South Carolina
Department of Veterans’ Affairs

Columbia, South Carolina

State Auditor’s Report

For the Fiscal Years Ended

June 30, 2021 and June 30, 2022



SOUTH CARDLINA OFFICE OF THE STATE AUDITOR 1401 Main Street, Suite 1200 - Columbia, SC 29201

l@SA SOUTH CAROLINA OFFICE OF THE STATE AUDITOR

Independent Accountant’s Report on Applying Agreed Upon Procedures

July 14, 2022

William F. Grimsley, Secretary
South Carolina Department of Veterans’ Affairs
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 of Veterans’ Affairs (the Department) for the fiscal
years 2021 and 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 fiscal years 2021 and 2022. 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 cash receipts and non-payroll cash disbursements transactions.
e Errors of less than $1,000 related to reporting packages.

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 of Veterans’ Affairs, 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 Related to the South Carolina Veterans’ Affairs (E260)

The following procedures were performed for the fiscal year ended June 30, 2021:

Reporting Packages

1. 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, the South Carolina Enterprise
Information System (SCEIS) and Department prepared records. Additionally, compare the dates
submitted to the due dates established by the CG’s Reporting Policies and Procedures Manual.

2. In addition to the procedure above, perform the following:
e Accounts Payable Reporting Package
Agree amounts to the SCEIS general ledger, SCEIS Yearend Rptg - Prior Year Payables with
Vendor, SCEIS Yearend Rptg — Interagency Prior Year Payables with Vendor reports, and

Department prepared records. In addition, haphazardly select five payables and determine if the
amounts were properly classified, calculated and reported.

e Subsequent Events Questionnaire
Compare responses and any required supplemental information to the SCEIS general ledger and
Department prepared records. In addition, select the payable from the Subsequent Events
Accounts Payable Worksheet and determine if the amount was properly classified, calculated,
reported, and excluded from the original Accounts Payable Reporting Package submission.
We found no exceptions as a result of the procedures.
Personal Property
3. Through inquiry of management and inspection of supporting documentation, determine that an inventory
of Department property, excluding expendables, 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.

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

Cash Receipts/Revenues
4, Haphazardly select five deposits and inspect supporting documentation to determine:

e Supporting documentation for transaction agrees with the general ledger as to amount, date,
payor, and account classification.

o All individual revenues/receipts within the selected deposit were deposited in a timely manner, in
accordance with Proviso 117.1 of the fiscal year 2022 Appropriation Act.

e Both revenue collections and amounts charged are properly authorized by law and that any fee
increases are in accordance with Proviso 117.7 of the fiscal year 2022 Appropriation Act.

e All individual receipts within the selected deposit are recorded in the proper fiscal year.

Finding

Receipts totaling $1,800 for one deposit were not deposited in a timely manner. A similar finding was reported in
the 2020 State Auditor’'s Report.



Cash Receipts/Revenues (Continued)
Management’s Response

This error was identified during the State Auditor's engagement performed in June 2021. In response to this
finding, the Department prepared a solution that included a direct deposit option to allow the Veterans’ Cemetery
(the Cemetery) staff to rapidly process incoming checks while providing a more definitive record of the processing
timeline. While this solution presented some challenges regarding adequate accounting safeguards and the
training of Cemetery personnel, the Department deemed it the best available solution. The Department began the
partial implementation of this solution in the fall of 2021, but personnel turn-over at the Cemetery and at the
Department level, combined with the failure of the Department Chief of Staff to monitor the implementation
process, resulted in a gradual return to the inadequate processes of the past.

In May 2022, as part of the preparation for the State Auditor's next engagement, the Department’s Resource
Manager, hired in November 2021, discovered the inadequate practices for handling Cemetery receipts. In June
2022, she instituted a new process in which funds received by the Cemetery are deposited immediately upon
receipt. The Resource Manager trained the Cemetery personnel involved in this process and provided written
instructions and examples to guide them in executing their duties. We believe this process, now fully
implemented, addresses the issues identified in this year’'s and last year's engagements.

Cash Disbursements/Non-Payroll Expenditures

5. Haphazardly select fifteen non-payroll disbursements and inspect supporting documentation to
determine:

e The transaction is properly completed as required by Department procedures and invoice(s)
agree(s) with general ledger as to vendor, amount, and date.

All supporting documents and approvals are present and agree with the invoice.

The transaction is an actual expenditure of the Department.

The transaction is properly classified in the general ledger.

Disbursement is recorded in the proper fiscal year.

Clerical accuracy.

For South Carolina Military Relief Grant Fund disbursements, additionally inspect supporting information
to determine:

e The payment did not exceed the maximum for the specific grant type (i.e. need, status, or next-of-
kin based) as defined by South Carolina Code of Laws Section 25-11-330.

6. Haphazardly select five purchasing card transactions from the CG’s listing of purchasing card
transactions for the period and inspect supporting documentation to determine:

e The cardholder is an authorized user and individual credit limits have been properly approved in
accordance with Department policies.

e The purchase is authorized based on the cardholder’s job title/position.

e The monthly purchase summary was submitted along with applicable receipts and signed by both
the supervisor and cardholder.

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

We found no exceptions as a result of the procedures.

Payroll

7. Haphazardly select five employees who terminated employment during the fiscal year to determine if they
were removed from the payroll in accordance with the Department's policies and procedures and that
their last pay check, including any leave payout, was properly calculated.

8. Haphazardly select five employees hired during the fiscal year to determine if they were added to the
payroll in accordance with the Department's policies and procedures and that their first pay check was
properly calculated. For the one staff attorney hired, also confirm compliance with South Carolina Code
of Laws Section 1-7-160.
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Payroll (Continued)
Finding

An underpayment of approximately $175 was identified in the final paycheck of one employee who terminated
employment with the Department.

Management’s Response

This error occurred due to a misunderstanding of the final working date of the employee based on paperwork.
This issue was corrected on the date it was brought to our attention and the employee has been compensated for
the underpayment. HR Management spoke with the employee who made the error and provided guidance to the
employee and to the Payroll Manager.

Journal Entries and Transfers

9. Haphazardly select three journal entries and two transfers and inspect supporting documentation to
determine:

o Postings in the general ledger agree to supporting documentation.
e Transaction is properly approved.
e The purpose of the transaction.

We found no exceptions as a result of the procedure.

Assets

10. Select all (three) asset acquisitions and inspect supporting documentation to determine that each asset
was properly capitalized and posted to the general ledger in accordance with the CG’s Reporting Policies
and Procedures Manual.

11. Haphazardly select three capital asset retirements and inspect supporting documentation to determine
that each asset was approved for removal and removed from the general ledger in accordance with the
CG’s Reporting Policies and Procedures Manual.
We found no exceptions as a result of the procedures.

Lease Reporting

12. Obtain the Lease Reporting Package due on March 31, 2022, and agree Department leased asset value
in SCEIS to lease documentation. In addition, agree lease building principal and interest general ledger
account balances in SCEIS to lease documentation.
We found no exceptions as a result of the procedures.

Status of Prior Findings

13. Through inquiry of management and inspection of supporting documentation, determine the Department
has taken appropriate corrective action on the findings reported during the engagement for the prior fiscal

year.

We determined the Department has taken corrective action on the findings except as reported in the
Cash Receipts/Revenue finding above.
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