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This review summarizes the report on the Illinois Department of Labor for the two years ended June 30, 2007, filed with the Legislative Audit Commission April 3, 2008.  The auditors performed a compliance examination in accordance with Government Auditing Standards and State law.
The Department of Labor administers and enforces various Illinois Labor Laws that regulate wages, hours, working conditions, minors in the work force and licensing of employers in certain businesses.  The Department also administers the Displaced Homemaker Program, the Equal Pay Act, the Victims Economic Security and Safety Act, the Private Employment Agencies Act, and the Nurse Agency Licensing Act.  

The Department promotes and protects the rights, wages, welfare, working conditions, safety and health of Illinois workers through education and the enforcement of the State labor laws and standards, and safeguards the public through the regulation of amusement rides.  A summary of operating statistics, prepared from Department records, is presented in Appendix A.  

The Department had two directors during the audit period:  Arthur Ludwig was Director from July 2004 through December 31, 2006. The current Director, Catherine Shannon served first as Acting Director from December 18, 2006 through January 31, 2007, and has served as Director since February 1, 2007.  She was previously employed by the Department in the capacity of Legislative Director.
The average number of employees during the fiscal years was:

	Division
	2007
	2006
	2005

	   General Office
	
10
	
10
	
11

	   Employment Progress of Women & Minorities                                                                 
	
       3
	          3
	
3

	   Displaced Homemakers
	   
     1
	
       1
	
   1

	   Public Safety 
	
16
	
     16
	
17

	   Fair Labor Standards
	
46
	
42
	
         46

	        TOTAL
	     
 76
	   
 72
	    
77


Expenditures From Appropriations

The General Assembly appropriated $6,305,500 to the Department of Labor for FY07.  All but $200,000 was from the General Revenue Fund.  Appendix B summarizes these appropriations and expenditures for the period under review.  Total expenditures for the Department were $5,850,674 in FY07 compared to $5,329,416 in FY06, an increase of $521,258, or 9.8%.  The increase is attributable to increases in personal services and retirement funding.
Lapse period expenditures for FY07 were $257,564, or 4.4% of total expenditures.

Property and Equipment

Appendix C provides a summary of property and equipment for FY07 and FY06.  Property and equipment, for which the Department was accountable, decreased from $702,115 as of July 1, 2005 to $664,820 as of June 30, 2007. 
Cash Receipts

Appendix D summarizes cash receipts of the Department for the last three fiscal years.  The information presented is considered not examined by the auditors (see Finding No. 1).    The comparative schedule of cash receipts shows $1,781,768 in FY07 compared to $1,310,430 in FY06, a $471,338, or 36% increase from FY06 to FY07.   The increase in the Special State Trust Fund was due to overall increase in wage claim complaints by employees and collections by the Department.  The increase in the Child Labor Law Enforcement Fund was due to increased enforcement of the Day and Temporary Labor Services Act and an increase in collection efforts. 
Other Funds

The Department administers funds which are held in the State Treasury.  The Special State Trust Fund is a nonappropriated fund which is custodial in nature and used to account for certain monies collected from various employers by the Department of Labor as agent for individual claimants who have been paid wages at substandard rates.  Monies collected are remitted to the claimants.  

The Child Labor Fund was established to account for monies collected under the civil penalty provision of the Child Labor Act.  The funds collected are subject to legislative appropriation for activities or purposes related to the enforcement of the Act.  

The Department received a grant directly from the U.S. EPA in FY05 to focus on promoting services and providing current information to school officials related to indoor air quality.

Accountants’ Findings and Recommendations

Condensed below are the 16 findings and recommendations presented in the compliance report.  There were ten repeated recommendations.  The following recommendations are classified on the basis of updated information provided by the Department in a memo received via electronic mail on June 25, 2008.

Accepted or Implemented
1.
Maintain documentation to support amounts reported on the Agency Fee Imposition Reports and retain copies of the reports in their entirety.  Comply with SAMS Procedures by documenting collection efforts on past-due amounts owed to the State.  Also comply with SAMS Procedures by performing monthly reconciliations of Department records to Comptroller records and notify the Comptroller’s Office of any un-reconcilable differences noted.  Comply with the State law by making timely deposits into the State Treasury and documenting the date that receipts are received. Enforce good internal controls over receipts to ensure collection of revenue and adequate documentation is maintained and readily available for all transactions.  (Repeated-2005)
Findings:
The Department did not exercise adequate controls over revenues as follows:

· The Department did not maintain documentation to support amounts reported on their Agency Fee Imposition Reports prepared for FY06.  Also the Department had a $15,003 unresolved discrepancy in its documentation to support amounts reported on the Agency Fee Imposition Report prepared for FY07.  The Department also did not retain copies of the Agency Fee Imposition Reports in their entirety for auditor examination and testing.    

