agency management conduct an annual risk assessment to identify and document
the agency risks and controls so that management can effectively mitigate the risks of
error, noncompliance, fraud, waste, and abuse?

Conclusion:

Southwest management did not conduct an annual risk assessment. See Observation
SW5.

26. Audit Objective:

Is the agency’s management in compliance with bond requirements as outlined in
statute?
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Conclusion:

Based on our testwork, the individual bonds and the blanket insurance policy that
management purchased to cover employees without individual bonds did not meet
statutory minimums. See Observation SW6.

27. Audit Objective:

Did employee turnover create problems with the agency’s operations or the board and
management’s ability to meet its mission?

Conclusion:

Southwest’s turnover did not indicate problems with agency operations or the governing
board and management’s ability to meet the mission. The Human Resources Director
tracked turnover data and provided it to management, who used the data to evaluate pay
increases to retain employees in high turnover positions.

28. Audit Objective:

Did management have a formal agency-wide monitoring process to ensure program areas
track, investigate, and resolve client complaints timely?

Conclusion:

Management did not have a formal, agency-wide monitoring process to ensure program
areas track, investigate, and resolve client complaints timely. See Observation SW7.

29. Audit Objective:

In response to the prior finding, did agency management implement procedures to ensure
that personnel files contained evidence that van drivers met all job requirements?

Conclusion:

Management did not ensure personnel files contained evidence that van drivers met all
required criteria. See Finding SW4.

30. Audit Objective:

In response to the prior audit finding, did management implement processes to ensure
timely background checks and registry reviews for the Nutrition and In-Home Services
staff and volunteers?

Conclusion:

Management implemented processes to ensure timely background checks and registry
reviews for Nutrition and In-Home Services staff and volunteers.

31. Audit Objective:

In response to the prior audit finding, did management establish additional crosschecks
and internal controls in the Summer Food Service Program to ensure accurate data for
reimbursement requests?

Conclusion:

Management established additional crosschecks and internal controls in the Summer
Food Service Program to ensure accurate data for reimbursement requests.

32. Audit Objective:

Did the agency have a formal records management policy governing public records?

Conclusion:

Southwest’s Executive Director provided us with a formal records management policy
for all public records. Although the policy states records will be kept in accordance with
grant retention schedules, the agency maintains all records electronically and plans to
store them indefinitely. Once the agency’s costs of storing records indefinitely exceeds
the benefits, agency management should reconsider their records management practice.

33. Audit Objective:

Is Southwest’s governing board and management operating and conducting activities to
meet the statutory mission, as prescribed in Tennessee Code Annotated?

Conclusion:

Southwest’s governing board and management are operating and conducting activities
to meet the agency’s statutory mission to serve as the delivery system for human
resources. We also found that the agency is providing services that meet the agency
mission to enhance the quality of life, promote self-sufficiency, and alleviate the effects
of poverty within its service area.
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34. Audit Objective:

Did agency management determine a shared administrative cost rate to ensure that each
of its programs had sufficient administrative funds to which they may charge their work?

Conclusion:

Management determined a shared administrative cost rate of 7.5 percent, which allows
each of its programs to have sufficient administration funds to which they may charge
their work. The Assistant Director properly applied the rate to the direct expenditures
incurred by each grant to allocate shared administrative costs.

35. Audit Objective:

Did management follow the agency’s procurement policy when entering contracts with
the Workforce Innovation and Opportunity Act (WIOA) providers?

Conclusion:

With minor exceptions, management followed all applicable procurement policies when
entering contracts with WIOA providers.

36. Audit Objective:

Did management comply with WIOA Youth Formula Program eligibility requirements?

Conclusion:

With minor exceptions, management complied with WIOA Youth Formula Program
eligibility requirements.

Finding SW4 – As noted in the prior finding, Southwest’s transportation staff did not
maintain documentation for background checks, registry checks, and training for van
drivers in accordance with the agency’s contracts and policy
Southwest’s Transportation program administers transportation for a diverse group of
clients and purposes, including non-emergency medical transportation. Under contract
arrangements, Southwest provides transportation services for the Tennessee Department of
Transportation (TDOT); Southeastrans, Inc.; and Tennessee Carriers, Inc. In accordance with
contract terms and Southwest’s policies and procedures, management should ensure their van
drivers meet certain standards before they are hired and that drivers maintain their standards
throughout employment.
Results of Prior Audit
In the prior audit, we reported that Southwest’s Transportation program did not ensure that
pre-employment checks for van driver personnel files had documentation that drivers met all
required job criteria; specifically, we reported that the driver personnel files did not contain
evidence that three drivers had completed all required training. In response, management said the
human resource director would review all driver personnel files to ensure that all required
documentation was present and document the results in a checklist.
Current Audit
Based on our testwork, management has not corrected the condition for documenting
training. Additionally, we found new conditions where van driver personnel files did not contain
evidence that Transportation staff had completed background and registry checks, confirmed
education requirements of drivers, or offered Hepatitis B vaccines to drivers prior to transporting
clients for the agency.
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Criteria, Condition, and Cause
Southwest’s Public Transportation Policies and Procedures Manual states that applicants
for employment will be subject to pre-employment criminal background checks and abuse registry
checks. Additionally, the agency’s contracts with Southeastrans and Tennessee Carriers require
that the following checks and screenings are conducted for all drivers prior to providing services
to clients:
•

criminal background check,

•

Tennessee and National Sexual Offender Registry,

•

Medicare/Medicaid Fraud check,

•

motor vehicle record report,

•

physical examination,

•

drug screening,

•

List of Excluded Individuals and Entities (LEIE), and

•

Excluded Parties List System/System for Award Management check.

The Tennessee Carriers contract requires the checks listed above and the following additional prehire checks to be performed,
•

Tennessee Abuse Registry; and

•

Tennessee Felony Offender Registry (FOIL).

During our audit period, Southwest utilized private companies, HireRight and
DataFacts, to perform the criminal background and registry checks on van drivers.
According to the Director of Transportation, the criminal background checks
included a check of the Tennessee Sex Offender Registry because “Tennessee is
part of the nation of the United States. Therefore, Tennessee is included in any
National checks.” We found, however, that the results page on the background check report
provided by the vendors to Southwest stated the criminal background result and the National Sex
Offender Registry result; however, the results pages did not state that the Tennessee Sex Offender
Registry was checked. While the Director of Transportation is correct that Tennessee is part of
the United States, the Tennessee Sex Offender Registry is a separate database from the National
Sex Offender Registry and must be checked separately.
We tested the personnel files for the complete population of 39 van drivers hired during
our audit period to determine if the vendor and agency staff had performed necessary preemployment checks. We identified deficiencies in the performance of background checks and
registry checks as shown in Table 7. According to Southwest management, the background
checks are completed for every new driver hired.
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Table 7
Testwork Results of Employee Background Checks

Completed
Pre-Hire
Checks
Not
Completed
or Not
Documented

Criminal
Background
Check

TN Sex
Offender
Registry

National Sex
Offender
Registry

TN
Abuse
Registry

LEIE

EPLS/
SAM

FOIL

37 of 39
employees
(95%)

0 of 39
employees
(0%)

37 of 39
employees
(95%)

0 of 39
employees
(0%)

9 of 39
employees
(23%)

9 of 39
employees
(23%)

37 of 39
employees
(95%)

2 of 39
employees (5%)

39 of 39
employees
(100%)

2 of 39
employees
(5%)

39 of 39
employees
(100%)

30 of 39
employees
(77%)

30 of 39
employees
(77%)

2 of 39
employees
(5%)

Source: Southwest van driver personnel files.

For the 39 sample items we tested, we reperformed the checks and did not find any results
that would have disqualified the individuals from employment.
For the two employees that did not have background checks on file, management stated
that they would have performed the checks but the documentation may not have been maintained
because they separated from the agency soon after hire; 11 however, all pre-employment checks
and screening should be documented and maintained in the employee files.
No Medicare/Medicaid Fraud Check
We found that for 30 of 39 drivers hired (77%), Southwest’s management did not complete
the required Medicare/Medicaid fraud check. According to management, Southeastrans and
Tennessee Carriers perform these checks on Southwest’s behalf and Southwest management does
not need to do them anymore. Based on our follow-up with Southeastrans and Tennessee Carriers,
however, they do not perform the checks on Southwest’s behalf. Southeastrans and Tennessee
Carriers perform the checks as a requirement for their own contracts with TennCare and only
provide information to Southwest if they find an ineligible driver. Since Southwest management
does not have a formal agreement to have a third party complete these Medicare/Medicaid fraud
checks, management is still responsible for performing these pre-employment checks in
accordance with their contracts, regardless of any checks Tennessee Carriers and Southeastrans
perform for their purposes.
Lack of Driver Training Documentation
Southwest’s contracts with Tennessee Carriers and Southeastrans require the agency to
maintain training records for van drivers as proof that they have completed defensive driving, first
aid, CPR, biohazard removal, passenger assistance, safety, customer service, wheelchair safety,
and sensitivity training. Based on our review, we found that the driver files did not include

11

One employee separated after 9 days, and the other employee separated after 14 days.
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documentation that all training was completed prior to drivers transporting clients in 31 of 3112
drivers’ personnel files (100%). Based on our discussion with management, management relies
on the drivers to sign a statement saying they have completed all required training, but they do not
have a process to track the specific training each driver has completed. They rely on each driver
to track their own training and self-report when they have not completed all required training.
Effect
When management does not design and implement internal control processes to ensure that
staff or their vendor perform all required pre-employment activities for drivers, including
documented reviews, the risk that the agency will employ drivers who do not meet the minimum
qualifications increases. Without a clear, binding agreement in place governing background
checks and registry reviews, the vendor may not be meeting management’s needs, and
management may be unaware of the deficiency. When the agency hires drivers without knowing
that they meet standards, including required training, management increases the agency’s liability
and compromises the safety of the agency’s Transportation clients.
Recommendation
The Executive Director should ensure that management and staff keep accurate and
complete records of background check results. The Executive Director should direct management
to conduct a comprehensive review to ensure that all employees have complete background check
results on file. The Executive Director should ensure that management implement sufficient
controls to ensure that staff and vendors have conducted accurate, complete background checks.
The Transportation Director should implement procedures to ensure that the agency obtains all
background checks and registry reviews or performs registry reviews prior to authorizing the hiring
of the van drivers.
The Executive Director and Transportation Director should work with its vendor to include
the results of all required registry reviews on the background check results page. The
Transportation Director should ensure that those staff responsible for hiring the drivers obtain and
retain all the required documentation prior to the hiring decisions and retain documentation related
to training.
Board’s and Management’s Comments
We concur. Background checks were performed, but since employees did not complete
training before employment ended documents were not placed in the file. In the future, all
documentation will be placed in files. Such actions will be implemented immediately.

We tested 31 drivers for training requirements because 8 drivers separated from the agency before the training
period was over.

12
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Observation SW5 – Southwest’s management should improve the agency’s internal controls by
conducting an annual risk assessment to identify operational and fiscal risks, including those
related to fraud, waste, abuse, errors, and noncompliance
An ongoing and documented risk assessment process is a basic component of internal
control which allows management to eliminate or mitigate the risks that could affect an agency’s
overall mission, financial resources, or compliance with state law or other regulatory requirements.
An effective risk assessment identifies risks to operational objectives and describes the controls
used by management to mitigate the risks of errors, noncompliance, fraud, waste, and abuse within
the agency. Currently, agency management conducts activities that assist them with evaluating
how well management and program staff meet program requirements and operational benchmarks
and goals. Although these activities help management identify areas of concern, these activities
do not fulfill the same purpose as an annual risk assessment and do not identify risks, the likelihood
or potential impacts of those risks, and the agency’s mitigating controls.
Management should conduct and document an annual risk assessment to identify risks that
could prevent the agency from meeting the agency’s operational and fiscal goals and mission,
including those risks related to compliance with laws and financial matters such as errors, fraud,
waste, and abuse. For risks with either a high likelihood of occurring or a high impact if they do
occur, management should identify internal controls to prevent and detect them. As part of
management’s ongoing monitoring of their control processes, if deficiencies are identified,
management should evaluate their controls to determine if new controls need to be implemented
or if existing controls need to be reassessed and redesigned.
Observation SW6 – Southwest’s management did not ensure that the agency’s bonds complied
with requirements in statute
Section 13-26-110, Tennessee Code Annotated,
Bonds protect the human
requires human resource agencies (HRAs) to bond “any resource agency from financial
board member, policy council member, employee, officer, or
loss due to employee
any authorized person. . . who received public funds, has the
dishonesty or negligence.
authority to make expenditures from public funds, or has
access to any public funds.” Bonding these individuals protects the agency from incurring
financial losses due to employee theft or dishonesty. Based on our review and discussion with
management, we identified internal control deficiencies and noncompliance in Southwest’s bond
processes:
•

Southwest had insufficient insurance coverage for employees who were not
individually bonded, 13 and the insurance coverage was less than the $400,000 per
occurrence required by statute. For employees not individually bonded, the Executive

Based on our office’s legal research, the Human Resource Agencies, including Southwest, met with COT
management and discussed the cost of acquiring individual bonds for all board members and staff required to be
bonded. The agencies, including Southwest, obtained an employee dishonesty insurance policy to cover potential
losses from employees not individually bonded.

