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Did you know?

Decatur County is named
in honor of Commodore
Stephen Decatur, naval
hero of the War of 1812.

Decatur County was
originally part of Perry
County, which is on the east
shore of the Tennessee River.
Citizens on the western side
petitioned for a new county
in 1845 due to the
inconvenience of having to
cross the river to attend
court.
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COUNTY PERSONNEL POLICIES —
reminder for new officials and department heads

Elected officials and department heads have certain statutory responsibilities
with regard to county personnel policies and compliance with employment laws.
Under T.C.A. § 5-23-107, each elected official and department head within the
county is responsible for:

(1) Ensuring that each employee under such person’s direction has
received a copy of the personnel policies in effect for that office,
including a statement that nothing in the policies is intended to create a
contract of employment or to affect the employment-at-will status of
county employees, and a statement for each employee to sign
acknowledging receipt of a copy of the policies for that employee’s
office or department, and acknowledging that the employee understands
that subsequent amendments will be on file at the office of the county
clerk (these rules are somewhat different for the county board of
education and its employees);

(2) Furnishing to each employee a copy of § 39-16-504, relative to
falsifying, destroying, or tampering with governmental records;

(3) Maintaining all required personnel records, including, but not limited
to, the form I-9 required under federal immigration laws and all wage
and hour records required under state or federal law, unless such records
are maintained in a central payroll office within the county; and

(4) Ensuring that all posters and other employee notifications required
by the Federal Fair Labor Standards Act, the Family and Medical Leave
Act, applicable equal employment opportunity laws, and other
applicable state or federal laws have been posted or otherwise given to
employees.

The CTAS publication entitled Legal Aspects of Personnel Management (April
2010) contains more detailed information that will assist you in complying with
these requirements. If you have any questions about these requirements, contact
your CTAS county government consultant.



http://tennesseeencyclopedia.net/imagegallery.php?EntryID=P035
http://www.ctas.utk.edu/PUBLIC/web/ctas.nsf/EntriesWeb/2B572EB1EDCB722D862570F5006A1F4D/$FILE/2010+Personnel+Manual+-+final+pdf+file-+used+for+website.pdf
http://www.ctas.utk.edu/PUBLIC/web/ctas.nsf/EntriesWeb/2B572EB1EDCB722D862570F5006A1F4D/$FILE/2010+Personnel+Manual+-+final+pdf+file-+used+for+website.pdf

SAMPLE RESOLUTION TO ESTABLISH
COUNTY AUDIT COMMITTEE

In the October newsletter, CTAS advised counties of the
Division of County Audit’s intent to begin formally
recommending the formation of a county audit committee to
address financial and other reporting practices, internal control,
compliance with laws and regulations, and ethics, and to
provide guidance to county management with regard to
reported material weaknesses in internal control and material
noncompliance.

Working with the Division of County Audit, CTAS has
developed a sample resolution that may be used by counties to
establish an audit committee. This resolution has been
reviewed and preliminarily approved by County Audit for
compliance with their guidelines, but before adopting any
resolution establishing an audit committee the county is
required by T.C.A. § 9-3-405 to submit the proposed resolution
to the comptroller’s office for review and the comptroller’s
office must report back to the county whether the resolution
follows recommended guidelines. Accordingly, the county
must submit the resolution it proposes to adopt to the Division
of County Audit for review and receive their report before
adopting the resolution.

The CTAS sample resolution ( &) contains the minimum
requirements for an audit committee. The county may use this
resolution as written, or it can be used as a guide to develop a
resolution with more customized provisions for the particular
county. The Division of County Audit’s guidelines for creating
of an audit committees can be found here ( 8).

Mark Your Calendars!

The Association of County Mayors (ACM) will

OONTY Ay,
4 ’U.J

= at the Holiday Inn Express in downtown

>
F
:
£
3

o it information on the conference, double-click the
paperclip icon (8 ).

hold its Annual Strategic Leadership Conference

Nashville January 10 -12. To view more detailed

CTAS to Offer
Incident Command
Workshop in January

When disaster strikes your
community, it is imperative that the
local officials be able to understand
the basis, as well as the federal
requirements, of the National
Incident Management System
(NIMS). The upcoming course
“Incident Command for Local
Officials” will introduce key leaders
from cities and counties to this
concept to not only assist with the
mitigation of the disaster, but also
prepare for the recovery phase of the
operations, including the complex
reimbursement procedures of the
federal government.

Participants should include city/
county mayors, sheriffs, city
managers, finance directors,
purchasing agents, city recorders,
school superintendents, highway
officials, and public works directors.
It is also recommended that the local
emergency management director
attend with the local officials from
their community.