· The Department did not maintain documentation of returned checks during the examination period.  As a result, auditors could not determine if collection attempts on the unpaid amounts were made.  According to Department records, the Department collected $1,310,430 and $1,781,768 in receipts during FY06 and FY07, respectively.
· The Department could not locate monthly reconciliations of its receipts to Comptroller records for any of the 24 months covered by the examination. 

The auditors also noted the following weaknesses in the Department’s processing of receipts:

· Fifty-one of 60 (85%) receipts tested, totaling $160,454, were inconsistent in terms of dates received and dates deposited on the Department’s Check Receipts System and the Department’s files, respectively.  

Accepted or Implemented – continued

· Records did not include date stamps for 32 of 60 (53%) receipts tested, totaling $103,372.      

· Nineteen of 60 (32%) receipts tested, totaling $58,899, were deposited between 4 and 33 days late.  

· The Department did not retain copies of the checks or bank deposit slips for two of 60 receipts tested, totaling $5,995.

Department personnel stated the lack of documentation was caused by a former employee’s poor recordkeeping.  In addition, the Department was without a chief fiscal officer for part of the examination period.  The current fiscal officer came on board on March 1, 2007.  

Updated Response:
Accepted and partially implemented.  Complete work paper documentation related the Agency Fee Imposition Report will be retained.  The Department is compliant with regards to documentation of collection efforts of NSF checks.  All monthly reconciliations are current and performed timely.  Check handling program change under study to address the timely deposit of checks.

2.
Maintain detailed records of all billings to support accounts receivable balances reported.  Periodically review all accounts receivable to facilitate collection attempts and to maximize revenues.   (Repeated-2005)
Findings:
The Department did not exercise adequate controls over accounts receivable records and reporting as follows:

· Could not locate documentation to support the transactions reported on 21 of 24 (88%) quarterly accounts receivable reports submitted to the Comptroller’s Office during FY06 and FY07. 

· Two of three quarterly accounts receivable reports for the quarter ended June 30, 2007 were incomplete and inaccurate.  While the receivables amounts were accurately classified by revenue source code, $822,000 was erroneously excluded from the portion of the report summarizing accounts receivables activity for the General Revenue Fund (Fund 001).  Reports prepared describing accounts receivable activity for the Child Labor Law Enforcement Fund (Fund 357) overstated the total value of accounts over 90 days past due by $3,000.  The Department also reported $3,000 in receivables for Fund 357 in the improper aging categories.  In addition, the Department erroneously excluded $880,000 in receivables when the overall summary of accounts receivable activity was prepared.    

· Did not maintain adequate accounts receivable records to facilitate aging and collection attempts on unpaid amounts.  Further, there does not exist an adequate method of tracking and monitoring complaints related to billings, or receivables, due to the absence of proper accounts receivable records.   
· Three of 24 accounts receivable reports prepared by the Department were submitted to the Comptroller’s Office 4 days late.  

Department personnel stated the quarterly accounts receivable reports that should have been prepared by a former employee could not be located.  In addition, the accounting records for the Department’s receivables are decentralized requiring manual compilation to prepare the necessary reports which led to errors, and the reports were submitted late due to oversight.  In addition, the Department was without a chief fiscal officer for three months of the examination period prior to the current fiscal officer coming on board on March 1, 2007.

Department personnel stated the June 30, 2007 reports submitted to the Office of the Comptroller were the first attempt to prepare receivables in accordance with certain SAMS procedures.  While the Department and the OAG calculation of total gross receivables are the same, the Department acknowledges two sub-totals were not added together and that there were differences in how the aging categories were calculated.