13
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Director and Fiscal Director determined that the coverage amount of $150,000 was
adequate.
•

Bond amounts were based on the agency’s projected revenues instead of the agency’s
most recent audited financial statements, as required by statute. As a result, 7 of the 7
bonds obtained during our audit period (100%) were at least $28,000 less than the
minimum coverage amounts required by statute. The Executive Director stated that the
agency calculated the bonds using the formula in statute; however, they used the agency’s
budgeted revenues instead of the most recent audited financial statements.

Section 13-26-110(c)(1), Tennessee Code Annotated, states that when calculating
minimum bond amounts, HRAs must use the “revenues . . . as reported in the last audit approved
by the comptroller of the treasury.” Additionally, Section 13-26-110 requires that the HRAs bond
board members, policy council members, employees, officers, and other authorized persons of an
HRA who handle public funds. However, Section 8-19-101(e)(2)(B)(i), Tennessee Code
Annotated, states that if the HRA obtains a policy in accordance with subdivision (e)(2)(a), it shall
be deemed a blanket official bond for those individuals handling public funds. Subdivision
(e)(2)(a) states that the HRAs may
Obtain and pay the premiums or other costs with respect to a policy of insurance issued by
an insurance company duly authorized to do business in this state or an agreement with a
pool established pursuant to § 29-20-401 or any entity established pursuant to § 29-20401(b)(2) for administration of such agreement, that provides government crime coverage,
employee dishonesty insurance coverage, or equivalent coverage that insures the lawful
performance by officials and their employees of their fiduciary duties and responsibilities.
Any such policy or agreement maintained shall have limits of not less than four hundred
thousand dollars ($400,000) per occurrence [emphasis added].

We determined that the agency had no written
procedures for determining who requires bonding, the
See the Matter for Legislative
Consideration on page 14.
process for obtaining bonds, and the calculation of bond
amounts to meet requirements in statute. According to the
current Fiscal Director, she did not know why the previous
Fiscal Director did not verify the bond amounts or why the amount did not change from year to
year. She added that the previous Fiscal Director had been in charge of bonding for many years
and no one else was familiar with the process.
According to Green Book Principles 3.09 and 3.10,
Management develops and maintains documentation of its internal control system. . . .
Effective documentation assists in management’s design of internal control by establishing
and communicating the who, what, when, where, and why of internal control execution to
personnel. Documentation also provides a means to retain organizational knowledge and
mitigate the risk of having that knowledge limited to a few personnel, as well as a means
to communicate that knowledge as needed to external parties, such as external auditors.

When employees and management are not properly bonded, the risk increases that, in the
event of fraud, waste, or abuse, the agency could sustain financial losses for which it is not
319

adequately covered. Management should develop formal written procedures and establish
adequate controls to ensure the agency’s bonding process complies with statute.
Observation SW7 – Southwest’s management did not have an agency-wide monitoring process
to ensure programs track, investigate, and resolve client complaints timely
Southwest’s management did not have agency-wide complaint policies and procedures to
inform the Executive Director and the oversight bodies about all complaints. Furthermore,
management does not track complaints for data trends and additional information, although doing
so could help assess risks and concerns for the agency and its customers. The Executive Director
stated management did not consider an agency-wide monitoring process necessary because each
program has its own complaint requirements based on its contracts, and additional tracking at his
level was not necessary. However, the Executive Director was unable to provide us with
documentation that program management ensured he was aware of the complaints or their
resolution.
Without sufficient complaint guidance, the agency may not handle citizens’ complaints in
a timely manner, if at all, which could result in serious issues not investigated and resolved. The
Executive Director and Southwest’s oversight bodies should implement agency-wide policies and
procedures to track client complaints across all programs to assess risks related to public safety
and to provide accountability for citizen concerns.

COVID-19 IMPACT AND AGENCY RESPONSE
(Unaudited)

Agency Operations
Based on our discussions with agency management, the agency continued to provide services
during the pandemic. After one employee displayed symptoms, the agency immediately shut down
the offices and notified the people who came in contact with the employee. Due to the rural area in
which Southwest employees live, the limited availability of wired, reliable internet initially presented
a challenge for employees working from home. To overcome this limitation, the agency was able to
provide “mi-fi” internet devices to employees without reliable internet to facilitate their access. The
Assistant Fiscal Director estimated that the agency spent $20,000, as of June 17, 2020, on pandemicrelated expenses, such as plexiglass barriers, cleaning supplies, gloves, and masks.
CARES Act Funding
The agency anticipated receiving funding for the Low Income Housing Energy Assistance
Program and Weatherization Assistance Program but was unsure of the amount during our
discussions. The agency also received approximately
•
•

$300,000 for the Head Start program;
$800,000 for the Community Service Block Grant; and
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•

$4 million for the Transportation program.

Transportation Program
The agency continued to provide transportation services to clients. The Executive Director
stated that trips decreased during the initial phase of the pandemic from clients’ doctors not seeing
patients. Approximately five drivers elected to stay home during the initial phase of the pandemic,
due to their own or a family member’s compromised immune system. As of June 24, 2020, all but
one driver had returned to work. The agency provided van drivers with masks, hand sanitizer, and
extra cleaning supplies.

Commodities Program
The agency continued to provide commodities but revised its process to limit contact
between employees and clients. Clients no longer exit their cars; instead, they open their trunks
for employees to place the commodities inside. The Executive Director stated that this method
appears more efficient and the agency will continue to distribute commodities in this manner.

Homemaker Program
The agency continued to provide homemaker services. For homemaker clients who did
not want employees in their home, the employees provided other services, such as grocery
shopping, picking up prescriptions, taking out the client’s trash, and doing the client’s laundry at
the laundromat.
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APPENDICES

APPENDIX SW-A

Internal Control Significant to the Audit Objectives
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) sets internal control standards for federal entities and serves
as best practice for non-federal government entities, including state and local government agencies.
As stated in the Green Book overview, 14
Internal control is a process used by management to help an entity achieve its objectives . . .
Internal control helps an entity run its operations effectively and efficiently; report reliable
information about its operations; and comply with applicable laws and regulations.

The Green Book’s standards are organized into five components of internal control: control
environment, risk assessment, control activities, information and communication, and monitoring.
In an effective system of internal control, these five components work together to help an entity
achieve its objectives. Each of the five components of internal control contains principles, which
are the requirements an entity should follow to establish an effective system of internal control.
We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5
Principle 6
Principle 7
Principle 8
Principle 9

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Risk Assessment

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Information and Communication

Principle 13
Principle 14
Principle 15
Principle 16

Principle 17

Use Quality Information
Communicate Internally
Communicate Externally

Monitoring

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

In compliance with generally accepted government auditing standards, we must determine
whether internal control is significant to our audit objectives. We base our determination of
significance on whether an entity’s internal control impacts our audit conclusion. If some, but not
all, internal control components are significant to the audit objectives, we must identify those
internal control components and underlying principles that are significant to the audit objectives.
In the following matrix, we list our audit objectives where internal control was significant and
identify which internal control components and underlying principles were significant to those
objectives.
14

For further information on the Green Book, please refer to https://www.gao.gov/greenbook/overview.
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Control Activities Information & Communication Monitoring
Control Environment
Risk Assessment
Audit Objectives

Governing Board

4

6

8

9

Policy Council

13

15
16

Executive Committee

20

22

23

Significance

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

Did the governing board have a
policy to address attendance for
all oversight bodies and did
governing board members
consistently attend meetings?
Did the governing board have
policies and procedures in place
to disclose board members’
conflicts of interest?

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Did governing board policy
allow for public comment at
meetings?
Did the governing board give
public notice before all
meetings?
Did the policy council have
policies and procedures in place
to disclose council members'
conflicts of interest?
Does council policy allow for
public comment at meetings?
Did the policy council give
public notice before all
meetings?
Did the executive committee
have policies and procedures in
place to disclose committee
members’ conflicts of interest?

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Did executive committee policy
allow for public comment at
meetings?
Did the executive committee give
public notice before all
meetings?

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Control Activities Information & Communication Monitoring
Control Environment
Risk Assessment
Audit Objectives

Significance

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

25

Did agency management conduct
an annual risk assessment to
identify and document the
agency risks and controls so that
management can effectively
mitigate the risks of error,
noncompliance, fraud, waste, and
abuse?

Yes

No

No

No

No

No

Yes

Yes

Yes

Yes

No

No

No

No

No

No

No

No

26

Is the agency’s management in
compliance with bond
requirements as outlined in
statute?
Did employee turnover create
problems with the agency’s
operations or the board and
management’s ability to meet its
mission?
Did management have a formal
agency-wide monitoring process
to ensure program areas track,
investigate, and resolve client
complaints timely?

Yes

No

No

Yes

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

No

No

Yes

No

Yes

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

No

No

No

Yes

No

No

No

No

Yes

No

Yes

No

No

No

Yes

No

29

In response to the prior finding,
did agency management
implement procedures to ensure
that personnel files contained
evidence that van drivers met all
job requirements?

Yes

No

No

No

No

No

No

No

No

No

Yes

No

No

No

No

No

Yes

No

30

In response to the prior audit
finding, did management
implement processes to ensure
timely background checks and
registry reviews for the Nutrition
and In-Home Services staff and
volunteers?

Yes

No

No

No

No

No

Yes

No

No

No

Yes

No

Yes

No

Yes

No

Yes

No

31

In response to the prior audit
finding, did management
establish additional crosschecks
and internal controls in the
Summer Food Service Program
to ensure accurate data for
reimbursement requests?

Yes

No

No

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

Yes

Yes

27

Agency Operations

28
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APPENDIX SW-B

Methodologies to Achieve Objectives
Governing Board
To achieve our objectives related to the governing board attendance, conflict-of-interest policy and
procedures, public comment, and public notice, including obtaining an understanding and assessing management’s
design of internal controls, we interviewed Southwest management and reviewed the agency’s bylaws and the
agency’s conflict of interest policy. We obtained and reviewed the governing board membership listing and meeting
minutes for the governing board meetings during our audit period to determine member attendance. We obtained
documentation from the agency for public notices for the governing board meetings held from July 1, 2017 through
December 31, 2019. We also reviewed the minutes to determine the minutes recorded that any members of the public
attended or made comment at the governing board meetings.
To address our remaining objectives, interviewed management and reviewed the agency’s bylaws and state
statute. We consulted the General Counsel of the Office of the Comptroller of the Treasury to gain an understanding
of the statutory requirements of the governing board. We reviewed governing board meeting minutes to determine if
the board retained its ratification responsibilities. We obtained and reviewed the agency’s records of all governing
board members for our audit period from July 1, 2017 through December 31, 2019 to determine whether membership
met the requirements in statute. We consulted the Municipal Technical Advisory Service (MTAS) and the County
Technical Assistance Service (CTAS) and performed other internet searches to verify member statuses and term dates.
We obtained and reviewed the agency’s travel, personnel, and procurement policies and requested any documentation
to support whether the governing board submitted the polices for approval as required by statute. We reviewed
meeting minutes to determine whether the board met quorum requirements in statute and in Southwest bylaws. We
tested quorum for each meeting held during our audit period. We obtained and reviewed members’ disclosure forms
completed and signed during our audit period.

Policy Council
To address our objective related to conflict-of-interest policy and procedures, public comment, and public
notice, including obtaining an understanding and assessing management’s design of internal controls, we interviewed
management and reviewed the agency’s bylaws. We reviewed Southwest’s conflict of interest policy. We obtained
the public notices for the policy council meetings held during our audit period. We reviewed the minutes to determine
if any member of the public attended meetings.
To achieve our remaining objectives, we interviewed management and reviewed the agency’s bylaws. We
obtained and reviewed lists of all policy council members for our audit period from July 1, 2017, through December
31, 2019 to determine whether membership met the requirements in Southwest’s bylaws. We consulted the Municipal
Technical Advisory Service (MTAS) and the County Technical Assistance Service (CTAS) and performed other
internet searches to verify member statuses and term dates. We obtained the meeting minutes for the policy council
meetings during our audit period to determine members’ attendance. We reviewed quorum requirements in
Southwest’s bylaws and compared them to Section 48-58-205, Tennessee Code Annotated, to determine if the quorum
requirements in the bylaws met the statutory quorum requirements. We reviewed the meeting minutes to determine
whether policy council meetings achieved a quorum as required in statute and in agency bylaws. We reviewed the
conflict of interest disclosure statements for FY 2017, 2018, and 2020 to determine if members completed and signed
the statements. The agency was unable to provide us signed statements for FY2019.

Executive Committee
To achieve our objectives related to conflict-of-interest policy and procedures, public comment, and public
notice, including obtaining an understanding and assessing management’s design of internal controls, we interviewed
management and reviewed the agency’s bylaws. We obtained and reviewed public notices for the meetings. We
obtained the public notices for the executive committee meetings held during our audit period. We reviewed the
minutes to determine if any member of the public attended meetings.
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To address our remaining objectives, we interviewed management and reviewed the agency’s bylaws. We
obtained lists of all executive committee members from July 1, 2017, through December 31, 2019, and reviewed them
to determine whether membership met the requirements in the bylaws. We reviewed the meeting minutes for all
committee meetings during our audit period to determine committee members attendance, whether members of the
public attended, and quorum. We reviewed quorum requirements in the agency’s bylaws and compared them to
Section 48-58-205, Tennessee Code Annotated, to determine if the quorum requirements in the bylaws met the
statutory requirements for quorum. We reviewed conflict of interest disclosure forms for the committee members for
our audit period.