Four hours of Category A or
recertification credit will be awarded
to participants who are enrolled in
the County Officials Certificate
Training Program (COCTP).

Course dates can be found on the
events calendar on the following
page. To register for a session, use
your Solution Point username and
password. If you do not have a
Solution Point username and
password, click to receive
them.



http://www.ctas.utk.edu/PUBLIC/web/ctas.nsf/0/996CE1E8F3A863A2862577CA006C15A8/$file/Oct+10+CTAS+Newsletter.pdf?openelement
http://www.ctas.utk.edu/PUBLIC/web/ctas.nsf/search/CTAS+Training+Center?opendocument

HOLIDAY INN EXPRESS
920 BROADWAY, NASHVILLE, TN

It's almost that time again for the Annual Strategic Leadership Conference. Attendees are responsible for
making their own hotel reservations by calling the Holiday Inn Reservations line at 1.888.443.7829, 24
hours a day. The nightly room rate is $110.00. Please identify yourself as a part of the Association of
County Mayors when making your reservation to obtain the conference rate. Reservations MUST be made
by December 7™. After this date, the conference rate is unavailable and we cannot get the rate for you.
Please note that the check-in time is at 3:00 p.m. and check-out time is by Noon. Special arrangements can
be made for late check-outs based on availability. The hotel offers complimentary parking for registered
guests. You must “check-in” first to gain access to the secured parking area. The conference registration
fee is $75.00 and $25.00 for a guest. A detailed agenda will be sent out prior to the conference date;
however, registration will begin at 4:00 p.m. and conclude at 5:30 p.m. on Monday, January 10, 2011. A

reception will begin at 5:30 p.m. following registration. For questions directly related to the upcoming
conference, please contact Kim Clark-Carney via email at Kimberly.clark-carney@tennessee.edu or Fred
Congdon at 615.253.6701 or via email at fcong@bellsouth.net. Please mail your check and this registration
form to the following by December 10™ Your check should be made payable to “ACM”:

University of Tennessee, CTAS
ATTN: Kim Clark-Carney
226 Capitol Blvd., Ste 400, Nashville, TN 37219
MAKE YOUR CHECK PAYABLE TO “ACM.”

Name:

Name of Business (if applicable):

Address:

City:

Title:

Office #:

Guest Name:




mailto:Kimberly.clark-carney@tennessee.edu

mailto:fcong@bellsouth.net
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Comptroller of the Treasury
Division of County Audit
Audit Committee Guidelines
September 2010

These guidelines were developed for local governments to establish an Audit
Committee under provisions of Tennessee Code Annotated (TCA), Section 9-3-405.

Background

The Local Government Modernization Act of 2005 (TCA, Section 9-3-405) provides
for the establishment of an audit committee in local governments. This statute
encourages local governments to consider establishing an audit committee and under
certain conditions the comptroller may require that an audit committee be established.
The two conditions are when a local government is in non-compliance with the
accounting and financial reporting standards required by the Governmental
Accounting Standards Board or a local government has recurring findings from the
annual audit for three (3) or more consecutive years as determined by the comptroller
to be a material weakness in internal control or material noncompliance under
government auditing standards.

Purpose of Audit Committee

The audit committee is established to provide independent review and oversight of
the government’s financial reporting processes, the government’s internal controls,
and a review of the external auditor’s report and following up on corrective action,
and compliance with laws, regulations, and ethics.

Audit Committee Guidelines
1) The legislative body shall approve the resolution or charter establishing an
audit committee.

2) The audit committee members shall be external to management. The members
may be members of the governing body, citizens of the local government , or a
combination of both. The members should be appointed by the legislative body
for staggered terms. There should be no fewer than three members on the
committee.

3) The members should possess sufficient knowledge and experience in finance,
business, and accounting to discharge the committee’s duties.

4) The resolution or charter shall provide for the responsibilities and duties of the
committee. These duties shall address financial and other reporting practices,
internal control, compliance with laws, regulations, and ethics.





5)

The resolution or charter creating the duties and responsibilities of the audit
committee shall be submitted to the comptroller prior to approval by the
legislative body. The comptroller shall review the proposed resolution or
charter and report back to the local government on whether it follows
recommended guidelines. The resolution or charter adopted by the legislative
body must conform to the report issued by the comptroller.

6) The audit committee shall provide a written report to the legislative body each

7)

8)

9)

year on how it has discharged its duties.

The audit committee shall establish a process for handling employees,
taxpayers, or other citizens confidential reporting of suspected illegal,
improper, wasteful, or fraudulent activity under provisions of TCA, Section 9-
3-406.