Updated Response:
Accepted and partially implemented.  An electronic database program will be modified that enhances information related to individual penalty assessments reported.  The Department of Labor reviews the receivables in collection at the Attorney General’s Office on a monthly basis.
3.
Strengthen controls over the recording and reporting of State property by reviewing inventory and recordkeeping practices to ensure compliance with statutory and regulatory requirements.  Ensure all equipment is accurately and timely recorded on the Department’s property records and properly tagged. In addition, thoroughly review all reports prepared from internal records for accuracy before submission to the State Comptroller and the Department of Central Management Services.   (Repeated-2003)
Findings:
 The Department did not exercise adequate control over the recording and reporting of State property. The Department maintained three sets of property inventory records during the period, including two computerized property inventory registers and manually prepared monthly transaction spreadsheets.  The results of testing indicated the three sets differed in content and did not reconcile to each other.  The auditors noted the following differences:  

· The Annual Inventory Certifications submitted to the Department of Central Management Services (DCMS) were not accurate and complete.  The Department reported equipment balances of $465,655 and $285,735 for FY06 and FY07, respectively.  The calculated difference between the two reports ($179,920) does not correspond with $30,678 in deletions reported by the Department to the Office of  the 
Accepted or Implemented – continued

Comptroller on the Quarterly Reports of State Property (C-15) reports for that timeframe. This difference is attributable to the fact the Department utilized one of the computerized property inventory registers for the FY06 report, and the other computerized property inventory register for the FY07 report.  In addition, one newly purchased item, totaling $699, was excluded from the May 31, 2006 certification, and two newly purchased items, totaling $1,106, were excluded from the May 31, 2007 certification. Three equipment items, totaling $4,207, purchased in prior periods were excluded from both the May 31, 2006 and May 31, 2007 certifications.  

· Six of eight (75%) Quarterly Reports of State Property (C-15s) submitted to the State Comptroller did not accurately reflect Department equipment transactions. The auditors noted differences between the addition, deletion, and ending balance amounts reported on the C-15s and the Department’s monthly transaction reports.     

· For seven of 10 additions to property inventory tested, totaling $2,241, the Department added the items to their monthly transaction spreadsheets but did not add the items to their property inventory register.   

· For one of three deletions of property tested, totaling $13,995, the Department deleted the item from their monthly transaction spreadsheets but did not remove the item from their property inventory register. 

The auditors also noted the following:  

· Six items purchased during the period, totaling $1,403, were not added to the property inventory register.  In addition, one item, totaling $699, was purchased during the period but was not added to the monthly transaction spreadsheets timely.  The item was purchased in March 2006, yet the corresponding inventory adjustment was not made until June 2006. 

· The Department could not locate supporting documentation to verify the historical costs for six of 10 additions to property inventory tested, totaling $3,225.   

· For two of three transferred out items tested, totaling $14,223, the Department did not maintain documentation showing they provided the historical cost, purchase price, and date to the receiving agency. 

· Five of 25 items tested, totaling $2,816, appeared on the Department’s records but could not be located within the Department.  Three of 25 items tested, totaling $570, were not found in the locations specified in the Department’s records.  One of 25 items tested, totaling $137, was not tagged.  One of 25 items tested, totaling $146, was not found in the location specified in the Department records and was not tagged. 

· Two of 25 items tested were located within the Department; however, the physical locations differed from the locations specified in the Department’s records.  For an additional two of 25 items tested, the description of the items contained in the Department’s records did not match the physical items. 

· The Department did not accurately correct errors noted during the previous period.  In the prior year, auditors had determined equipment was overstated by $26,672.  In addition, the auditors had also determined equipment items purchased through the Federal Indoor Air Tools for Schools grant during FY04 and FY05, totaling $11,649, were not tagged or recorded on the Department’s property inventory records, nor were they included on the C-15s submitted to the State Comptroller’s Office.  There was no evidence of corrections made related to these errors during the current examination. 

Department personnel stated they could not locate any reconciliations or records related to property transactions that occurred.  In addition, the Department notes it was without a chief fiscal officer for part of the examination period.  The current fiscal officer came on board on March 1, 2007.

Updated Response:
Accepted and partially implemented.  IDOL has conducted two independent physical inventories to reconcile the number of items and historical cost value of items on hand.  IDOL has identified missing information that is required per SAMS and the Administrative Code and is in the process of updating those fields of information in the electronic database.  IDOL has implemented a monthly transaction spreadsheet reflecting all purchases and required information per SAMS and the Administrative Code.  The Agency has properly submitted documentation required by CMS for deletions of property in accordance with rules and regulations.  A Department policy related to Property Control needs to be established which precludes unauthorized movement of property.  Once the electronic database is fully updated, it will be reconciled on a monthly basis to the Form C-15 prior to submission to the Office of the Comptroller.

4.
Maintain detailed records for all Special State Trust Fund transactions and retain documentation of all reconciliations performed.  

