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Date: April 19, 2021
Memorandum To: Maury Service Authority
From: Robinson, Farmer, Cox Associates

Regarding: Audit for year ended June 30, 2020

In planning and performing our audit of the financial statements of Maury Service Authority for the
year ended June 30, 2020, we considered the Authority’s internal control structure to plan our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control structure.

However, during our audit, we noted certain matters involving the internal control structure and other
operational matters that are presented for your consideration. This letter does not affect our report
dated April 19, 2021 on the financial statements of Maury Service Authority. Our comments and
recommendations, all of which have been discussed with appropriate members of management, are
intended to improve the internal control structure or result in other operating efficiencies. We will be
pleased to discuss these comments in further detail at your convenience, to perform any additional
study of these matters, or to assist you in implementing the recommendations.

Formal Policies and Procedures (Repeat Comment)

Findin

The Authority ended their contract with the City of Lexington to operate the water and wastewater
treatment plants at the conclusion of fiscal year 2016. The Authority assumed the employees who
work at the facilities that were previously City employees and is now responsible for the operation of
its own facilities. However, the Authority is still following some of the existing policies from the City
of Lexington. Until June 2018, there was no formal documentation at the Authority regarding Fair
Labor Standards Act (FLSA) status for individual employees and only new hires had forms on file at the
time of audit fieldwork. There was also no formal reconciliation process in place for petty cash until
late in the fiscal year. The general practice for credit cards with missing receipts is for the
Administrative Secretary to contact the employee responsible for the purchase to request documents.
If they are unable to provide documentation, the Administrative Secretary or employee documents the
vendor and employee making the purchase.

Recommendation

We recommend that the Authority establish formal written policies covering over areas such as
personnel, procurement and purchasing, capital assets, credit card usage, travel reimbursement and
petty cash. In addition, a whistleblower policy should be created. Management should consider
establishing periodic replenishment procedures for petty cash to maintain a routine balance. In the
rare instance that credit card receipts are missing, the employee should submit a statement describing
what was purchased. However, every effort should be made to maintain receipts to support the
appropriateness of business expenses.
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Bank Reconciliations (Repeat Comment)

Finding

The June 2020 Wastewater operations bank reconciliation included outstanding items that resulted
from posting errors in the general leger. Although several corrections were made to the bank
reconciliations and general ledger prior to audit fieldwork, this account balance was overstated by
$6,766.20. The remaining reconciling items on the June 2020 reconciliation should have been
researched and corrected, as appropriate.

Recommendation

We recommend that bank reconciliations be prepared in a timely manner and reviewed for accuracy
with deposits in transit and outstanding items being researched, as appropriate. Bank reconciliations
should be reviewed (with formal signoffs) by someone independent of the preparer and corrections
made to the general ledger in a timely manner.

QuickBooks Account Postings - Interfund Activity (Repeat Comment)

Finding

The water and wastewater funds should balance individually. Several payments throughout the year
are allocated between the two funds. A review of the detailed general ledger showed instances in
which activity was recorded across funds. For instance, a check may have been recorded in the water
bank account while the expense account was in the wastewater fund. The interfund balances were
brought into balance prior to the audit with journal entries recorded by the consultant.

Recommendation

General ledger postings in QuickBooks should be reviewed for accuracy (date, amount, account, etc.)
prior to being recorded. In addition, interfund balances (due to and due from amounts within the
individual funds) should be reviewed and reconciled each month. This account represents items paid
from one fund that are actual expenses of the other fund. The monthly reports presented to the board
are being relied on for financial decisions, so it is imperative that individual transactions are recorded
in the correct fund and account in a timely manner.

QuickBooks Account Postings - Transaction ldentification

Finding

Debit and Epay transactions are not routinely given a unique identifying number on invoices or in the
accounting system, although the Epay transactions are assigned identifying numbers by the bank. For
example, many QuickBooks payments include 1827pos as the identifying number. It is difficult to track
activity, and this leaves a poor audit trail.

Recommendation

We recommend that each transaction have a unique number, similar to individual check numbers
being recorded in the accounting system. This number should be documented on invoices to support
that payments have been made and recorded in the GL.
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Timely QuickBooks Account Posting and Payment of Invoices

Finding

It appears that invoices are entered into the accounting system as of the date they clear the bank
instead of being entered on the date processed. For example, a check dated 7/30/19 was recorded in
QuickBooks with a date of 8/6/19, the same date it cleared the bank statement.

In addition, several invoices were paid late (after due dates) during the fiscal year, in some cases
resulting in the payment of late fees and finance charges.

Recommendation

Invoices should be entered into QuickBooks upon receipt or when accounts payable transactions are
processed. Payments should be recorded in the system simultaneously as checks are written. This will
allow management to monitor cash balances, accounting for transactions that may not have cleared
the bank yet as opposed to recording activity when bank statements are received or reconciled.

We also recommend that management implement a policy for timely review and processing of
payments to avoid paying unnecessary fees.

Filing of 1099s

Finding

The Internal Revenue Service (IRS) requires employers to file 1099s annually for certain payments
made to vendors during the calendar year. QuickBooks has a feature for tracking payments made to
vendors to facilitate the annual reporting requirements. Upon inquiry, management was unable to
determine whether all required 1099s were filed during calendar year 2019 or provide the related
documentation.

Recommendation

We recommend management review the IRS guidelines to ensure compliance with filing requirements.
Upon conclusion of our audit work, links to the IRS employer’s tax guide to fringe benefits and
instructions for Forms 1099-MISC and 1099-NEC were provided to management. We also recommend
that management retain copies of the forms filed along with supporting documentation on file.

Virginia Retirement System (VRS) Processing and Reconciliation (Repeat Comment)

Finding
As reported in the separate VRS attestation report, there were several deviations related to VRS
compliance:
e Throughout the year, the Authority did not have formal documented reconciliation procedures
in place and did not reconcile the payroll system to the information in myVRS Navigator.
e VRS deductions are not being withheld in accordance with VRS policies. Of the five employees

tested, VRS withholdings exceeded the amount due to VRS for two employees. The
withholdings were $92.14 and $149.40 higher than they should have been.

Recommendation

VRS regulations should be reviewed, and transactions processed accordingly. In addition, monthly
reconciliation procedures should be implemented and documented to ensure activity is properly
reported to VRS and recorded in the general ledger. Reconciliation procedures, when properly
implemented, will assist in identifying errors in withholding. Reimbursements for any excess VRS
withholdings should be made to employees.
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Filing of 941s
Finding

The June 2020 form 941 filed with the Internal Revenue Service (IRS) included Families First
Coronavirus Response Act (FFCRA) credits in the amount of $2,909.96. According to IRS guidance,
government employers are not eligible for the credit for qualified sick and family leave wages;
however, government employers are not liable for the employer share of the social security tax on the
qualified sick leave wages paid to employees.

Recommendation

We recommend management review the IRS filings and subsequent payment history to determine if
amended 941s should be filed or any other action is necessary.

Advertisement of Statement of Financial Condition

Findin

Section 30-140 of the Code of Virginia requires a summary statement of financial condition to be
published in a newspaper of general circulation in the locality of the entity. This statement should
include at a minimum total assets, liabilities, and net position; total revenues, expenses, and other
sources or uses; and the change in net position. This advertisement was not done for fiscal year 2019.

Recommendation

We recommend the Authority advertise the statement of financial condition as required by the Code of
Virginia.

Page 4 of 4




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