Agency Operations
Risk Assessment
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, we conducted interviews with the agency’s Fiscal Director and Assistant Fiscal Director. We
obtained and reviewed the Assistant Fiscal Director’s internal process memo, monitoring results, and the review of
internal control components to determine if these items separately or jointly served as an agency-wide risk assessment.
Bonds
To address our objective, including obtaining an understanding and assessing management’s design of
internal controls, we reviewed the bond requirements outlined in Sections 13-26-110 and 8-19-101, Tennessee Code
Annotated. We interviewed Southwest’s Fiscal Director and Assistant Fiscal Director. We obtained and reviewed
the list of agency employees to determine which individuals the agency should bond. We obtained the audited
revenues for fiscal years 2016; 2017; 2018; and 2019 and reperformed the minimum bond amount calculations. We
obtained the bonds filed by the agency and compared the amount on the bond to our reperformed calculations. We
also obtained a copy of the agency’s blanket insurance to determine if it complied with statutory requirements.
Turnover
To meet our objective, including obtaining an understanding and assessing management’s design,
implementation, and operating effectiveness of internal controls, we interviewed the Human Resource Director and
conducted a verbal walkthrough of the separation process. We obtained the agency’s employee separations
spreadsheets for the period July 1, 2017, through June 15, 2020, and the agency’s organizational chart, which lists the
agency’s available positions. Using the agency’s separation data, we determined the HRA’s turnover rate by fiscal
year. We obtained the agency’s active employee listing as of July 8, 2020, including each employee’s hire date. We
analyzed the listing to calculate the average time the employees held the positions for each job title. We reviewed
program complaints relating to van drivers and homemakers, the two positions with the highest turnover, to determine
if employee turnover affected the agency’s mission.
Complaint Process
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed Southwest’s Executive Director, Human Resource Director, Low Income Home
Energy Assistance Program (LIHEAP) Director, Transportation Director, and Community Outreach Director. We
reviewed the agency’s complaint policy and complaint form. We performed a risk analysis on the various programs
and reviewed Southwest’s grant contracts to obtain an understanding of their contractual requirement to track
complaints. We requested complaint listings for the Transportation program, LIHEAP, and the Home and
Community-Based Services (HCBS) program. The LIHEAP and Transportation programs did not have complaint list
for our audit period. We reviewed the HCBS program’s complaint log of four complaints received during our audit
period. We tested those complaints for compliance with the agency’s policy.
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Van Driver Personnel Files
To address our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed Southwest’s Transportation Director and performed a
walkthrough of the section’s procedures to gain an understanding of how the agency ensures driver criteria are met.
We reviewed Southwest’s contracts to document criteria the agency is required to ensure is being met by all drivers.
We requested van driver personnel files for all van drivers hired by Southwest between July 1, 2017 and February 1,
2020. We performed testwork of thirty-nine drivers hired between July 1, 2017 and February 1, 2020. We obtained
documentation from the Human Resource Director to determine documentation related to the prior audit finding.
Nutrition and In-Home Services
To achieve our objectives, including obtaining an understanding and assessing management’s design,
implementation, and operating effectiveness of internal controls, we obtained all relevant policies, procedures, manuals,
guides, and contracts for the Nutrition and In-Home Services program. We obtained clarification from Southwest
concerning what roles and functions are direct or indirect care and documented the agency’s current background check
and registry review process for both employees and volunteers for the Nutrition and In-Home Services program. After
identifying the key control for background and registry checks, we requested a list of all program employees and volunteers
who joined the agency during the audit period, July 1, 2017, to February 1, 2020. Due to the large size of the new employee
population, we decided to use auditor judgement for our testwork and included all active employees into our first sample
population. We planned to expand to test inactive employees if we deemed it necessary. Due to the small size of the new
volunteer population, we tested the entire population of new volunteers. We performed testwork to determine the agency’s
compliance with background and registry check requirements.
Summer Food Service Program (SFSP)
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed program management at Southwest and reviewed the 2018 and
2019 State of Tennessee Single Audit Report. We selected a nonstatistical random sample of 25 expenditure
transactions from Southwest’s SFSP general ledger. We also selected all transactions over $1,000, for a total sample
of 41 transactions. We also verified that employees that were paid from the SFSP were SFSP staff.
Records Management
To address our objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed Southwest’s Executive Director. We obtained and reviewed the agency’s records
management policy. We made documentation requests for other areas of the audit and evaluated the records for
completeness.
Mission
To address our objective, we interviewed Southwest’s Executive Director. We conducted walkthroughs and
documented our understanding of the needs assessment survey and annual report processes used to assess service
gaps in the community. We obtained and reviewed the agency’s most recent needs assessment survey and annual
report, including program descriptions and customer numbers. We also obtained and reviewed a quality of life survey
the agency commissioned from Moody’s Analytics. We analyzed the economic data of the counties served by the
agency.
Workforce Innovation and Opportunity Act
To determine if management followed the agency’s procurement policy, we obtained and reviewed all
applicable procurement policies, including the agency’s, the state Central Procurement Office’s, and Department of
Labor and Workforce Development’s. We obtained and reviewed the Requests for Proposals, committee evaluations,
and relevant board meeting minutes for the Career Service Provider and One-Stop Operator contracts in FY 2018 and
FY 2019. We interviewed Local Workforce Development Area-11 board members to discuss the procurements.
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To determine if management calculated a shared cost allocation rate that ensures each of its programs have
sufficient administrative funds, we reviewed the shared cost rate agreement. We conducted a walkthrough of the cost
allocation process with Southwest’s Assistant Fiscal Director. We obtained a population of 58 WIOA grant contracts
in effect between July 1, 2017, and May 31, 2020. We reviewed the cost allocation calculations and determined what
portion of the grant the Assistant Fiscal Director charged for indirect administrative costs.
To determine if management used WIOA youth program funds to provide work experiences to only eligible
individuals, we reviewed WIOA regulations to determine eligibility requirements. We conducted a walkthrough of
the youth participant enrollment process with the WIOA Program Coordinator. We obtained and tested a population
of 19 youth participants staff enrolled between May 1, 2017, and June 30, 2017. We obtained a population of 155
youth participants from July 1, 2017, through May 26, 2020, and tested a sample of 25 youth participants.
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APPENDIX SW-C

Financial Information

*Source: Obtained from an independent audit report issued by Alexander Thompson Arnold PLLC of Southwest’s
Financial Statements and Supplementary Information for the Fiscal Year Ended on June 30, 2019.
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Upper Cumberland Human Resource Agency (Upper Cumberland)
Mission
To promote a strong sense of community and family values by administering programs
designed to provide tools, knowledge and resources to improve the quality of life, promote a
positive sense of individual self-worth, encourage responsible decision making and provide
opportunities for individuals to become productive and independent.

UPPER CUMBERLAND’S SERVICE AREA

SERVICE AREA DEMOGRAPHICS

348,721

$55,786

total population of
Upper Cumberland’s
service area

average annual
household income

21%

20%

are under age 18

are over age 65

18%

19%

live below the
poverty level

have a disability

★ Cookeville Regional Office

Source: U.S. Census Bureau,
2018 American Community Survey.

SERVICES OFFERED
Child and Adult Care Food Program

Driver Education Classes

Juvenile Residential Programs

Community Corrections (Clay,
Cumberland, DeKalb, Jackson, Macon,
Overton, Pickett, Putnam, Smith,
Trousdale, Van Buren, Warren, Wilson,
and White Counties)

DUI School (Macon and
Putnam Counties)

Low Income Home Energy
Assistance Program

Emergency Food Assistance

Meals on Wheels and
Congregate Meals

Court Appointed Special Advocate

Head Start (Van Buren
County)

Public Transit

Community Services Block Grant

In-Home Services

Ryan White Community AIDS
Partnership

Housing Opportunities for
Persons with AIDS

Senior Community Service
Employment Program

Information and Referral

Weatherization Assistance
Program

Community Intervention for Juvenile
Offenders (Cumberland, DeKalb,
Fentress, Macon, Smith, Warren, and
White Counties)

PRIOR AUDIT FINDINGS
PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department,
agency, or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The prior performance audit report was dated
December 2014 and contained 12 findings, 3 of which related to Upper Cumberland Human
Resource Agency (Upper Cumberland). Upper Cumberland filed its report, due 6 months after the
release of the audit report, with the Comptroller of the Treasury on June 1, 2015.
We conducted a follow-up of the prior audit findings as part of the current audit.

RESOLVED AUDIT FINDINGS
The current audit disclosed that Upper Cumberland resolved the previous audit finding that
the agency did not ensure the accuracy of applicant data and apply eligibility standards consistently
for the Low Income Home Energy Assistance Program.
The current audit also disclosed that Upper Cumberland resolved the previous audit finding
that the agency did not deposit Community Corrections offender fees within 72 hours of collection.
While this condition was resolved, our work revealed a new condition, that staff did not securely
store offender fees awaiting deposit. See Observation UC9.

REPEATED AUDIT FINDINGS
The prior audit report contained a finding stating that Upper Cumberland did not conduct
timely criminal background checks and registry reviews for employees and volunteers in the
Nutrition and In-Home Services programs. The current audit disclosed that management and staff
still did not comply with background check requirements. See Finding UC3.
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MID-CUMBERLAND HUMAN RESOURCE AGENCY
UPPER CUMBERLAND HUMAN RESOURCE AGENCY

GOVERNING BOARD, POLICY COUNCIL, AND EXECUTIVE COMMITTEE
Findings and Observations
Finding UC1 – Upper Cumberland’s governing board and policy
council were not composed according to statute (page 337)
Finding UC2 – Upper Cumberland’s governing board, policy council,
and executive committee members did not attend meetings, and the
policy council conducted business without a quorum (page 339)
Observation UC1 – Upper Cumberland’s governing board did not submit
updates to the agency’s travel policy and personnel procedures to the
Department of Finance and Administration and did not submit updates to
the procurement policy to the State Procurement Commission (page 341)
Observation UC2 – Upper Cumberland’s governing board, policy
council, and executive committee members did not submit conflict-ofinterest disclosure forms (page 342)
Observation UC3 – Upper Cumberland’s bylaws for the governing
board, policy council, and executive committee do not address public
comment at meetings (page 343)
Observation UC4 – Upper Cumberland’s governing board, policy
council, and executive committee did not ensure adequate public notice
for meetings (page 343)

Exec.
Comm.

Board

Council

X

X

X

X

X

X

X

X

X

X

X

X

X

X

X

AGENCY OPERATIONS
Findings and Observations
Finding UC3 – As noted in the prior audit, Upper Cumberland management did not have internal
controls in place to ensure staff conducted background checks and registry reviews for In-Home
Services employees and Nutrition volunteers, resulting in noncompliance (page 346)
Finding UC4 – Upper Cumberland’s management review of shared costs did not detect errors,
resulting in the agency overpaying $5,070 in administrative costs (page 350)
Observation UC5 – Upper Cumberland’s management should improve the agency’s internal controls by
conducting an annual risk assessment to identify operational and fiscal risks, including those related to fraud,
waste, abuse, errors, and noncompliance (page 351)
Observation UC6 – Upper Cumberland did not bond agency employees and board members in accordance
with statute (page 352)
Observation UC7 – To assist the oversight bodies with their responsibility to achieve the agency’s
mission, Upper Cumberland management should review and communicate when employee turnover rates
may impact mission; furthermore, management should take steps to generate reliable data to perform
these analyses (page 353)
Observation UC8 – Upper Cumberland management did not have an agency-wide complaint monitoring
process to ensure program areas track, investigate, and resolve client complaints timely (page 354)
Observation UC9 – Upper Cumberland management did not properly safeguard offender payments
before depositing them (page 354)
Observation UC10 – Upper Cumberland management’s records retention policy does not include
guidance concerning records destruction procedures (page 355)

332

BACKGROUND

Governing Board
Upper Cumberland’s governing board is composed of 61 members: 14 county mayors, 31
city mayors, 14 local agency representatives, 1 state senator, and 1 state representative (see
Finding UC1 on board structure). The board meets annually in October, although individual
committees meet every other month. At the annual meetings, the governing board hears reports
and updates presented by agency staff and votes on agency business such as grant funding
applications, policies, and budgets.
Policy Council
Upper Cumberland’s policy council is composed of 31 members: 17 provider
representatives and 14 consumer representatives. According to agency bylaws, the 17 provider
representatives are the 14 county mayors who serve on the agency’s governing board and 3 city
mayors elected annually by mayors of incorporated towns in Upper Cumberland’s service area.
The policy council meets at least 6 times per year.
MATTER FOR LEGISLATIVE
CONSIDERATION: UPPER CUMBERLAND

Executive Committee
The governing board appointed an executive
committee to act for it, as permitted by statute. The
executive committee consists of 30 members, who
are also governing board members: 14 county
mayors, 14 city mayors, 1 state senator, and 1 state
representative. The executive committee meets at
least 6 times annually.
Quorum
According to the bylaws, 33% plus one
member of the governing board, policy council, or
executive committee constitutes a quorum for the
purpose of conducting business.
Executive Director

Upper Cumberland has an active
governing board, executive committee,
and policy council.
The governing board has appointed
and authorized an executive
committee to act for it; however, the
governing board has retained its
ratification powers for both the actions
of the policy council and the executive
committee.
The policy council’s actions are
subject to ratification by the executive
committee and the governing board.
See the Matter for Legislative
Consideration on page 14.

