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GENERALLY ACCEPTED GOVERNMENT
AUDITING STANDARDS STATEMENT

We conducted this performance audit in accordance
with Generally Accepted Government Auditing
Standards (GAGAS). 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.



April 30,2019

The Honorable Mitch Carmichael, President
West Virginia State Senate

Post Audits Sub-Committee, Co-Chair
Room 229 M, Building 1

State Capitol Complex

Charleston, WV 25305

The Honorable Roger Hanshaw, Speaker
West Virginia House of Delegates

Post Audits Sub-Committee, Co-Chair
Room 228 M, Building 1

State Capitol Complex

Charleston, WV 25305

Mr. President and Mr. Speaker:

In September of 2018, Cabinet Secretary Jeff Sandy of the Department of Military
Affairs and Public Safety (DMAPS) requested the Legislative Auditor review the Division of
Justice and Community Services’ (DJCS) administration of its federal grant funds. This request
was based on concerns regarding transfers of funds between DJCS’s federal grant funds and its
general revenue fund. Additionally, the Legislative Auditor was provided information that
alleged DJCS made improper transfers of federal grant funds during Fiscal Year 2019.

The DJCS operates as a pass-through entity for federal grant programs funded though the
U.S. Department of Justice - Office of Justice Programs. A pass-through entity receives federal
funds which it “passes on” to “subrecipients”. All DJCS federally funded grant programs are
“reimbursement-only” grants. As such, to obtain reimbursement for applicable grant program
expenses, subrecipients must first incur an applicable program expense and then seek
reimbursement by submitting invoices and required documents supporting the expense to the
pass-through entity. If the subrecipient expense is approved for payment, the pass-through
entity can then “drawdown” federal funds in order to reimburse the subrecipient.






(b) made as soon as possible after they were discovered. Regularly performed
reconciliations of wvOASIS accounting records to external® records should
serve to detect such errors within a reasonable time frame. Failure to do so
increases the risk that fraudulent and/or erroneous transactions will remain
undetected.

Expense Transfers Between the DJCS’s Federal Fund and General Revenue Fund

The Post Audit Division also performed a review in wvOASIS of all transfers made
between DJCS’s Consolidated Federal Funds General Operating Fund (Fund 8803) and the
DJCS’s General Revenue Fund (Fund 0546) for the period of July 1, 2014 to April 9, 2019. We
noted that on September 21, 2018, DJCS moved $20,000 of expense disbursements previously
recorded in its federal fund to its general revenue fund.

The purpose of the transfer was to permit DJCS to reimburse grant recipients for invoiced
federal grant program expenses prior to receiving the federal drawdown for these expenses.
According to the comment recorded in wvOASIS, the expenses were to be moved temporarily
until the “...federal drawdown is received.” The transfer of expenses was reversed seven days
later, presumably after the drawdown was received.

According to the Department of Justice — Office of Justice Programs, typically it takes only
four business days to receive drawdowns after a drawdown request has been made. * Considering
the typical 4-day drawdown period, it would seem unnecessary for DICS to pay federal obligations
from State funds prior to receiving drawdowns.

Further, paying federal obligations from State funds and subsequently reimbursing the
State after receiving the federal drawdown needlessly adds to the number of accounting
transactions and records. This, in turn, complicates recordkeeping and may possibly obscure
transaction audit trails. An audit trail is used by both external and internal auditors to trace
transactions through an accounting system, as well as by the accounting staff to track down errors.

Lastly, the Legislature appropriates funds every State fiscal year to the DJCS General
Revenue Fund for explicit purposes as outlined in the Legislative budget bill. For Fiscal Year 2019,
the fiscal year these transfers occurred, there were no appropriations made for the purpose of
paying, even on a temporary basis, federally-funded grant expenditures to subrecipients.’

DJCS Internal Review of Grant Accounting Procedures and Proposed Corrective Measures

The Post Audit Division met with DJCS Director Joe Thornton and Chief Financial Officer
of DMAPS Michael Cutlip on Thursday, March 7, 2019 to further discuss the questionable expense
transfers noted in our review, as well as DICS’s general administrative grant management
procedures and processes.