The audit committee should carefully review all audit findings in the audit
report and have consultation with the external auditor regarding the
irregularities and deficiencies disclosed in the annual audit. The committee
should satisfy itself that appropriate and timely corrective action has been
taken by management to remedy the identified weaknesses. The committee
should determine what corrective action, if necessary, should be recommended
to the legislative body.

The meetings of an audit committee shall abide by the notice requirements
adhered to by the local government to which the committee is attached, except
as provided in subsection (d) of TCA, Section 9-3-405.

10)All meetings of the audit committee shall be subject to the meeting provisions

of subsections (d),(e),(f),(g),(h), and (i) of TCA, Section 9-3-405.





Audit Committee and the Internal Audit Function
In many larger governments there is an established independent internal audit
function. In those governments that establish such an internal audit function the
audit committee must always be afforded access to the internal audit annual work
plan, as well as to any and all individual audit reports.

There are varying positions on the reporting relationship between the audit
committee and the internal audit function. One position is to have the internal
audit function completely independent of management and therefore report
directly to the audit committee. Another position is to have the internal audit
function report to the audit committee and administratively to the county
mayor/county executive.

In smaller governments it may not be practical to establish a formal internal audit
function. In that case, the local government may consider either assigning
internal audit responsibilities to its regular employees or obtaining internal audit
services from an accounting firm.

If a local government establishes an internal audit function, the charter for its
operations should be tied to the charter of the audit committee.

Rev6:9/16/10
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RESOLUTION TO ESTABLISH AN AUDIT COMMITTEE 

FOR _______ COUNTY 



WHEREAS, Tennessee Code Annotated (T.C.A.) Section 9-3-405, encourages county governments to establish an independent Audit Committee, and provides that the Tennessee Comptroller of the Treasury (Comptroller) may require an Audit Committee in counties that (1) are in noncompliance with the accounting and financial reporting standards required by the Governmental Accounting Standards Board or (2) have recurring findings from the annual audit for three or more consecutive years that are determined by the Comptroller’s office to be a material weakness in internal control or material noncompliance with government auditing standards; and 



WHEREAS, the Comptroller and the Government Finance Officers Association of the United States and Canada recommends that all county governments establish an Audit Committee as a best practice and to assist the County Commission in the oversight of the public funds and financial reporting process; and



WHEREAS, the _______ County Commission realizes the need, especially in today’s current environment of fewer available resources, for increased transparency and accountability of public funds, and that the County Commission is ultimately responsible for ensuring that management is meeting its internal control and financial reporting responsibilities; and



WHEREAS, the County Commission finds it to be in the best interests of _______ County to establish an Audit Committee;



NOW THERFORE BE IT RESOLVED by the County Commission of _______ County, meeting this _____ day of _______________, 20___, that:



SECTION 1. Pursuant to the provisions of T.C.A. § 9-3-405, the County Commission of _______ County does hereby establish an Audit Committee to provide independent review and oversight of the county’s financial reporting processes and the county’s internal controls, a review of the external auditor’s report and follow up on management’s corrective action, and compliance with laws, regulations, and ethics.



SECTION 2. The Audit Committee will consist of ____ (__) members [no fewer than three members], to be comprised of members of the County Commission, citizens of _______ County, or a combination of both. To insure the committee’s independence and effectiveness, no Audit Committee member will be an elected official (with the exception of elected County Commissioners), employee, spouse of an official/employee, or person that comingles assets with an official/employee of _______ County.  While committee members need not be accountants, they should possess sufficient knowledge and experience in finance, business, and accounting to discharge the committee’s duties. The members of the Audit Committee shall be appointed by the County Commission to staggered ____(__) year terms.  To establish staggered terms, the initial members of the committee shall be appointed so that half of the members serve ___ year terms and half serve ___ year terms.  Thereafter all members shall be appointed to serve ____ year terms.



SECTION 3.  Meetings of the Audit Committee shall be held in accordance with the provisions of T.C.A. § 9-3-405. Meetings shall be subject to the open meetings provisions of T.C.A. Title 8, Chapter 44, except that upon a majority vote of those members in attendance for the public portion of a meeting, the Audit Committee may hold confidential, nonpublic executive sessions to discuss the following items as authorized in T.C.A. § 9-3-405:



(1)  Items deemed not subject to public inspection under T.C.A. §§ 10-7-503 and 10-7-504, and all other matters designated as confidential or privileged;



(2) Current or pending litigation and pending legal controversies;



(3) Pending or ongoing audits or audit related investigations;



(4) Information protected by federal law; and



(5) Matters involving the reporting of illegal, improper, wasteful, or fraudulent activity under T.C.A. § 9-3-406, where the informant has requested anonymity.   