The agency’s daily operations and personnel decisions are the responsibility of the
Executive Director, who is appointed by the policy council. The agency has approximately 350
employees.
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Shared Management
Upper Cumberland entered into a shared management agreement with the Upper
Cumberland Development District, effective August 21, 2018. The two entities also share
administrative staff, including the Executive Director and the Finance Director.

AUDIT CONCLUSIONS

GOVERNING BOARD, POLICY COUNCIL, AND EXECUTIVE COMMITTEE
Governing Board
1.

Audit Objective: Is the governing board composed according to statute?
Conclusion:

2.

Audit Objective: Given the governing board’s decision to delegate its authority to the policy council, did the
governing board retain and fulfill its responsibility for reviewing and approving the council’s
actions and decisions?
Conclusion:

3.

The governing board does not have a policy concerning member meeting attendance. We
found that some members missed meetings frequently and others did not attend at all. See
Finding UC2.

Audit Objective: Did the governing board meet and achieve the quorum standards established in the bylaws
and state statute?
Conclusion:

6.

Upper Cumberland management did not provide documentation that the agency submitted
the travel regulations to the Department of Finance and Administration (F&A) for approval.
Management also did not provide documentation that the agency’s personnel policy and
compensation plan was filed with F&A or that the system of competitive bidding was filed
with the State Procurement Commission. See Observation UC1.

Audit Objective: Did the governing board have a policy to address attendance for all oversight bodies and did
governing board members consistently attend meetings?
Conclusion:

5.

The governing board retained its responsibility for reviewing and approving the policy
council’s actions and decisions.

Audit Objective: Has the governing board adopted travel regulations, developed a system of competitive
bidding, and developed personnel procedures, as outlined in Section 13-26-108, Tennessee
Code Annotated?
Conclusion:

4.

Upper Cumberland’s governing board is not composed according to statute. See Finding
UC1.

The governing board achieved quorum at all meetings held during our audit period.

Audit Objective: Did the governing board have policies and procedures in place to disclose board members’
conflicts of interests?
Conclusion:

Although Upper Cumberland management has adopted a policy that is stated within the
employee handbook, the policy does not have any procedures instructing governing board
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members on how and how frequently to disclose potential conflicts of interest. Upper
Cumberland management informed us that they follow guidance provided by the federal
Community Services Block Grant (CSBG), which directs that the governing board must sign
conflict-of-interest forms at a minimum of every two years. See Observation UC2.
7.

Audit Objective: Did governing board members annually complete and sign conflict-of-interest forms?
Conclusion:

8.

Audit Objective: Did governing board policy allow for public comment at meetings?
Conclusion:

9.

Upper Cumberland management did not obtain conflict-of-interest statements from every
governing board member during fiscal years 2017, 2018, 2019, and 2020 even though they
informed us they follow CSBG guidance. See Observation UC2.

The governing board did not have policies or procedures that allow for public comment at its
meetings. Through reviewing the governing board meeting minutes, we found that neither
management nor the board recorded whether public citizens attended the meetings or made
comments. See Observation UC3.

Audit Objective: Did the governing board give public notice before all meetings?
Conclusion:

The governing board did not provide adequate public notice before all meetings. See
Observation UC4.

Policy Council
10. Audit Objective: Is the policy council composed according to the bylaws and statute?
Conclusion:

Upper Cumberland’s policy council was not composed according to Section 13-26-104,
Tennessee Code Annotated. See Finding UC1.

11. Audit Objective: Did policy council members consistently attend meetings?
Conclusion:

Policy council members did not consistently attend meetings. See Finding UC2.

12. Audit Objective: Did the policy council meet and achieve the quorum standards established in the bylaws and
state statute?
Conclusion:

Policy council members did not achieve quorum standards established in statute and agency
bylaws. See Finding UC2.

13. Audit Objective: Did the policy council have policies and procedures in place to disclose council members’
conflicts of interest?
Conclusion:

Although Upper Cumberland management has adopted a policy that is stated within their
employee handbook, the policy does not have any procedures instructing policy council
members on how and how frequently to disclose potential conflicts of interest. Agency
management informed us that they follow CSBG guidance, which directs that the governing
board must sign conflict-of-interest forms at a minimum of every two years. See
Observation UC2.

14. Audit Objective: Did policy council members annually complete and sign conflict-of-interest forms?
Conclusion:

Upper Cumberland did not obtain conflict-of-interest statements from every policy council
member during fiscal years 2017 through 2020. See Observation UC2.

15. Audit Objective: Did council policy allow for public comment at meetings?
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Conclusion:

The policy council did not have a policy to allow for public comment at meetings. See
Observation UC3.

16. Audit Objective: Did the policy council give public notice before all meetings?
Conclusion:

The policy council did not provide adequate public notice before all meetings. See
Observation UC4.

Executive Committee
17. Audit Objective: Is the executive committee composed according to the bylaws?
Conclusion:

Yes, the executive committee was properly structured according to the bylaws.

18. Audit Objective: Did executive committee members consistently attend meetings?
Conclusion:

The executive committee had members who did not consistently attend meetings. See
Finding UC2.

19. Audit Objective: Did the executive committee meet and achieve the quorum standards established in the
bylaws and state statute?
Conclusion:

Yes, the committee achieved a quorum in all meetings tested during our audit period.

20. Audit Objective:

Did the executive committee have policies and procedures in place to disclose committee
members’ conflicts of interest?

Conclusion:

Although Upper Cumberland management has adopted a policy that is stated within the
employee handbook, the policy does not have any procedures instructing governing board
members on how and how frequently to disclose potential conflicts of interest. Agency
management informed us that they follow CSBG guidance, which directs that the executive
committee must sign conflict-of-interest forms at a minimum of every two years. See
Observation UC2.

21. Audit Objective: Did executive committee members annually complete and sign conflict-of-interest forms?
Conclusion:

No, we found that not all committee members signed the conflict-of-interest form annually,
and if a form was not signed, there was no process to report conflicts to management. See
Observation UC2.

22. Audit Objective: Did executive committee policy allow for public comment at meetings?
Conclusion:

No, the executive committee did not have a policy to allow public comment, and we found
no evidence that the public attended or commented during executive committee meetings.
See Observation UC3.

23. Audit Objective: Did the executive committee give public notice before all meetings?
Conclusion:

No, the executive committee did not provide public notice for seven meetings.
Observation UC4.

336

See

Finding UC1 – Upper Cumberland’s governing board and policy council were not composed
according to statute
Criteria and Condition
Governing Board
Section 13-26-103(a), Tennessee Code Annotated, requires that the Upper Cumberland
governing board membership include local agency representatives from each of the 14 counties in
its service area “knowledgeable of and dealing with the problems concerning human resource
agencies” who are appointed by the county mayor or chair of the respective counties. This
requirement is also stated in Upper Cumberland’s governing board’s bylaws.
Upper Cumberland’s governing board did not include all members as required by statute.
In fiscal years 2019 and 2020, there were vacancies in the board’s 14 local agency representative
positions. Furthermore, management could not provide evidence that members occupying local
agency representative positions on Upper Cumberland’s governing board met the position’s
statutory criteria. Based on our research of members’ qualifications, we found that some members
did not meet statutory criteria because they did not represent local agencies; instead, they included
owners of businesses in unrelated industries and former elected officials (see Table 1).
Table 1
Upper Cumberland Governing Board Vacancies, Fiscal Years 2018–2020
Fiscal
Year
2018
2019
2020

Positions Vacant
None
2 local agency representatives –
Macon and Pickett Counties
2 local agency representatives –
Macon, Pickett, and Smith Counties

Positions Held by Members Not Meeting
the Statutory Definition for the Position
16 1 local agency representatives
10 local agency representatives
9 local agency representatives

Source: Upper Cumberland governing board member list obtained from management.

Policy Council
Section 13-26-103, Tennessee Code Annotated, states that the membership of a human
resource agency’s policy council must be “equitably distributed between providers and consumers
of human resource services.” Upper Cumberland’s policy council is composed of 14 consumers
of human resource services, 14 county mayors, and 3 city mayors. None of the county or city
mayors who sit on the council provide agency services. Furthermore, management could not
provide documentation to show that 9 of the 25 (36%) consumer members who sat on the policy
council during our audit period used agency services, and the policy council had 2 consumer
representative positions vacant in fiscal year 2019 and 3 consumer representative positions vacant
in fiscal year 2020.
This number includes members from two counties that had more than one local agency representative on the
governing board during the fiscal year.
1
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Cause
Upper Cumberland’s Executive Director explained that the governing board’s local agency
representative positions and the policy council’s consumer representative positions are voluntary.
The board and council have difficulty finding qualified individuals who are interested in serving
in these uncompensated roles. He further explained that once Upper Cumberland provides the
board and council with a list of qualified individuals, it is up to the county mayors to appoint these
individuals, which takes time. Some mayors are active with the board and are quick to appoint
representatives, while others are not as active and are not as quick to appoint someone.
Upper Cumberland’s bylaws designate 14 county mayors and 3 city mayors as the provider
representatives for the policy council. According to the bylaws, “[County and city mayors] are
designated as providers in order to have the broadest possible base of representation of human
resources in each county.” The bylaws conflict with statutory requirements for this position,
however, because county and city mayors do not provide human resource agency services as a part
of their duties.
Effect
When governing board and policy council membership does not align with statutory
requirements, individuals who rely on the agency’s services and who are directly responsible for
providing these services are not represented on the council. As a result, there is an increased risk
that the actions and decisions of the governing bodies—and the agency as a whole—may not
effectively serve the best interests of area citizens.
Recommendation
The governing board chair should work with the agency’s Executive Director to develop
procedures to ensure that vacant positions are filled timely by individuals who meet statutory
qualifications. The governing board should appoint a policy council that includes providers and
consumers of human resource services, and the board’s county mayors should promptly fill
vacancies as they arise. The governing board should also amend the agency’s bylaws to reflect
statutory requirements.
Board’s and Management’s Comments
We concur to this finding and will work to ensure that the board is properly composed in
a timely manner. This will take time as a change in by-laws may be needed and for County Mayors
to locate and solicit individuals to fill these slots.
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Finding UC2 – Upper Cumberland’s governing board, policy council, and executive
committee members did not attend meetings, and the policy council conducted business
without a quorum
Condition
Governing Board Attendance
Based on our review of Upper Cumberland’s governing board member attendance,
approximately 60% of the members did not attend the board’s annual meetings in fiscal years 2018
and 2019 (see Table 2).
Table 2
Upper Cumberland Governing Board Annual Meeting Attendance, Fiscal Years 2018–2020
Total Members

2

Number of Members Absent
Percent Absent

Source: Upper Cumberland governing board meeting minutes.

FY 2018
66

FY 2019
61

39

37

59%

61%

Policy Council Attendance and Quorum
Based on our testwork, 25 of 50 members (50%) who sat on the policy council in fiscal
year 2018 attended less than 50% of the meetings that year. For fiscal year 2019, 28 of 51 policy
council members (55%) attended less than 50% of the meetings.
We also determined that the policy council conducted business without achieving a quorum
at 2 of 8 meetings (25%) in fiscal year 2018, and at 1 of 7 meetings (14%) in fiscal year 2019. At
those meetings, the council and voted to take action on items, including
•

approving amendments to the agency’s bylaws,

•

appointing an interim Executive Director, and

•

approving major software purchases.

Executive Committee Attendance
Based on our testwork, 10 of 31 members (32%) who sat on the executive committee in
fiscal year 2018 attended less than 50% of the meetings that year. For fiscal year 2019, 18 of 42
executive committee members (43%) attended less than 50% of the meetings.

2

Total members is the number of members in office during the fiscal year, not including vacancies.
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Criteria
Poor attendance by members of the oversight body can send the wrong message about the
oversight body’s commitment to its purpose. The Government Accountability Office’s Standards
for Internal Control in the Federal Government (Green Book) is considered best practice for nonfederal entities. Green Book Principles 1.03 and 1.04 state,
1.03 The oversight body and management lead by an example that demonstrates the
organization’s values, philosophy, and operating style. The oversight body and
management set the tone at the top and throughout the organization by their example, which
is fundamental to an effective internal control system.
1.04 The oversight body’s and management’s directives, attitudes, and behaviors reflect
the integrity and ethical values expected throughout the entity. The oversight body and
management reinforce the commitment to doing what is right, not just maintaining a
minimum level of performance necessary to comply with applicable laws and regulations,
so that these priorities are understood by all stakeholders, such as regulators, employees,
and the general public.

Cause
Upper Cumberland’s Executive Director stated that the low attendance is partly due to a
contentious period related to the end of the previous Executive Director’s tenure in February
2018, 3 but he also stated that some mayors do not want to make a several hour trip when the agenda
only contains a few items. He mentioned that it is more difficult for city mayors to attend because
they have other jobs besides being mayor. He suggested that allowing members to attend meetings
via teleconference or proxy could help boost attendance.
Effect
By failing to attend meetings, governing board and committee members increase the risk
of ineffective oversight and governance of personnel, fiscal, and program areas and increase the
risk that the governing bodies will not effectively represent the areas served by the agency.
Without achieving a quorum, the policy council cannot legally conduct business at the
meetings. When the policy council does not ensure its members attend meetings and does not
meet quorum requirements, council leadership is unable to hear and consider all public interests
as intended.
Recommendation
The agency should establish a policy that addresses minimum attendance requirements for
the governing board, policy council, and executive committee. The board chair should consider
measures to encourage participation, such as publicly posting the attendance for each meeting and
allowing virtual participation.
In February 2018, the board placed the prior Executive Director under investigation, which resulted in his suspension
and dismissal.