Director Thornton stated that in February 2019, he requested Mr. Cutlip conduct an intra-
departmental review of DJCS’s procedures and processes in accounting for grant funds. After

3 Records external to wvOASIS could include paper documents, spreadsheets, or Federal records of grant disbursements and balances.
* https://ojp.gov/about/offices/ocfogprs.htm
> The expenses were temporally added (debited) to the General Revenue appropriation for Child Advocacy Programs.



completing his review, Mr. Cutlip met with Director Thornton to communicate his findings and
recommendations. Director Thornton and Mr. Cutlip stated the following reasons that DICS grants
accounting staff were processing transfers like those previously noted in this letter:

1. Staff desired to pay expenses prior to properly allocating grant program costs to the
appropriate grant programs and related funds. Once costs were allocated, it was
necessary to reimburse program accounts and related funds that were used to initially
pay expenses; and

2. Staff desired to pay grant program expenses applicable to federal funding prior to
receiving the federal drawdowns for those expenses. After drawdowns were received,
it was necessary to reimburse those non-federal accounts used to initially pay the
expenses.

Mr. Cutlip added that DJCS grant processing procedures had not been updated since July
2013—which was prior the implementation of wvOASIS as the State’s accounting system. During
this discussion, it was agreed that the outdated procedures and lack of training for processing
payments for applicable federal program expenses in wvOASIS were the likely causes for the
transfers. Per our request, Director Thornton provided an overview of Mr. Cutlip’s findings and
recommendations in a March 20, 2019 letter to the Post Audit Division (Attachment A). Director
Thornton stated the intra-departmental review “...did not uncover any mismanagement of funds
or accounting malfeasance....” However, Mr. Cutlip recommended updating DJCS policy to limit
“...the excessive use of Internal Governmental Transactions to adjust and shift [grant]
expenses....” Based on the Post Audit Division’s review of the transfers and the discussion with
Director Thornton, the Legislative Auditor agrees with this conclusion and makes the following
recommendations.

Recommendations:

1. The Legislative Auditor recommends DJCS update their grant accounting procedures
to provide specific instructions for employees to follow in properly processing and
recording grant transactions. The Legislative Auditor also recommends DJCS conduct
staff training, as needed, to ensure those employees responsible for grant transactions
are aware of and follow these procedures;

2. The Legislative Auditor recommends DJCS limit expense and fund transfers to the
extent possible. When such transfers are found to be essential in order to correct
previously made erroneous accounting entries, DJCS policy should require employees
responsible for wwOASIS entries to obtain prior management approval before initiating
such transfers;

3. The Legislative Auditor recommends DJCS ensure fund and expense transfers are
adequately documented in wvOASIS. The uploaded documentation should clearly
validate why a particular fund or expense transfer was necessary; and



4. The Legislative Auditor recommends DJCS work with the West Virginia State
Auditor’s Office in developing wvOASIS applications and reports designed to assist
DIJCS in processing and administering grant funds.

Respectfully Submitted,

Justin Kopinson
Director

Attachments: Attachment A — Director Thornton Letter, Page 6
Attachment B — Report Transmittal Letter, Page 8
Attachment C — DMAPS Response to Report, Page 9
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Date: 4/24/19

To: Justin Robinson, Director Post Legislative Audi*
From: Jeff S. Sandy, CAMS, CFE, Cabinet Secretar
Re: Review of the Division of Justice and Community Services

| have completed reviewing your audit report of the Division of Justice and Community
Services. | support your findings and recommendations. In addition, | thank you for
your quality work product.

As you are aware on June 5, 2019, the Division of Justice and Community Services will
be merged into the Division of Administrative Services (DAS). | will forward a copy of
your final report to the Director. 1 will also place a reminder to follow-up with the
Director to ensure your recommendations are being followed.

As | have stated many times, your unit’'s assistance makes DMAPS stronger and this is
yet another example.