The Audit Committee will follow Roberts Rules of Order.  Each year at its first meeting, the committee will elect a chairman, vice-chairman, and secretary.  Meeting agendas will be prepared by the chairman and provided in advance to members along with appropriate briefing materials.  Minutes of the Audit Committee meetings will be filed in the Office of County Clerk.



SECTION 4.  The committee shall have access to the services of a financial expert, either through a committee member or an outside party engaged by the committee for this purpose. Such financial expert should, through both education and experience, and in a manner specifically relevant to the county government sector, possess (1) an understanding of generally accepted accounting principles and financial statements; (2) experience in preparing or auditing financial statements of comparable entities; (3) experience in applying such principles in connection with the accounting for estimates, accruals, and reserves; (4) experience with internal accounting controls; and (5) an understanding of Audit Committee functions.  



SECTION 5.  The duties and responsibilities of the Audit Committee are:  



(a)  To carefully review, upon completion of the county’s annual audit, all audit findings in audit report and consult with the external auditors regarding any irregularities and deficiencies disclosed in the annual audit. The Audit Committee is empowered to meet with management to discuss audit findings and/or disagreements with the external auditors. The committee should satisfy itself that appropriate and timely corrective action has been taken by management to remedy any identified weaknesses.  The committee should determine what corrective action, if any, should be recommended to the County Commission.



(b)  To consider the effectiveness of the internal control system, including information technology security and control, review the effectiveness of the system for monitoring compliance with laws and regulations, and review the process for communicating the county’s ethics policies to county personnel and monitoring compliance therewith.



(c)  To establish a process by which employees, taxpayers, or other citizens may confidentially report suspected illegal, improper, wasteful or fraudulent activity under provisions of T.C.A. § 9-3-406. 



(d)  To annually present a written committee report detailing how it discharged its duties and any committee recommendations to the full County Commission.



SECTION 6.  The Audit Committee will be adequately funded to carry out the duties and responsibilities as set out in this Resolution and under applicable law.



SECTION 7.  This resolution creating the duties and responsibilities of the Audit Committee has been submitted to the Comptroller prior to approval by this legislative body, and this resolution conforms with the report issued by the Comptroller.



Adopted this ____ day of __________, 20___.







APPROVED:





__________________________

County Mayor



ATTEST





_________________________

County Clerk

cmarsali
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Have comments or suggestions for this newsletter?
Contact Claire Marsalis at claire.marsalis(@tennessee.edu.

Washington Post

Provides Q&A on
New Health Care CALENDAR OF EVENTS

Reform _ _ o
Dec.1-3 County Officials Certificate Training Program (COCTP)

Annual Renewal Conference, Franklin

Washington Post health
reporter Michelle Andrews
has organized a question and
answer section about what to
expect as you review your
health plan options this fall.

Jan. 4 Incident Command for Local Officials, Johnson City
Jan. 5 Incident Command for Local Officials, Knoxville

Jan. 10 — 12 Assoc. of County Mayors Annual Strategic Leadership
Conference, Nashville

The questions relate to
premiums, deductibles, and
out-of-pocket costs. They also
discuss what’s changing
because of health reform.

Jan. 21 Incident Command for Local Officials, Jackson

Feb. 1 Incident Command for Local Officials, Franklin

*For more detailed event information, click here

The information can be

accessed by selecting the
link below.

. County Audit Offers Guidance on Trustee’s
County officials are .
encouraged to review these Responsibility to Detect and Report Fraud,

questions rfmd ar.lswers.and Waste, and Abuse
share the link with their

employees.

Attached below is a document from Jerry Durham, CPA, CGFM, CFE,
Technical Manager with the Division of County Audit of the State
Comptroller’s Office. As Mr. Durham notes, the statements within the
document represent the Division of County Audit’s understanding of the
Trustee’s responsibilities based on various state statutes and years of audit
experience involving the Office of Trustee. They are intended as a training
tool to assist trustees in making informed judgments about their responsibility
to detect and report fraud, waste, and abuse. These statements are not intended
as legal advice.

To view the document, double-click the paperclip icon (& ).

County Officials E-News-is a monthly newsletter provided by the University of Tennessee
County Technical Assistance Service in an effort to promote better county government
through direct assistance to county officials and their associations.