3
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Board’s and Management’s Comments
We concur to the facts of this finding but reiterate that for the positions filled by elected
officials neither the agency nor the board has any enforcement power. We would encourage the
General Assembly to change legislation to allow our boards to operate virtually beyond the current
executive order due to Covid-19. To assist our elected officials who are not full-time mayors, we
would also ask that the General Assembly change existing legislation to allow proxy votes.

Section
Section 13-26-108,
13-26-108, Tennessee
Tennessee Code
Code
Annotated,
states
that
Annotated, states that the
the governing
governing board
board
of
of each
each human
human resource
resource agency
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(1) Jointly adopt statewide uniform
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travel regulations subject to the
regulations subject to the approval of
approval of the commissioner of
the commissioner of finance and
finance and administration and
administration and reimburse its
reimburse its officers and
officers and employees for official
employees for official travel in
travel in conformance with such
conformance with such regulations;
regulations;
(2) Develop a system of competitive
(2) Develop a system of competitive
bidding on purchases of supplies and
bidding on purchases of supplies
equipment and other contracts and
and equipment and other contracts
submit the written procedures
and submit the written procedures
governing such system to the state
governing such system to the state
procurement commission for
procurement commission for
approval; and
approval; and
(3)
(3)Develop
Developwritten
writtenpersonnel
personnel
procedures
procedurestotobe
befiled
filedwith
withthe
the
commissioner
commissionerofoffinance
financeand
and
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forthe
thehiring,
hiring,
promotion,
promotion,demotion
demotionand
anddismissal
dismissal
ofofall
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and
include
all employees and includean
an
employee
employeecompensation
compensationplan
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onaasalary
salarycomparability
comparabilityanalysis,
analysis,
which
whichtakes
takesinto
intoaccount
accountstate
statesalary
schedules,
local
government
salary
salary schedules, local government
schedules,
and
regional
private
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market variations.

Observation UC1 – Upper Cumberland’s
governing board did not submit updates to the
agency’s travel policy and personnel procedures to
the Department of Finance and Administration and
did not submit updates to the procurement policy
to the State Procurement Commission
Upper Cumberland’s management could
not provide documentation that the governing
board submitted the agency’s current travel policy
and personnel procedures to the Department of
Finance and Administration (F&A) and the
agency’s procurement policy to the State
Procurement Commission for approvals, as required
by statute. Without oversight by the state’s
regulatory body to ensure travel and personnel
policies are in line with the state’s policies and
procedures, the board increases the risk that the
agency is not complying with the intent of the state
statute and related policies and procedures. The
governing board chair should work with the
Executive Director to develop and implement
internal control procedures to ensure that the
governing board complies with statutory
requirements for filing and receiving approval of its
policies and procedures.
This matter is also discussed in the Matter
for Legislative Consideration on page 14 of this
report.
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Observation UC2 – Upper Cumberland’s governing board, policy council, and executive
committee members did not submit conflict-of-interest disclosure forms
Based on our review, the members of Upper Cumberland’s governing board, policy
council, and executive committee did not submit annual conflict-of-interest disclosure forms. See
Table 3.
Table 3
Upper Cumberland Governing Board, Policy Council, and Executive Committee Members
Without Signed Conflict-of-Interest Forms
Fiscal Years 2017–2018 Through 2019–2020
Governing Body

Fiscal Year

Total
Members 4

Governing Board
Governing Board
Governing Board
Policy Council
Policy Council
Policy Council
Executive Committee
Executive Committee
Executive Committee

2017–2018
2018–2019
2019–2020
2017–2018
2018–2019
2019–2020
2017–2018
2018–2019
2019–2020

74
76
63
46
45
37
31
31
30

Members
Without
Forms
67
44
39
41
33
18
31
21
10

Percent of
Members Without
Submitted Forms
91%
58%
62%
89%
73%
49%
100%
68%
33%

Source: Upper Cumberland conflict-of-interest disclosure forms provided by management.

Based on our review of the conflict-of-interest process, we determined that Upper
Cumberland requires members of the governing board, policy council, and executive committee
to submit conflict-of-interest disclosure forms in keeping with the guidance of the Community
Services Block Grant, which requires conflict-of-interest forms at a minimum of every two years
rather than annually. Based on our review, however, board, council, and committee members did
not submit signed forms every two years. Upper Cumberland’s Executive Director stated that the
agency went through a contentious period recently, 5 so many mayors do not want to be associated
with the agency and were reluctant to sign statements. He also stated that some members refused
to sign an official statement and would disclose potential conflicts when the governing bodies
conducted business.
To ensure Upper Cumberland’s governing board, policy council, and executive committee
conduct business free from the appearance of a conflict of interest, members should submit and
update conflict-of-interest forms at least annually.

“Total members” indicates the members in office during the fiscal year and does not include vacancies.
In February 2018, the board placed the prior Executive Director under investigation, which resulted in suspension
and dismissal.
4
5
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Management should work with the chairs of the governing board, policy council, and
executive committee to develop methods to ensure members regularly disclose potential conflicts
of interest.
Observation UC3 – Upper Cumberland’s bylaws for the governing board, policy council, and
executive committee do not address public comment at meetings
Upper Cumberland’s bylaws do not specifically allow public comment at scheduled
meetings. The Executive Director stated that he does not see this as a problem, but it is something
that could be added at the discretion of the governing board, policy council, and executive
committee. He explained that the governing board, policy council, and executive committee
meetings have always been open, and the members would hear public comments if there were any.
In his experience, however, the general public usually does not attend these meetings. He stated
that the board is composed of elected officials who are very attentive to the needs of the public
and are always open to hear public opinion.
According to Green Book Principle 15.02,
Management communicates with and obtains quality information from external parties
using established reporting lines. Open two-way external reporting lines allow for this
communication. External parties include suppliers, contractors, service organizations,
regulators, external auditors, government entities, and the general public.

Without formal processes for members of the public to comment at meetings, the risk
increases that the public will not be afforded the opportunity to ask questions, offer comments, or
express opinions that might offer new perspective that could contribute to improving the agency’s
programs and services. The oversight bodies should develop a policy or amend bylaws to include
procedures to ensure the public has the opportunity to make comments at meetings. The chairs
should ensure that meeting agendas include a time for public comment.
Observation UC4 – Upper Cumberland’s governing board, policy council, and executive
committee did not ensure adequate public notice for meetings
As governing bodies, Upper Cumberland’s governing board, policy council, and executive
committee meetings must comply with adequate public notice provisions found in Title 8, Chapter
4, Tennessee Code Annotated, the Tennessee Open Meetings Act. Pursuant to Section 8-44-103,
Tennessee Code Annotated, all meetings of governmental bodies must “give adequate public
notices of such meeting.” Agency management stated that they publish public notice for meetings
in various local newspapers, including the Herald-Citizen based in Cookeville, Tennessee.
Agency management believes this publication has the largest circulation in the agency’s service
area.
Based on our review of governing board, policy council, and executive committee meetings
held during our audit period, we determined the following:
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•

Upper Cumberland’s governing board did not provide public notice for 1 of 3 (33%)
annual governing board meetings held during our audit period.

•

Upper Cumberland’s policy council did not provide public notice for 2 of 19 (11%)
policy council meetings held during our audit period.

•

Upper Cumberland’s executive committee did not provide public notice for 7 of 17
(41%) executive committee meetings held during our audit period.

The Director of Administrative Services could not locate public notice documentation for
all governing board, policy council, and executive committee meetings held during our audit
period. We contacted an administrative assistant at the Herald-Citizen, who confirmed that the
agency did not publish notices in the newspaper for those meeting dates. The Executive Director
explained that the agency must have overlooked providing public notice because, at the time of
those meetings, the prior Executive Director was under investigation and ultimately dismissed
from the agency.
The Executive Director stated that his executive assistant now uses a checklist to ensure
the agency issues adequate public notice for the governing board, policy council, and executive
committee meetings. Upper Cumberland may also wish to consider providing notice of known
meeting dates on the agency’s website.
AGENCY OPERATIONS
24. Audit Objective: Did agency management conduct an annual risk assessment to identify and document the
agency’s risks and controls so that management can effectively mitigate the risks of error,
noncompliance, fraud, waste, and abuse?
Conclusion:

Upper Cumberland management did not conduct an annual risk assessment.
Observation UC5.

See

25. Audit Objective: Is the agency in compliance with bond requirements as outlined in statute?
Conclusion:

The agency is not in compliance with bond requirements as outlined in statute or with its own
policy. See Observation UC6.

26. Audit Objective: Did employee turnover create problems with the agency’s operations or the board and
management’s ability to meet its mission?
Conclusion:

Upper Cumberland’s management does not routinely calculate and review employee turnover
to determine if there is an impact on the agency’s ability to meet mission; the agency also did
not have reliable employee separation data. See Observation UC7.

27. Audit Objective: Did management have a formal, agency-wide monitoring process to ensure program areas
track, investigate, and resolve client complaints timely?
Conclusion:

Management did not have a formal, agency-wide monitoring process to ensure program areas
track, investigate, and resolve client complaints timely. See Observation UC8.
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28. Audit Objective: In response to the prior audit finding, did management implement processes to ensure timely
background checks and registry reviews for the Nutrition and In-Home Services staff and
volunteers?
Conclusion:

Management did not design or implement internal controls to ensure that staff completed
background checks and registry reviews for Nutrition and In-Home Services employees and
volunteers. See Finding UC3.

29. Audit Objective: In response to the prior audit finding, did management implement policies and procedures to
ensure the timely deposit of collections from offender payments for the Community
Corrections program?
Conclusion:

Management implemented policies and procedures to ensure the timely deposit of offender
payments for the Community Corrections program; however, we found staff did not securely
store offender fee payments awaiting deposit. See Observation UC9.

30. Audit Objective: In response to the prior audit finding, did management implement policies and procedures to
ensure staff entered accurate and complete applicant data for the Low Income Home Energy
Assistance Program to determine benefits and apply eligibility standards consistently?
Conclusion:

We determined that Upper Cumberland management implemented policies and procedures
to ensure staff entered accurate and complete applicant data for the Low Income Home
Energy Assistance Program to determine benefits and apply eligibility standards consistently.

31. Audit Objective:

In response to the May 2018 investigation report, did Upper Cumberland and its board
implement processes to ensure that all travel is in accordance with federal, state, and agency
regulations, policies, and procedures for business-related travel for both agency personnel
and board/policy council members?

Conclusion:

Upper Cumberland management and the board implemented processes to ensure that all
travel is in accordance with federal, state, and agency regulations, policies, and procedures
for business-related travel for both agency personnel and board/policy council members, with
minor exceptions.

32. Audit Objective: Did Upper Cumberland management charge shared management costs in accordance with
the shared administrative cost plan?
Conclusion:

Agency management did not charge shared management costs in accordance with the shared
administrative cost plan. See Finding UC4.

33. Audit Objective: Did the agency have a formal records management policy governing public records?
Conclusion:

The agency’s Executive Director provided us with a formal records management policy for
all public records. However, the policy does not include destruction procedures. See
Observation UC10.

34. Audit Objective: Is Upper Cumberland’s governing board and management operating and conducting
activities to meet the statutory mission, as prescribed in Tennessee Code Annotated?
Conclusion:

Upper Cumberland’s governing board and management are operating and conducting
activities to meet its statutory mission to serve as the delivery system for human resources.
We also found that the agency is meeting its mission to promote a strong sense of community
and family values.
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Finding UC3 – As noted in the prior audit, Upper Cumberland management did not have
internal controls in place to ensure staff conducted background checks and registry reviews
for In-Home Services employees and Nutrition volunteers, resulting in noncompliance
Results of Prior Audit
In the prior audit, we found that Upper Cumberland did not conduct timely criminal
background checks and registry reviews of Nutrition and In-Home Services employees and
volunteers. In response to the prior audit finding, management concurred and stated they would
develop policies and procedures for background checks in the Nutrition program to comply with
background check and registry review requirements.
Current Audit
Based on our current testwork, management does not have strong internal controls in place
to ensure staff obtain criminal background checks and perform registry reviews for all Nutrition
and In-Home Services staff. Although Upper Cumberland had a policy to comply with background
check and registry review requirements, the policy did not include procedures outlining the
responsibilities between the Human Resources section and the program area.
Background, Criteria and Condition
Upper Cumberland contracts with the Upper Cumberland Area Agency on Aging and
Disability 6, the Tennessee Department of Human Services, and the Division of TennCare’s
(TennCare) managed care organizations (MCOs) to provide nutrition and in-home 7 services to
elderly, disabled, and/or vulnerable residents of the Upper Cumberland region. See Table 4 for a
description of these programs and contracts.
Table 4
Upper Cumberland Nutrition and In-Home Services Programs
Program

Contracting Entity

Nutrition- Congregate
Meals & Home
Delivered Meals

Upper Cumberland Area
Agency on Aging and
Disability (UCAAAD)

Home and Community
Based ProgramsCaregiver, Options, and
Long-Term Choices

UCAAAD
MCOs – Amerigroup, United
Healthcare, and BlueCare

Description of Services Provided

This program provides hot, nutritious noontime meals at congregate sites and ensures
daily social contact for persons over 60.
Home delivered meals are provided to
eligible home bound persons that are unable
to attend congregate meal sites.
This program provides homemaker,
personal care, sitter services, and home
delivered meals to elderly and adults with a
disability.

