ROBINSON, FARMER, COX ASSOCIATES

CERTIFIED PUBLIC ACCOUNTANTS A PROFESSIONAL LIMITED LIABILITY COMPANY

Memorandum To: Board of Supervisors and Management Date: February 13, 2018
County of Brunswick, Virginia

From: Robinson, Farmer, Cox Associates

Regarding: Audit for fiscal year ended June 30, 2017

In planning and performing our audit of the financial statements of County of Brunswick, Virginia as of
and for the year ended June 30, 2017, in accordance with auditing standards generally accepted in the
United States of America, we considered the County’s internal control over financial reporting
(internal control) as a basis for designing auditing procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the County’s internal control. Accordingly,
we do not express an opinion on the effectiveness of the County’s internal control.

However, during our audit, we became aware of deficiencies in internal control and matters that are
opportunities for strengthening internal controls and operating efficiency. This letter does not affect
our report dated February 13, 2018, on the financial statements of County of Brunswick, Virginia.

We have already discussed (and have previously communicated through the prior year management
letter) many of these comments and recommendations with appropriate members of management.
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.

Year-End Close and Account Reconciliations (County and Treasurer) - Repeat Comment

The former Treasurer was instrumental in the monthly and year-end close including audit preparation
work over the years, which included duties not typically performed by constitutional officers. For the
second consecutive year, several audit adjustments were necessary including entries to balance funds,
correct beginning fund balance, balance pooled cash with bank balances, correct accruals (taxes
receivable entry recorded backwards, prior year interest income on certificates of deposit recorded
twice, etc.), and to reclassify state and federal revenues not classified properly. Other departments
rely on financial reports to file financial and performance reports with state and other funding
agencies. The former Treasurer’s assistance in reconciling financial data helped to ensure reports
were filed timely and accurately. The Treasurer also monitored school funds and actively
communicated with management about the status of federal reimbursements. This reliance on the
former Treasurer revealed individual departmental weaknesses in internal control after her absence.

The above factors contributed to the reporting of material weaknesses in the report on internal
controls in accordance with Government Auditing Standards. We recommend the Treasurer and
County Finance Director continue to work together to ensure all financial data is entered and
reconciled in a timely manner. Monthly duties should include reconciliations and distribution of
financial information to the necessary departments in order to complete appropriate filings.
Monitoring should include identification and resolution of discrepancies between the Treasurer’s
records and individual department records on a monthly basis. Reconciliation procedures should
include a review of pooled cash balances against the bank balances and also a review of negative cash
balances in each fund to determine if interfund transfers should be recorded. The timely processing
of transactions and routine monitoring of system reports and financial data will assist in completing
the year-end close more timely. The Treasurer currently consults another Treasurer to assist with
some year-end processes. We recommend the Treasurer seek additional training in this area. The
County should also consider using an outside consultant to assist with audit preparation.
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Timeliness of Payments (County Finance)

A Dominion Virginia Power invoice selected for testing during June 2017 fieldwork showed late
charges. Upon research, it was noted that late charges of approximately $60 per month had been
accumulating since February 2017. As of November 2017 fieldwork, this issue was still outstanding and
monthly late fees were still being charged. We recommend that invoices be reviewed in detail during
the approval and keying process. Late fees should be researched immediately to avoid unnecessary
charges.

Payroll (County Finance)

A few payroll-related items were noted during the audit:

The Virginia Retirement System requires ICMA-RC payments to be made at the time contributions are
withheld. Payments for the September 2016 ICMA-RC withholdings for all three plans were not made
until November 2, 2016 due to an oversight. We recommend management implement controls to
ensure all payments are made as required.

Timesheet hours for March 2017 were not properly computed for an Airport employee. The employee
received less pay than was due for the hours worked. This was brought to management’s attention
during preliminary fieldwork and subsequently corrected on the June 2017 payroll. We recommend
management implement controls to verify the accuracy of timesheets prior to processing payroll.

