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Independent Accountant’s Report on Applying Agreed Upon Procedures

July 11, 2023

Ms. Connie Munn, Director
South Carolina Department on Aging
Columbia, South Carolina

We have performed the procedures described in Attachment 1 on the systems, processes and behaviors
related to financial activity of the South Carolina Department on Aging (the Department) for the period July 1, 2022,
through April 30, 2023, and the fiscal year ended 2022. The Department’s management is responsible for the
systems, processes and behaviors related to financial activity.

The Department’s management has agreed to and acknowledged that the procedures performed are
appropriate to meet the intended purpose of understanding the systems, processes and behaviors related to
financial activity. This report may not be suitable for any other purpose. The procedures performed may not address
all the items of interest to a user of this report and may not meet the needs of all users of this report and, as such,
users are responsible for determining whether the procedures performed are appropriate for their purposes.

We were engaged by the Department to perform this agreed-upon procedures engagement and conducted
our engagement in accordance with attestation standards established by the American Institute of Certified Public
Accountants. We were not engaged to and did not conduct an examination or review engagement, the objective of
which would be the expression of an opinion or conclusion, respectively, on the systems, processes and behaviors
related to financial activity of the Department for the engagement periods. Accordingly, we do not express such an
opinion or conclusion. Had we performed additional procedures, other matters might have come to our attention
that would have been reported to you.

The concept of materiality does not apply to findings to be reported in an agreed-upon procedures
engagement. Therefore, all findings from the application of the agreed-upon procedures must be reported unless
the definition of materiality is agreed to by the Department’'s management. Management of the Department has
agreed that the following deficiencies will not be included in the State Auditor's Report on Applying Agreed-Upon
Procedures:

e Errors of less than $1,000 related to non-payroll procedures.

We are required to be independent of the Department and to meet other ethical responsibilities, in
accordance with the relevant ethical requirements related to our agreed-upon procedures engagement.

This report is intended solely for the information and use of the management of the South Carolina
Department on Aging, and is not intended to be, and should not be, used by anyone other than these specified
parties. However, this report is a matter of public record, and its distribution is not limited.
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George L. Kennedy, lll, CPA
State Auditor
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Attachment 1

South Carolina Office of the State Auditor
Agreed-Upon Procedures - South Carolina Department on Aging (L06)

The following procedures were performed for the period July 1, 2022, through April 30, 2023:

Cash Receipts/Revenues

1. Haphazardly select ten cash receipts and inspect invoices, drawdown screenshots, emails, and
Memorandum of Agreements to determine:

Receipt agrees with the general ledger as to amount, date, payor, and account classification.
Receipt was deposited in a timely manner, in accordance with Proviso 117.1 of the fiscal year
2023 Appropriation Act.

e Both revenue collections and amounts charged are properly authorized by the South Carolina
Code of Laws Sections 43-21-50 and 43-21-40.

e Receipt was recorded in the proper fiscal year.

Finding

Based on inspection of the memorandum of agreement, one receipt did not agree with the general ledger as to
account classification.

Management Response

Management understands the finding and has corrected the issue with a journal entry to reclassify the revenue to
a more appropriate revenue general ledger code.

Non-Payroll Cash Disbursements

2. Haphazardly select fifteen non-payroll cash disbursements and inspect invoices and drawdown requests
to determine:

e Disbursement’s invoice agrees to the general ledger as to vendor, amount, date, and account
classification.

e Disbursement approval was performed by an individual, with proper authority, other than the
preparer.
Disbursement was a valid expenditure of the Department.
Disbursement was recorded in the proper fiscal year.

For federally funded non-payroll cash disbursements, inspect invoices and drawdown requests to
determine:

e The disbursement is in accordance with the requirements and period of performance of the
program and is properly reported on the South Carolina Enterprise Information System (SCEIS)
Business Warehouse Schedule of Federal Awards (SEFA) report as to fund source, reportability,
federal sponsor, and assistance listing number.

3. Haphazardly select ten purchasing card transactions and inspect the credit limit report, bank statements
and receipts to determine:

e Cardholder is an authorized user and individual credit limits have been properly approved in
accordance with Division of Procurement Services’ South Carolina Purchasing Card Policy and
Procedures.

e Purchase is a valid expenditure.

e Monthly purchase summary was submitted along with applicable receipts and signed by the
cardholder and approved by the supervisor.



Non-Payroll Cash Disbursements (Continued)

e Purchase did not exceed the single transaction limit or the individual credit limit and there was no
indication of transaction splitting.

e Purchase did not exceed the procurement code's small purchase, no competition limit set forth in
Section 11-35-1550(2)(a).

4, Inspect the Department’s procurement policies and procedures to confirm that they were submitted to the
Material Management Office for review in accordance with South Carolina Code of Regulation § 19-
445.2005.

5. Haphazardly select five procurement purchases and inspect purchase orders, invoices, emails, and

requisitions to determine:

Purchase order was prepared for a purchase over $2,500.

Requisition was processed within ten days after the request was submitted.

Requisition was approved by the appropriate personnel.

Department maintained sufficient documentation to confirm that the procurement purchase was
necessary, reasonable, allowable, and the method of application used.

Findings

Purchasing Cards — We observed that two cardholders’ individual credit limits were not approved in accordance
with the Division of Procurement Services’ South Carolina Purchasing Card Policy and Procedures. Additionally,
one instance of transaction splitting was observed.

Procurement Policies and Procedures — The Department’s procurement policies and procedures were not
submitted to the Material Management Office for review in accordance with South Carolina Code of Regulation §
19-445.2005.