The Upper Cumberland Area Agency on Aging and Disability requires the HRA to comply with standards set by the
Tennessee Commission on Aging and Disability (TCAD).
7
In-Home Services includes programs such as Home and Community Based Services programs and Social Services
Block Grant Protective Services. Nutrition includes programs such as Congregate Meals and Home Delivered Meals.
6
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Social Services Block
Grant (SSBG)
Protective Services
Homemaker

Tennessee Department of
Human Services (TDHS)

This program provides in-home services to
low-income, elderly, or disabled adults who
are referred by TDHS Adult Protective
Services due to allegations of abuse,
neglect, or exploitation.

Source: Upper Cumberland Annual Reports, Contracts, and Services Agreements.

These contracts require Upper Cumberland management to take steps to protect their clients by
performing background checks on employees and reviews of the following registries/lists on
employees and volunteers before they serve clients:


Tennessee Abuse Registry,



Tennessee Felony Offender Registry (FOIL),



National Sex Offender Registry,



Tennessee Sex Offender Registry, and



List of Excluded Individuals/Entities (LEIE).

These requirements vary, based on the program, contracting entity, type of client, and
whether employees and volunteers have direct contact with clients. Since Nutrition and In-Home
Services staff and volunteers serve different types of clients across multiple programs, the agency
should follow the most stringent background and registry checks across programs. In addition, the
Upper Cumberland Employee Handbook states that the Human Resources staff conduct
background checks as part of the hiring process.
During our audit period, Upper Cumberland used private entities, HireRight and DataFacts,
to perform criminal background checks on Nutrition and In-Home Services employees. The
Human Resources Assistant Director was not aware that HireRight and DataFacts included registry
reviews in their background checks because the vendors did not provide a record of the specific
registries checked on the background check report. Upper Cumberland personnel performed initial
registry reviews for employees and volunteers.
We were unable to independently verify the population of employees and volunteers due
to the agency’s inability to provide reliable data. (See Observation UC7). To further illustrate,
we found registry review documentation for nine volunteers that were not included in the original
list of volunteers provided by management.
We performed testwork on the pre-employment checks conducted by the vendor and
agency staff on all 13 Nutrition and In-Home Services direct care employees and 30 Nutrition
volunteers who started work during our audit period. We identified deficiencies in the agency’s
performance of these checks as shown in Table 5.
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Table 5
Testwork Results of Employee Background Checks
National Sex Offender
Registry

Deficiency Identified
Pre-Employment Checks
Not Completed or Not
Documented

Abuse
Registry

LEIE

11 of 13 employees
(85%)

5 of 13 employees
(38%)

5 of 13 employees
(38%)

11

5

5

Source: Upper Cumberland Nutrition and In-Home Services personnel files.

Table 6
Testwork Results of Volunteer Background Checks

Deficiency
Identified
Not Performed
Correctly 8
Pre-Employment
Checks Not
Completed
Performed Late

TN Sex
Offender
Registry

National Sex
Offender
Registry

Abuse
Registry

LEIE

FOIL

30 of 30
volunteers
(100%)

30 of 30
volunteers
(100%)

30 of 30
volunteers
(100%)

30 of 30
volunteers
(100%)

2

2

2

2

2

3

2

2

2

2

25

26

26

26

26

30 of 30
volunteers
(100%)

Source: Upper Cumberland Nutrition and In-Home Services personnel files.

If we determined that the agency had not done its own registry review for an employee or
volunteer, we reperformed the registry review. We did not find information on any employees or
volunteers that would preclude either the employee or the volunteer from working with the
vulnerable clients.
Cause
Unreliable Volunteer Records
For volunteers, the Community Services Director believes the problem occurred due to a
lack of communication between the County Coordinators and the Community Services Clerk. In
addition, according to the Community Services Director, there were staff changes in the Nutrition
program and management did not retain all volunteer records for the program.

Improper checks were performed as a result of staff data entry errors, such as misspelled names or transposed first
and last names.
8
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Registry Review Data Entry Errors
According to the Human Resources Assistant Director, the Human Resources Director
does not perform a supervisory review unless the background checks indicate there was a potential
issue. As for the registry reviews, the Community Services Director stated that there were a lot of
program staff changes, but no supervisory review was performed on the Community Services
Clerk’s work.
Registry Review Noncompliance
The Community Services Director stated that the problem occurred due to
miscommunication. The Community Services Director had the understanding that the Human
Resources staff were performing the initial registry reviews, but she later found out that those
initial reviews were not always performed. She indicated that employees were aware of the proper
procedures but might need further training and to improve tracking to ensure timeframes are met.
Effect
Performing and maintaining background checks and registry reviews allow Upper
Cumberland management to ensure and maintain evidence that only appropriate individuals are
allowed to work in and volunteer to deliver to the homes of its clients, which include elderly and
vulnerable populations. When management does not conduct the contractually required
background checks and registry reviews, there is an increased risk that someone who poses a threat
could have access to clients’ homes.
Recommendation
The Executive Director should improve communication between the county staff and the
agency to ensure the volunteer listing is reliable. The Executive Director should direct
management to conduct a comprehensive review to ensure that all employees and volunteers have
complete background check results on file. The Executive Director should ensure that
management implements sufficient controls to ensure that staff and vendors have conducted
accurate, complete background checks. The Executive Director and management should work
with the agency’s vendor to include the results of all required registry reviews on the background
check results page.
Board’s and Management’s Comments
We concur to this finding and will ensure that background checks and registry reviews will
be conducted on all employees and volunteers.
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Finding UC4 – Upper Cumberland’s management review of shared costs did not detect
errors, resulting in the agency overpaying $5,070 in administrative costs
Upper Cumberland Human Resource Agency entered into a shared management agreement
with Upper Cumberland Development District (UCDD) in August 2018. Under the agreement,
UCDD serves as the lead entity with an Executive Director and Finance Director overseeing both
agencies. As of March 1, 2019, the two entities divide the costs associated with their shared
finance and administration functions using an administrative cost pool. According to the cost
allocation plan, UCDD incurs all costs associated with the administrative cost pool, and Upper
Cumberland reimburses UCDD for its portion.
Condition and Cause
For 2 of 5 months tested (40%), the UCDD Deputy Finance Director improperly calculated
Upper Cumberland’s share of administrative costs. Although Upper Cumberland’s program
directors initialed the shared costs payment voucher to signify that they reviewed and agreed with
the costs, their review process did not detect the calculation errors. Because of these improper
calculations, Upper Cumberland overpaid its portion of the shared administrative cost allocation
by $5,070 (see Table 7).
Table 7
Shared Administrative Cost Calculation Errors
Item No.
1
2

Month
October 2019
December 2019
Totals

Amount
Allocated
$160,312
125,561
$285,873

Corrected
Allocation
$157,703
123,100
$280,803

Difference
$2,609
2,461
$5,070

Percentage
Difference
2%
2%
2%

Source: Auditor recalculation of Upper Cumberland’s monthly administrative cost allocation worksheets.

The UCDD Deputy Finance Director attributed the cause of the discrepancy to human error
caused by reusing the previous months’ spreadsheets to prepare the calculation. We reviewed the
previous months’ spreadsheets and confirmed that he did not clear out all of the prior month’s
information each time before making the current month’s calculations. He stated that the program
directors did not catch his errors because the directors are accustomed to their administrative costs
falling within a range, which varies for each program, and they would only investigate the charge
if it fell outside the expected range.
Criteria
According to Upper Cumberland and UCDD’s indirect cost rate proposal, “UCDD will
incur all costs associated with the administrative cost pool. UCHRA [Upper Cumberland] will
reimburse [UCDD for] their allocated [costs].” The basis for the shared cost allocation “will be
directly related to the total amount of each program's direct salaries . . . divided by the total salaries
for all programs . . . The applicable rate for each program will then be applied to the total
administrative expenses for that month for which they are incurred.”
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Green Book Principle 10.03 states that management should design control activities which
help fulfill responsibilities and address risks. Control activities can be transactional or entity-level.
Principle 10.10 gives examples of transactional controls such as verifications, reconciliations, and
authorizations and approvals, which are built directly into operational processes to address risks.
Lastly, Principle 12.02 states that management should document responsibilities in the entity’s
policies.
Effect
When the program directors do not exercise due diligence in reviewing the charges, they
increase the risk that they will overpay administrative costs, leaving fewer dollars with which to
accomplish their program missions.
Recommendation
The UCDD Deputy Finance Director should recalculate the shared administrative costs for
October 2019 and December 2019 and make the appropriate adjusting entries, collecting the
additional cost from UCDD and crediting Upper Cumberland against the next month’s shared cost
allocation. The Deputy Finance Director should also ensure that each month he matches the direct
salaries in the calculation with the salary reports generated by the accounting system prior to
invoicing Upper Cumberland for reimbursement. Additionally, the policy council should develop
a policy outlining the responsibilities of the program directors to review the supporting
documentation prior to signing off on the voucher. Finally, the UCDD Finance Director and the
Deputy Finance Director should ensure that they train the program directors on what to look for
when reviewing the payment voucher.
Board’s and Management’s Comments
We concur that UCHRA was overcharged $5,070 in administrative costs due to a
calculation error in the spreadsheet. The Finance Director will review and initial month end
administrative cost calculations to provide additional review to prevent or catch any formula or
data entry errors.
Observation UC5 – Upper Cumberland’s management should improve the agency’s internal
controls by conducting an annual risk assessment to identify operational and fiscal risks, including
those related to fraud, waste, abuse, errors, and noncompliance
An ongoing and documented risk assessment process is a basic component of internal
control which allows management to eliminate or mitigate the risks that could affect an agency’s
overall mission, financial resources, or compliance with state law or other regulatory requirements.
An effective risk assessment identifies risks to operational objectives and describes the controls
used by management to mitigate the risks of errors, noncompliance, fraud, waste, and abuse within
the agency. Currently, agency management conducts activities that assist them with evaluating
how well management and program staff meet program requirements and operational benchmarks
and goals. Although these activities help management identify areas of concern, these activities
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do not fulfill the same purpose as an annual risk assessment and do not identify risks, the likelihood
or potential impacts of those risks, and the agency’s mitigating controls.
Management should conduct and document an annual risk assessment to identify risks that
could prevent the agency from meeting the agency’s operational and fiscal goals and mission,
including those risks related to compliance with laws and financial matters such as errors, fraud,
waste, and abuse. For risks with either a high likelihood of occurring or a high impact if they do
occur, management should identify internal controls to prevent and detect them. As part of
management’s ongoing monitoring of their control processes, if deficiencies are identified,
management should evaluate their controls to determine if new controls need to be implemented
or if existing controls need to be reassessed and redesigned.
Observation UC6 – Upper Cumberland did not bond agency employees and board members in
accordance with statute
State statute requires human resource agencies to
Bonds protect the human
bond employees, board members, and others with access to
resource agency from
or authority to expend public funds. According to Section 13financial loss due to employee
26-110, Tennessee Code Annotated, the minimum amount of
dishonesty or negligence.
the bond is calculated using the agency’s last audited
financial statements.
Upper Cumberland management
developed a bond policy specifying which employees and board members require a bond based on
their job duties. Through our testwork and discussions with staff, we identified several internal
control deficiencies over Upper Cumberland’s bonding processes.
We determined that the agency had no written procedures documenting the processes for
obtaining bonds and calculating bond amounts to meet requirements in statute. Based on our
testwork, we found that 8 of 19 bonds (42%) Upper Cumberland management purchased during
our audit period did not meet statutory minimums (see Table 8). Management asked the agency’s
insurance company to calculate bond amounts based on out-of-date revenues and the agency’s
budget, instead of the most recently audited financial statements, as statute requires. Management
did not check the insurance company’s calculations for accuracy or compliance with statute before
purchasing the bonds. Management stated they were not aware of the statutory requirement to
calculate bonds based on the agency’s most recently audited financial statements.
Table 8
Upper Cumberland Bonds Below Statutory Minimums
Fiscal Year
2018
2019
2020

Title of Bonded Employee or Officer
Finance Director
Executive Director
Deputy Director
Chairman of the Board
Executive Director
Finance Director

Amount Below the Statutory
Minimum (per Bond)
$17,445
$17,445
$63,924
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Chairman of the Board
Chairman of the Policy Council

Source: Auditor comparison of Upper Cumberland’s bond amounts to statutory minimums calculated from Upper
Cumberland’s audited financial statements.

By not bonding employees and officers in accordance with statute, management increases
the risk of Upper Cumberland sustaining unrecoverable losses due to employees’ fraud or
carelessness. Management should develop formal written procedures and establish adequate
controls to ensure the agency’s bonding process complies with statute.
Observation UC7 – To assist the oversight bodies with their responsibility to achieve the agency’s
mission, Upper Cumberland management should review and communicate when employee
turnover rates may impact mission; furthermore, management should take steps to generate reliable
data to perform these analyses
Based on our discussion with the Human Resources Assistant Director, management does
not formally calculate employee turnover and analyze the impact that turnover may have on the
agency’s ability to meet the mission. In addition, when we requested employee separation data to
calculate employee turnover and to verify our population for our testwork on background checks
(see Finding UC3), the Human Resources Assistant Director provided us with data files that were
incomplete or contained errors on four different occasions during our audit fieldwork.
Specifically, when we reviewed the files, we found
•

large time gaps that did not include separated employees, and

•

separated employees that were not included.