226 Capitol Boulevard, Suite 400 m Nashville, TN 37219
Phone: (615) 532-3555 = Fax: (615) 532-3699
www.ctas.tennessee.edu



http://www.ctas.utk.edu/PUBLIC/web/ctas.nsf/search/EventsCalendar?opendocument
http://live.washingtonpost.com/what-to-expect:-health-plan-options-this-fall.html
http://live.washingtonpost.com/what-to-expect:-health-plan-options-this-fall.html
http://live.washingtonpost.com/what-to-expect:-health-plan-options-this-fall.html

Division of County Audit

Trustee’s Responsibility to Detect and Report Fraud, Waste, and Abuse
By Jerry E. Durham, Technical Manager, CPA, CGFM, CFE

(The following statements represent the Division of County Audit’s understanding of the
Trustee’s responsibilities based on various state statutes and years of audit experience
involving the Office of Trustee. They are intended as a training tool to assist Trustees in
making informed judgments about their responsibility to detect and report fraud, waste, and
abuse. These statements are not intended as legal advice.)

1. Along with all other local government officials, Trustees have a statutory responsibility
to report Fraud, Waste, and Abuse, Section 8-4-503, Tennessee Code Annotated.
Trustees are not required to report Fraud, Waste, and Abuse unless information about
these matters comes to their attention (i.e. the Trustee has knowledge of a fraud or
alleged fraud from an available source). Trustees are not required to search out that
information. Neither are they required to be an expert in detecting matters of fraud
that might be associated with information processed through their office. Fraud by its
very nature is intentionally concealed, and therefore; difficult to detect.

Consider disbursements (i.e. paid warrants/checks). Trustees are not required by
statute or by fiduciary responsibility to audit paid warrants/checks. State statutes do
require Trustees honor warrants/checks when monies are available and failure to do so
is a Class C misdemeanor and grounds for removal from office, Section 8-11-105,
Tennessee Code Annotated.

In addition, Trustees generally do not have means to detect disbursement fraud. For
example, one method to uncover fraud i1s to examine endorsements on paid
warrants/checks. Most Trustees no longer physically examine paid warrant/checks
because of electronic reconciliation processes. Trustees are not required to physically
examine paid warrants/checks or review endorsements. Furthermore, some banks no
longer provide that information. = When endorsement information is provided, the
information is often illegible. Even if Trustees examined endorsements on every
warrant/check presented to their offices, they probably would not be able to detect
existing fraud because they are often unfamiliar with fund budgets or who represents
legitimate vendors/employees, not to mention the difficulty involved in identifying
forged signatures and endorsements. Auditors from the Division of County Audit are
hindered by these same issues. In spite of these obvious limitations, Trustees have been
responsible for uncovering major frauds.

2. Trustees have a fiduciary responsibility to properly collect, record, deposit, invest, and
allocate receipts and disbursements in a timely fashion. Trustees also have a fiduciary
responsibility to protect the assets that are under the control of their office. Trustees
have sworn an oath to follow laws such as the three-day deposit, bank collateral,
investment, and surety bond laws, etc. All of these laws were designed to protect
against the loss of public assets. In a similar way, Trustees have a fiduciary





responsibility to take reasonable steps to eliminate the opportunity to commit fraud
within their office. This can be accomplished by establishing appropriate internal
controls. However, there is no such thing as perfect internal controls that eliminate the
possibility of fraud or guarantee fraud will be prevented or detected. Remember the
fraud triangle. Frauds require a Rationalization, an Opportunity, and an Incentive.
Internal controls are about reducing Opportunity.

What is Waste and Abuse? Accounting Standards do not define waste but they do
define abuse. Waste and abuse are terms that are often associated with grant activity.
The definitions of waste and abuse are similar. One definition of waste is “the
extravagant, careless, or needless expenditure of government funds, or the consumption
of government property, that results from deficient practices, systems, controls, or
decisions.” Waste does not necessarily involve fraud, or noncompliance with provisions
of laws, regulations, contracts, or grant agreements.

Abuse is defined in accounting literature as behavior that is deficient when compared to
behavior that a prudent person would consider reasonable and necessary business
practice given the facts and circumstances. Abuse also includes the misuse of authority
or position for personal financial interests or those of an immediate or close family
member or business associate. Abuse does not necessarily involve fraud, or
noncompliance with provisions of laws, regulations, contracts, or grant agreements.

Both definitions are subjective. What one person considers waste, another might
consider necessary. Therefore, we recommend restraint when reporting waste and
abuse unless the situation is obvious and egregious.

Trustees can obtain a Fraud Reporting Form by using the link to the Division of County
Audit on the Comptroller’s website
http://www.comptrollerl.state.tn.us/ca/fraudreport.asp

Contact information:

Jerry E. Durham
Division of County Audit
Suite 1500, James K. Polk Building
Nashville, Tn. 37243-1402

Telephone: 615.401.7951
Email: Jerry. Durham@tn.gov
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