Accrued leave balances were not provided by the registrar. All county departments should provide
accrual information to Finance in a timely manner in order to be included in the audit.

Inconsistent information was reported on 941’s throughout the year. Gross wages were used instead
of federal wages for July - December 2016. Management should review the 941 instructions and verify
the correct information is consistently reported on quarterly reports.

Capital Asset and Depreciation Schedules (School Board) - Repeat Comment

The capital asset and depreciation schedules are not periodically reviewed for completeness and
accuracy. Vehicle listings for insurance purposes should be reviewed and matched to the capital asset
schedule to ensure that all items are accounted for. Additional identifying information, such as
vehicle identification numbers (vin), year, color, or model should be added to the schedules, where
available. Capital project activity should be summarized and included and donated or transferred
assets should be researched and valued accordingly. The schedules should be updated on an ongoing
basis and reviewed for accuracy prior to audit fieldwork. Management did not provide an updated
schedule or identification of capital asset additions and disposals. We recommend management obtain
training in this area and also consider whether an outside consultant should be used to assist with
audit preparation.

Page 2 of 3



Reimbursement Requests and Filing of Annual School Report (ASR) (School Board) - Repeat
Comment

Due to reconciliation issues, for the second consecutive year, the ASR was not filed by the statutory
deadline of September 15t™. Several reimbursement requests related to fiscal year 2017 activity were
not filed as of mid-October, after the ASR deadline extension had passed. Failure to file timely
reimbursement requests causes a strain on cash balances and could result in lost funding. The former
Treasurer’s assistance in reconciling financial data helped to ensure reports were filed timely and
accurately. The Treasurer also monitored school funds and actively communicated with management
about the status of federal reimbursements.

We recommend management monitor grant activity more closely to ensure reimbursement requests
are filed in a timely manner. In general, our recommendation is to file reimbursement requests on a
monthly basis. In addition, management should work with the Treasurer and County Finance Director
to obtain the necessary financial information needed for timely completion and filing of the Annual
School Report to the Department of Education.

Cash Receipts (School Board) - Repeat Comment

Cash receipts selected for testing were held between 0 and 28 days before being remitted to the
County. Items selected for testing in fiscal years 2014, 2015, and 2016 were held from 0 to 49 days, 0
to 17 days, and 1 to 29 days, respectively. Of the 25 items selected for testing in FY17, 17 were held
for zero to seven days, 6 were held for ten to fourteen days, and 2 were held for 28 days. In order to
safeguard funds, we recommend a policy be established regarding the remittance of cash receipts to
the Treasurer. The policy should include a threshold and frequency requirement so that funds are
remitted in a timely manner in order to be deposited in the bank. In addition, the stamp used to
document receipt dates should be used in each instance that funds are collected. This provides a trail
of activity and allows an analysis of the timely remittance of funds to the bank/Treasurer.

Twenty First Century Grant Gift Cards (School Board)

Gift cards are distributed to the VPI+ teachers to purchase applications, songs, etc. to download to
their iPads for Pre-K development purposes. There is no accountability or follow up to review actual
purchases made with these gift cards. We recommend that management implement a process to
monitor and document purchases made with gift cards in the future. If unable to do so, the practice of
purchasing gift cards for this purpose should be re-considered.

Segregation of Duties - Repeat Comment

Vendor master files are established and maintained by the Financial Services Manager, who is
responsible for processing invoices for payment and printing and distributing checks. To mitigate this
risk, she distributes check registers to individual departments for review before processing and obtains
the Treasurer’s signature and Board review of check registers before checks are distributed. In
addition, the Finance Director and Treasurer review the general ledger in detail on a monthly basis.
The Treasurer’s office also has limited staff so they are sometimes responsible for the functions of
collecting, recording, and reconciling items.

It is common to find the existence of a lack of segregation of duties in a locality of this size. As this
situation is impossible to avoid, we recommend that the department heads continue to cross-train
employees and periodically rotate duties in an effort to strengthen internal controls.
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