According to the Human Resources Assistant Director, the problems could have occurred
because the employee did not have an official end date due to a prolonged absence before officially
resigning, or they may have abandoned their job. Additionally, according to the Human Resources
Assistant Director, the agency had changed its finance system in July 2019, and information before
this period had to be obtained manually. The Human Resources Assistant Director stated that she
does not have much experience with the finance system and will confer with the Finance Director
about data testing.
According to Green Book Principle 13.05,
Management processes the obtained data into quality information that supports the internal
control system. This involves processing data into information and then evaluating the
processed information so that it is quality information. Quality information meets the
identified information requirements when relevant data from reliable sources are used.
Quality information is appropriate, current, complete, accurate, accessible, and provided
on a timely basis.

Management’s commitment to provide the oversight bodies with relevant information
when needed, such as increases in employee turnover, will ensure that oversight bodies can fulfill
their responsibilities to remain viable in providing community services. To generate reliable data
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to perform these analyses, the Human Resources Director and the Assistant Director should ensure
employment data, including termination information, is accurate and reliable.
Observation UC8 – Upper Cumberland management did not have an agency-wide complaint
monitoring process to ensure program areas track, investigate, and resolve client complaints timely
Upper Cumberland management did not have agency-wide complaint policies and
procedures to inform the Executive Director and the oversight bodies about all complaints.
Furthermore, management does not track complaints for data trends and additional information
beyond employee productivity, although doing so could help assess risks and concerns for the
agency and its customers. Management did not have a process in place to monitor complaints to
ensure program areas track, investigate, and resolve client complaints timely.
The Executive Director disagreed, stating that he was aware of major complaints because
customers want to submit complaints directly to him, as the person in charge of the agency. The
Executive Director stated that maintaining records of these complaints had not come up, so there
was no documentation of any complaints that were reported directly to him or how those were
resolved.
Without sufficient complaint guidance, the agency may not handle citizens’ complaints in
a timely manner, if at all, which could result in serious issues not being investigated and resolved.
To assess risks related to public safety and to provide accountability for citizens’ concerns, the
Executive Director and Upper Cumberland’s oversight bodies should implement agency-wide
policies and procedures to track client complaints across all programs.
Observation UC9 – Upper Cumberland management did not properly safeguard offender
payments before depositing them
Offenders who participate in Upper Cumberland’s Community Corrections program must
pay monthly supervision fees as a condition of their enrollment. The offenders pay these fees to
their case officer at one of Upper Cumberland’s 14 offices. The agency’s policy requires the
payments to be in the form of a money order or a cashier’s check; cash payments are not accepted.
Every day, an agency-employed courier delivers the collected offender fee payments to the Upper
Cumberland Development District (UCDD) Finance Department, where the Accounts Receivables
Clerk processes the payments, enters the information in the accounting system, and prepares the
deposit.
We conducted fieldwork at the Cookeville office, and during our visit we learned that the
Cookeville office’s process included placing money orders and cashier’s checks collected in
sealed, tamper-evident bags and storing them in an unlocked, opaque plastic storage bin until the
courier picked them up the following day. The bin is in a room that remains unlocked at all times.
We inspected the storage bin during our initial visit and found that the money orders and checks
were sealed in the tamper-evident bags, as described; however, we inspected the storage bin again
during a subsequent site visit and found the money orders and checks were not sealed in the bags.
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Additionally, Upper Cumberland holds evening community classes in a room adjacent to the
unlocked room where staff store the plastic bin containing the offender fee payments.
Furthermore, the money orders and checks are not stamped “For Deposit Only” upon initial receipt
and are stamped later when delivered to the Accounts Receivable Clerk at the UCDD Finance
Department.
The Finance Director stated that management had not secured these money orders and
cashier’s checks because the payments were not made in cash. She informed us that the payments
will be stored in a locked filing cabinet going forward.
Upper Cumberland’s UCHRA Community Corrections Policy and Procedures Manual
states, “All monies collected at the facility will be placed in a secure location.” Additionally,
Green Book Principle 10.03 states,
Management establishes physical control to secure and safeguard vulnerable assets.
Examples include security for and limited access to assets such as cash, securities,
inventories, and equipment that might be vulnerable to risk of loss or unauthorized use.
Management periodically counts and compares such assets to control records.

When Upper Cumberland management does not implement safeguards over undeposited
money orders and cashier’s checks, the risk that these items will be lost or stolen increases. Upper
Cumberland management should implement physical controls to ensure Community Corrections
offender payments are secured and only accessible by authorized personnel. Management should
also ensure that all offender payments are stamped “For Deposit Only” when they are collected.
Management should provide training to staff to ensure that all staff are aware of the fee collection
procedures and that they understand the importance of safeguarding the offender payments.
Observation UC10 – Upper Cumberland management’s records retention policy does not include
guidance concerning records destruction procedures
Upper Cumberland management has a records retention policy, but we found that it does
not include procedures for destroying records. As a result, management could not provide any
documentation of records that were destroyed. State law requires the Public Records Commission
to determine and order the proper disposition of the state’s public records 9 and to direct the
Tennessee Department of State’s Records Management Division to initiate any action necessary
to establish the regulation of record holding and management in any state agency. To achieve
efficient control and regulation of public records, the Records Management Division uses Records
Disposition Authorizations (RDAs), which are retention schedules detailing how to maintain
public records.

Section 10-7-301(6), Tennessee Code Annotated, defines public records as “all documents, papers, letters, maps,
books, photographs, microfilms, electronic data processing files and output, films, sound recordings, or other material,
regardless of physical form or characteristics made or received pursuant to law or ordinance or in connection with the
transaction of official business by any governmental agency.”
9
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The human resource agencies are quasi-governmental agencies; they are registered as
nonprofit organizations with the Tennessee Secretary of State’s office, but they are designated in
statute as bodies politic. Based on inquiries with the Tennessee Secretary of State’s office, the
human resource agencies are not subject to the state’s Public Records Commission’s authority;
therefore, they do not have to follow the state’s RDAs. However, the Tennessee Public Records
Act includes provisions for state, county, and municipal governments to adopt policies for their
public records; therefore, it is clearly the intent for all government entities to adopt appropriate
record retention and disposition policies. Public officials are legally responsible for creating and
maintaining records to provide evidence of government operations and accountability to citizens.
The Executive Director stated that Upper Cumberland does not document the volume of
destruction or type of record destroyed at either the agency or program level because management
never considered that as an option. The Executive Director added that the program directors follow
the retention guidelines in their respective grant contracts and that the contracts do not mention
tracking destruction.
Without proper documentation covering records management and disposition, staff could
improperly disclose or prematurely destroy confidential documents and important records. The
Executive Director should ensure that all program directors document when their staff destroy
program records, including the date of destruction and what documents were destroyed. The
Executive Director should also develop a policy outlining this procedure.

COVID-19 IMPACT AND AGENCY RESPONSE
(Unaudited)

During our audit period, the COVID-19 virus impacted operations at Upper Cumberland
Human Resource Agency (Upper Cumberland). We interviewed management to gather
information about how the virus impacted agency operations. The Executive Director indicated
that the virus impacted the agency in the following ways:
•

Daily trips within the Transportation program decreased, and some Transportation
employees requested to be furloughed due to higher risk of community exposure.

•

Within the Senior Community Service Employment program, 25 elderly and high-risk
participants received emergency paid sick leave.

•

Management installed plexiglass panels in client service areas and transportation vans
and purchased masks for employees. These items cost approximately $15,000.

•

Governor Lee’s pandemic executive order addressed evictions and disconnection of
utilities, which alleviated financial stressors on some of Upper Cumberland’s Low
Income Home Energy Assistance Program and housing clients.

The Executive Director stated that despite these challenges, the agency did not have to
suspend operations and was still able to provide services to vulnerable citizens during this time.
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Upper Cumberland also estimated that they will receive approximately $5,512,805 in
CARES Act funding for the Transportation program; $1,146,502 for the Community Services
Block Grant; and $12,762 for the Ryan White Community AIDS Partnership.
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APPENDICES

APPENDIX UC-A

Internal Control Significant to the Audit Objectives
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) sets internal control standards for federal entities and serves
as best practice for non-federal government entities, including state and local government
agencies. As stated in the Green Book overview, 10
Internal control is a process used by management to help an entity achieve its objectives . . .
Internal control helps an entity run its operations effectively and efficiently; report reliable
information about its operations; and comply with applicable laws and regulations.

The Green Book’s standards are organized into five components of internal control: control
environment, risk assessment, control activities, information and communication, and monitoring.
In an effective system of internal control, these five components work together to help an entity
achieve its objectives. Each of the five components of internal control contains principles, which
are the requirements an entity should follow to establish an effective system of internal control.
We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5
Principle 6
Principle 7
Principle 8
Principle 9

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Risk Assessment

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Information and Communication

Principle 13
Principle 14
Principle 15
Principle 16
Principle 17

Use Quality Information
Communicate Internally
Communicate Externally

Monitoring

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

In compliance with generally accepted government auditing standards, we must determine
whether internal control is significant to our audit objectives. We base our determination of
significance on whether an entity’s internal control impacts our audit conclusion. If some, but not
all, internal control components are significant to the audit objectives, we must identify those
internal control components and underlying principles that are significant to the audit objectives.
In the following matrix, we list our audit objectives where internal control was significant and
identify which internal control components and underlying principles were significant to those
objectives.
10

For further information on the Green Book, please refer to https://www.gao.gov/greenbook/overview.
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

Control Environment
Audit Objectives

Executive Committee

Policy Council

Governing Board

4 Did the governing board have a policy to address

Significance
Yes

1
Yes

2
Yes

3
No

4
No

5
No

6
No

7
No

8
No

9
No

10
Yes

11
No

12
Yes

13
No

14
No

15
No

16
No

17
No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

Yes

Yes

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

Yes

No

Yes

No

No

Yes

No

No

attendance for all oversight bodies and did
governing board members consistently attend
meetings?

6 Did the governing board have policies and
procedures in place to disclose board members'
conflicts of interest?
8 Did governing board policy allow for public
comment at meetings?
9 Did the governing board give public notice before
all meetings?
13 Did the policy council have policies and procedures
in place to disclose council members’ conflicts of
interest?

15 Did council policy allow for public comment at
meetings?
16 Did the policy council give public notice before all
meetings?
20 Did the executive committee have policies and
procedures in place to disclose committee
members’ conflicts of interest?

22 Did executive committee policy allow for public
comment at meetings?

23 Did the executive committee give public notice
before all meetings?
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Risk Assessment
Control Activities Information & Communication Monitoring

Control Environment
Audit Objectives
24 Did agency management conduct an annual risk

Significance

1

2

3

4

5

6

7

8

9

10

11

12
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14

15

16
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Yes

No
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No

Yes

Yes

Yes

Yes

No

No
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No

Yes
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Yes
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No

No

Yes

No

Yes

No

No

No

No
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No
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No

No

No

Yes

No

Yes

No

No

No

No

No

Yes

No

No

No

Yes

No

Yes

No

Yes

No

Yes

No

Yes

No

No

Yes

No

No

Yes

No

No

No

Yes

No

Yes

No

No

No

Yes

No

Yes

No

No

No

No

No

No

No

No

No

Yes

No

Yes

Yes

Yes

Yes

No

No

Yes

No

No

Yes

No

Yes

No

No

No

No

Yes

No

Yes

No

No

No

Yes

No

Yes

No

No

Yes

No

No

No

No

No

No

Yes

No

Yes

Yes

No

No

No

No

Yes

No

No

No

No

No

No

No

No

No

Yes

No

Yes

Yes

No

No

No

No

assessment to identify and document the agency’s
risks and controls so that management can
effectively mitigate the risks of error,
noncompliance, fraud, waste, and abuse?

25 Is the agency in compliance with bond
requirements as outlined in statute?
26 Did employee turnover create problems with the
agency’s operations or the board and
management’s ability to meet its mission?
27 Did management have a formal, agency-wide
monitoring process to ensure program areas track,
investigate, and resolve client complaints timely?

Agency Operations

28 In response to the prior audit finding, did
management implement processes to ensure timely
background checks and registry reviews for the
Nutrition and In-Home Services staff and
volunteers?
29 In response to the prior audit finding, did
management implement policies and procedures to
ensure the timely deposit of collections from
offender payments for the Community Corrections
program?
30 In response to the prior audit finding, did
management implement policies and procedures to
ensure staff entered accurate and complete
applicant data for the Low Income Home Energy
Assistance Program to determine benefits and
apply eligibility standards consistently?

31 In response to the May 2018 investigation report,
did Upper Cumberland and its board implement
processes to ensure that all travel is in accordance
with federal, state, and agency regulations, policies,
and procedures for business-related travel for both
agency personnel and board/policy council
members?

32 Did Upper Cumberland management charge shared
management costs in accordance with the shared
administrative cost plan?