Procurement Purchases — We observed that one purchase order was prepared after the purchase was
executed by the Department. Additionally, the Department did not maintain sufficient documentation to confirm
that four procurement purchases were necessary, reasonable, and allowable. Two requisitions for procurement
purchases were not approved within ten days as required by the Department’s procurement policies and
procedures.

Recommendation

We recommend the Department utilize the approval process within the SCEIS accounting system for procurement
purchases to mitigate risks associated with untimely approvals, unauthorized approvals, and for document
retention purposes.

Management’s Responses
Management agrees with the findings.

Purchasing Cards — By the end of July 2023, the Department will review its purchasing card spending over the
past six months and reauthorize the spending limits for all cardholders. Additional training regarding purchasing
card procedures as established by the Division of Procurement Services will also be provided to the appropriate
employees. The training will include an understanding of what transaction splitting is and why it is not acceptable.

Procurement Purchases — The Department will submit its policies and procedures that relate to procurement to
the Material Management Office as required by South Carolina Code of Regulation §19-445.2005.

Procurement Purchases — The Department agrees all purchases should be properly authorized prior to delivery
of goods or services. The Department has contacted SCEIS to discuss how to move forward with the suggested
revised procurement process in order to mitigate these types of issues and maintain sufficient documentation.
The Department will begin the transition during fiscal year 2024. SCEIS has indicated that this could be
accomplished in under sixty days. Finance personnel will coordinate with procurement personnel and the
department director to determine appropriate dollar limits as well as acceptable approvers for various programs
and purchase types.



Payroll

6. Select all employees who terminated employment during the fiscal year to determine if they were
removed from the payroll system in accordance with the best practices established by the South Carolina
Human Resources Division, and that their last paycheck, including any leave payout, was properly
calculated.

7. Select all employees hired during the fiscal year to determine if they were added to the payroll system in
accordance with the best practices established by the South Carolina Human Resources Division and
that their first paycheck was properly calculated.

Findings

One terminated employee and one newly hired employee were not timely removed / added to the payroll system
in accordance with the best practices established by the South Carolina Human Resources Division.

Management’s Responses
Management agrees with the findings. The current process for adding and removing newly hired and terminated
employees, respectively, to the payroll system is not in accordance with the best practices established by the
South Carolina Human Resources Division. Therefore, the Department will now add and remove employees from
the payroll system in the same SCEIS pay period that the employee is hired or terminated to bring our payroll
process in agreement with the best practices established by the South Carolina Human Resources Division.
Additionally, new hires will only be hired on the 2nd and 17th of each month moving forward.
Journal Entries and Transfers
8. Haphazardly select five journal entries and five transfers and inspect the journal entry, loan transfer, and
journal voucher forms to determine that the journal entries and transfers are valid and approved by
someone with proper authority different form the preparer.
We found no exceptions as a result of the procedure.
Assets
9. Haphazardly select five assets from the SCEIS Asset History Report and observe their existence.
We found no exceptions as a result of the procedure.
Department-Specific Provisos
10. Determine compliance with Department-specific state proviso 40.5 (Home and Community-Based
Services) by inquiring with management and observing Area Agencies on Aging budgets, Department

calculations, and their Home and Community-Based Services State Fiscal Year 2023 Distribution Report.

11. Determine compliance with Department-specific state proviso 40.6 (Geriatric Loan Forgiveness Program)
by inquiring with management and observing approved applications.

We found no exceptions as a result of the procedures.

Status of Prior Findings

12. Through inspection of period July 1, 2022, through April 30, 2023, cash receipts and non-payroll
disbursements, and the fiscal year 2022 Accounts Payable Reporting Package, determine if the
Department has taken the appropriate corrective actions on the findings reported during the engagement

for the prior fiscal year.

We determined the Department has taken the appropriate corrective action on the prior year findings.



The following procedures were performed for the fiscal year ended June 30, 2022:

Reporting Packages

13.

14.

Finding

Inspect fiscal year end reporting packages submitted to the Office of the State Comptroller General (CG).
Compare responses in the Master Reporting Package Checklist and any required supplemental
information to year end reporting packages submitted to the CG and Department prepared records.
Additionally, compare the dates submitted to the due dates established by the CG’s Reporting Policies
and Procedures Manual.

In addition to the procedure above, perform the following:

Grants and Contributions Revenue Reporting Package

Haphazardly select five grants and agree the reported beginning and ending fund balances,
receipts, expenditures, fund, grant number, accounts payable amounts, and Catalogue of Federal
Domestic Assistance number (now known as Assistance Listing Number) to the prior year
package or SCEIS. In addition, confirm through inquiry that the Department properly reported
their deferred revenue on the Grants Receivables and Deferred Revenue Summary Form and
Contributions and Deferred Revenue Summary Forms.

Accounts Payable Reporting Package
Agree amounts to the Department’s prepared records. In addition, haphazardly select ten

payables reported on the Accounts Payable Summary Form and determine if the amounts were
properly classified, calculated, and reported.

Deferred revenue contributions were overstated by $165,796 on the Contributions and Deferred Revenue

Summary Form.

Management Response

Management agrees that this issue was not discovered during the review process for the reporting package. The
Department will make the appropriate adjustments to its internal procedures for preparing and reviewing the
reporting package to ensure this error is not duplicated on the fiscal year 2023 reporting package.

Personal Property

15.

Inspect the inventory of personal property, excluding expendables, provided by the Department to
determine that it was completed during the fiscal year as required by South Carolina Code of Laws
Section 10-1-140.

We found no exceptions as a result of the procedure.
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