33 Did the agency have a formal records management
policy governing public records?
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APPENDIX UC-B
Methodologies to Achieve Objectives
Governing Board
To achieve our objectives related to the governing board attendance and public comment, including obtaining
an understanding and assessing management’s design of internal controls, we interviewed management and reviewed
Upper Cumberland bylaws. We also reviewed the minutes to determine if any member of the public made a comment
during these meetings.
To address our objective related to the board’s conflict-of-interest policies and procedures, including
obtaining an understanding and assessing management’s design, implementation, and operating effectiveness of
internal controls, we interviewed management and reviewed Upper Cumberland’s bylaws and conflict-of-interest
policy.
To achieve our objective related to public notice, including obtaining an understanding and assessing
management’s design and implementation of internal controls, we interviewed management and review Upper
Cumberland bylaws. We obtained documentation from the agency showing they issued public notice for the governing
board meetings held during our audit period. We also reviewed the Attorney General’s Opinion No. 06-166,
“Knoxville as ‘newspaper’ and/or ‘newspaper of general circulation’” and contacted the Herald-Citizen in Cookeville,
Tennessee, the newspaper used by the agency, to inquire about distribution areas.
To address our remaining objectives, we interviewed management and reviewed Upper Cumberland bylaws.
We reviewed Section 13-26-103, Tennessee Code Annotated. We obtained lists of all governing board members from
July 1, 2017, through December 31, 2019, and reviewed them to determine whether membership met the requirements
in statute and Upper Cumberland bylaws. We consulted the Municipal Technical Advisory Service and the County
Technical Assistance Service and performed other internet searches to verify member statuses and term dates. To
support if the policies were submitted and/or approved by the respective oversight body, we reviewed Section 13-26108, Tennessee Code Annotated, and requested any relevant documentation. To determine whether members attended
at least half of the meetings, we obtained and reviewed the governing board meeting minutes for all board meetings
during our audit period. We tested the full population of board members during our audit period. We reviewed
meeting minutes to determine whether the board met quorum requirements in statute and in Upper Cumberland
bylaws. We also reviewed quorum requirements in Upper Cumberland bylaws and compared them to Section 48-58205, Tennessee Code Annotated. We tested quorums for each meeting held during our audit period. We obtained
conflict-of-interest disclosures for each member during the audit review period. We reviewed the conflict-of-interest
statements to determine if members completed and signed the statements. We also reviewed the federal program
documentation for the Center for Excellence Developed Community Services Block Grant Organizational Standards.

Policy Council
To achieve our objectives related to public comment, including obtaining an understanding and assessing
management’s design of internal controls, we interviewed management and reviewed Upper Cumberland bylaws. We
also obtained and reviewed minutes for all 17 policy council meetings from July 1, 2017, through December 31, 2019,
to determine if any member of the public made a comment during these meetings.
To address our objective related to the policy council’s conflict-of-interest policies and procedures, including
obtaining an understanding and assessing management’s design, implementation, and operating effectiveness of
internal controls, we interviewed management and reviewed Upper Cumberland’s bylaws and conflict-of-interest
policy.
To achieve our objective related to public notice, including obtaining an understanding and assessing
management’s design and implementation of internal controls, we interviewed management and review Upper
Cumberland bylaws. We obtained documentation from the agency showing they issued public notice for the
population of policy council meetings held during the audit period. We also reviewed the Attorney General’s Opinion
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No. 06-166, “Knoxville as ‘newspaper’ and/or ‘newspaper of general circulation’” and contacted the Herald-Citizen
in Cookeville, Tennessee, the newspaper used by the agency, to inquire about distribution areas.
To address our remaining objectives, we interviewed management and reviewed Upper Cumberland bylaws.
We reviewed Section 13-26-103, Tennessee Code Annotated. We reviewed Title 2, United States Code, Chapter 106,
Section 676B, and the Community Services Block Grant Act. We obtained lists of all active policy council members
for our audit period, July 1, 2017, through December 31, 2019, and reviewed them to determine whether membership
met the requirements in statute and Upper Cumberland bylaws. To verify member statuses and term dates, we
consulted the Municipal Technical Advisory Service and the County Technical Assistance Service and performed
other internet searches. To determine whether policy council members attended at least half of the meetings, we
obtained and reviewed the policy council membership list and meeting minutes for all 17 council meetings during our
audit period. We reviewed meeting minutes to determine if policy council members met quorum requirements in
statute and in Upper Cumberland bylaws. We also reviewed quorum requirements in Upper Cumberland bylaws and
compared them to Section 48-58-205, Tennessee Code Annotated to determine if state standards were met. We tested
quorums for each meeting held during our audit period. We obtained conflict-of-interest disclosures for each policy
council member during the audit review period. We reviewed the conflict-of-interest statements to determine if
members completed and signed the statements. We also reviewed the federal program documentation for the Center
for Excellence Developed Community Services Block Grant Organizational Standards.

Executive Committee
To achieve our objectives related to public comment, including obtaining an understanding and assessing
management’s design of internal controls, we interviewed management and reviewed Upper Cumberland bylaws. We
reviewed the related meeting minutes for all committee meetings during our audit period to determine whether the
committee allowed public comment.
To address our objective related to the policy council’s conflict-of-interest policies and procedures, including
obtaining an understanding and assessing management’s design, implementation, and operating effectiveness of
internal controls, we interviewed management and reviewed Upper Cumberland’s bylaws and conflict-of-interest
policy.
To achieve our objective related to public notice, including obtaining an understanding and assessing
management’s design and implementation of internal controls, we interviewed management and review Upper
Cumberland bylaws. We obtained documentation from the agency showing they issued public notice for the
population of committee meetings.
To address our remaining objectives, we interviewed the Executive Director and key management and
reviewed Upper Cumberland bylaws. We obtained lists of all executive committee members from July 1, 2017,
through December 31, 2019, and reviewed them to determine whether membership met the requirements in the Upper
Cumberland bylaws. We reviewed the related meeting minutes for all committee meetings during our audit period to
determine whether committee members attended at least half of the meetings, as well as whether the committee met
quorum requirements in Upper Cumberland bylaws and statute. We also reviewed quorum requirements in Upper
Cumberland bylaws and compared them to Section 48-58-205, Tennessee Code Annotated, to determine if state
standards were met. We obtained conflict-of-interest disclosures for each executive committee member during the
audit review period. We reviewed the conflict-of-interest statements to determine if members completed and signed
the statements.

Agency Operations
Risk Assessment
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed applicable personnel. We obtained and reviewed the agency’s Tennessee
Department of Transportation risk assessment questionnaires conducted during our audit period to determine if the
questionnaires had the characteristics of a comprehensive, agency-wide risk assessment.
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Bonds
To address our objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed Upper Cumberland’s Fiscal Director. To determine which individuals the agency
should bond, we obtained and reviewed lists of board members and agency employees. We also obtained and reviewed
the board meeting minutes to determine if any non-office-holding members had signatory authority. We obtained the
audited revenues (for fiscal years 2016, 2017, 2018, and 2019) and reperformed the minimum bond amount
calculations. We obtained the bonds filed by the agency and compared the amount on the bond to our reperformed
calculations.
Turnover
To accomplish this objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed the Executive Director, obtained employee counts from the Finance Director, and
obtained and reviewed terminated employee lists from the Human Resources Assistant Director, for the period July
1, 2017, through June 15, 2020.
We used agency-provided employment data from July 1, 2017, through June 15, 2020. We used employee
separations and employment numbers to calculate an annual average turnover rate. We also discussed turnover with
management to determine if turnover has affected the agency’s mission.
Complaint Process
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed Upper Cumberland’s Executive Director. We obtained and
reviewed program contracts and grievance policies and procedures. We performed a risk analysis on the agency’s
high-risk programs, including Transportation, Low Income Home Energy Assistance Program, Nutrition, and InHome Services, considering program funding and client impact. We reviewed independent audit reports for program
findings, Comptroller of the Treasury’s hotline calls received related to these programs, and the number of complaints
the programs received. We also reviewed all three formal Transportation program complaints during the period July
1, 2017, through February 1, 2020, to evaluate if complaints were resolved timely and reasonably.
Nutrition and In-Home Services
To accomplish this objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed program staff and agency management and reviewed background
check and registry review policies. We observed the Community Services Clerk performing registry reviews. We
reviewed employees’ background check reports and employees’ and volunteers’ registry review result printouts.
To determine Upper Cumberland’s compliance with background check and registry reviews policies and
procedures, we selected all employees who were hired and volunteers who started during the period July 1, 2017,
through February 1, 2020. For the employees’ background check reports, we ensured management maintained
documentation of the background check; determined if supervisory reviews were performed; determined if the
background check reports were timely; ensured the agency obtained the employee’s authorization to release their
records for a background check; and ensured that the background check included a criminal history search and, if any
problems were identified, that a justification for hire was included in the employment file. For employees’ and
volunteers’ registry reviews, we ensured management maintained documentation of the registry reviews; determined
if supervisory reviews were performed; determined if registry reviews were timely; verified the applicable registry
reviews were performed; noted if any problems were identified and, if so, looked to see if a justification for hire was
included in the employee’s or volunteer’s file; determined if not all applicable registries were performed; and
identified any disqualifying results by reviewing the registry.
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Community Corrections
To achieve this objective, including obtaining an understanding and assessing management’s design,
implementation, and operating effectiveness of internal controls, we interviewed Upper Cumberland’s Community
Intervention Director. We obtained and reviewed the agency’s policies for handling offender payment deposits. We
conducted a walkthrough with the Assistant Program Manager and documented our understanding. We discussed the
Tennessee Department of Correction’s (TDOC) Community Corrections standards with the TDOC Community
Corrections Administrator. To determine if management implemented physical security controls over the payments,
we observed the process staff use to store payments that are awaiting delivery to the Finance Department. We obtained
a population of 491 deposit entries, totaling $80,282, that Accounts Receivable entered in the accounting system
during the period July 1, 2017, through February 1, 2020. Each entry contains 1 or more offender payments. We
selected a nonstatistical, random sample of 25 entries, totaling $4,284. We obtained and reviewed supporting
documentation for each of the payments to verify that management deposited the payments timely.
Low Income Home Energy Assistance Program (LIHEAP)
To address the objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Community Services Director and the Community Services
Manager. We obtained and reviewed the agency’s policies and procedures to ensure that (1) staff entered accurate
and complete data to determine applicant benefits, and (2) agency management implemented procedures to ensure
that staff applied eligibility standards consistently. We performed a walkthrough of the application process with the
LIHEAP Coordinator and the Community Services Specialist. We obtained the population of LIHEAP applications
submitted during the period July 1, 2017, through March 10, 2020. We reviewed a random, nonstatistical sample of
applicant files to determine if the information is accurate, if the eligibility was properly determined, and if eligibility
standards were applied accurately. Based on this sample review, we noted no issues.
Travel
To achieve our objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed Upper Cumberland’s Executive Director, Fiscal Director, and
Accounts Payable Clerk. We obtained the population of travel expenditures and selected a sample of claims to address
•

the time period before the Fiscal Director implemented a new internal control,

•

the time period after she implemented the internal control, and

•

board members’ travel claims specifically.

For the claims submitted prior to implementation of the internal control, we initially selected a nonstatistical,
random sample of 25 claims and 5 judgmentally selected claims. We expanded our sample after identifying errors in
the initial sample, we judgmentally selected the 5 highest-dollar claims, due to the significant portion of low-dollar,
mileage-only claims in the population. 11 For claims submitted after the implementation of the internal control and
board member claims, we elected to test the entire population, as there were 25 claims submitted after the
implementation of the internal control and 10 board member claims. We obtained and reviewed the supporting
documentation for each claim. We tested the claims for travel justification; supervisor review and signature; correct
lodging and per diem rates; and whether the claim was a reimbursement or an advance. For claims submitted after
the implementation of the Fiscal Director’s internal control, we also tested whether the Fiscal Director reviewed and
signed her approval on each claim. For the advance travel claims, we also analyzed how many claims were submitted
before and after the Comptroller’s investigative report, as well as before and after the Upper Cumberland and UCDD
merger.

Mileage-only claims were for employees who drive to their clients’ homes each day for in-home services; these
made up 56% of our original 25 randomly selected claims.
11
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Merger With Upper Cumberland Development District
To address the objective, including obtaining an understanding and assessing management’s design and
implementation of internal controls, we interviewed the Upper Cumberland Human Resource Agency’s Executive
Director and Finance Director. We conducted a walkthrough of the shared administrative cost allocation process with
the Finance Director, Deputy Finance Director, and Accounts Payable Clerk. We obtained the population of shared
cost allocations for the 11 months in which Upper Cumberland had shared administrative costs with the Upper
Cumberland Development District (UCDD) during our audit period, from March 2019 through January 2020. We
reperformed the shared administrative cost allocation calculations for a nonstatistical, random sample of 4 months and
1 judgmentally selected month and compared it to the amounts allocated to Upper Cumberland by the Deputy Finance
Director for each of those months. We obtained the voucher packets prepared by the Accounts Payable Clerk each
month and tested them to determine if the program directors adequately reviewed the supporting documentation before
signing their approval of the payments.
Records Management
To achieve our objective, including obtaining an understanding and assessing management’s design of
internal controls, we interviewed Upper Cumberland’s Executive Director. We obtained and reviewed the agency’s
records management policy. We also obtained and reviewed contracts made with federal, state, and nonprofit partners,
to determine if any of the contracts require a specific destruction process.
Mission
To address the objective, we interviewed Upper Cumberland’s Executive Director and the board chair. We
conducted procedural walkthroughs and documented our understanding of the community needs assessment and
community action plan process, which helps the agency assess service gaps in the community. We obtained and
reviewed the agency’s most recent needs assessment and community action plan and annual report, including
program descriptions and customer numbers. We analyzed the economic data of the counties served by the agency.
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APPENDIX UC-C
Financial Information

*Source: Obtained from an independent audit report issued by Johnson, Hickey & Murchison, P.C. of Upper
Cumberland’s Financial Statements and Supplementary Information for the Fiscal Year Ended on June 30, 2019.
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