Findings:
 The Department did not exercise adequate control over its Special State Trust Fund (Fund 251).  The auditors noted the following control weaknesses:

· The Department did not maintain a ledger of claimants and corresponding dollar amounts comprising the balance held in the Special State Trust Fund.  The State Comptroller’s Office records showed balances of $920,829 and $1,357,403 held in the Fund 251 as of June 30, 2006 and June 30, 2007 respectively.  

· The Department could not locate documentation for any of the 24 reconciliations prepared for Fund 251 during the examination period.  The Department could not locate documentation of expenditure or receipt reconciliations for that timeframe.  The lack of reconciliation documentation is discussed further in Findings 07-1 and 07-6.  

Accepted or Implemented – continued

· The Department could not locate 19 of 47 vouchers, totaling $11,476, requested for detail testing of disbursements from Fund 251.  

· The Department could not locate further documentation for 12 receipts, totaling $27,067, received by the Department and deposited into Fund 251.  Those receipts should have resulted in either disbursements to the individual claimants or in liability amounts held in Fund 251 until the claimants could be located and paid.    

· The Department’s records for 1 receipt, totaling $2,208, did not contain the name or names of the corresponding claimant or claimants.  

The Department operates the Special State Trust Fund as an agency fund in the State treasury. The purpose of this fund is to hold wage claims collected from employers by the Department on behalf of Illinois workers (claimants) and hold those monies until the claimants can be located and properly paid. 
Department personnel stated the lack of documentation was caused by a former employee’s poor record keeping.  In addition, the Department notes it was without a chief fiscal officer for part of the examination period.  The current fiscal officer came on board on March 1, 2007.  
Updated Response:
Implemented.  Monthly reconciliations are performed timely and are current.
5.
Limit expenditures from appropriated line items to the purpose for which they are appropriated.   (Repeated-2005)
Findings:
The Department improperly used funds appropriated by the General Assembly.  The Department received lump sum appropriations of $159,000 in each of FY06 and FY07 for costs associated with conducting an annual mandated study regarding the employment progress of women and minorities.  However, an interagency agreement, effective November 16, 2004, transferred all powers, duties, rights and responsibilities with respect to administration of the annual study from the Department of Labor to the Department of Employment Security.  Also, upon approval of the Director of CMS, the one Department of Labor employee assigned to carry out the functions of this program was to be transferred to the Department of Employment Security.  In addition, all books, records, documents and pending business and property pertaining to the administration of the program were to become the property of the Department of Employment Security.  No monies were to be transferred.  

The auditors noted the Department continued to spend from this lump sum appropriation although the Department performed no further duties associated with this study after the transfer to the Department of Employment Security.  During FY06, the Department spent a total of $157,965 from this appropriation for personal services, printing, advertising, equipment, telecommunications and travel expenses for Department functions unrelated to the progress of women and minorities study.  In FY07, $157,821 was expended from this appropriation for personal services, advertising, travel, and telecommunications expenses unrelated to the women and minorities study.  

State laws specifically state the lump sum is to be used for all costs associated with conducting the study on the employment progress of women and minorities.  

Department personnel stated they failed to amend the language in the appropriation bills to allow costs in FY06 and FY07 related to promoting and enforcing the Equal Pay and Victims Economic Security and Safety Acts.  The FY08 appropriation bill language has been corrected.

Response:
Implemented.  The FY 2008 and FY 2009 appropriations language has been changed to allow for costs associated with Equal Pay and the Victims Economic Safety and Security Acts.

6.
Maintain accurate and complete records of all expenditures, and perform monthly reconciliations of agency expenditures to Comptroller records as required by SAMS to ensure the accuracy of their expenditure records.  
 

Findings:
  The Department did not maintain accurate and properly reconciled expenditure records.  The auditors noted the following:

· Thirteen unrecorded transactions during FY06 and 54 unrecorded transactions during FY07.  The total dollar amounts of the unrecorded transactions were $1,655 and $526,412, respectively.    

· Eight incorrectly recorded transactions during FY06 and 14 incorrectly recorded transactions during FY07.  The net dollar amounts of the incorrectly recorded transactions were $4,711 and $208,450, respectively.

In addition, the Department was unable to locate reconciliations for FY06 and eight months of FY07 for the General Revenue Fund (Fund 001), the Special State Trust Fund (Fund 251), and the Child Labor Law Enforcement Fund (Fund 357).  Reconciliations prepared for these periods were completed retroactively.  However, the reconciliations prepared for FY 2006 did not address all funds and divisions of the Department.  

Department personnel stated they could not locate any expenditure reconciliations and acknowledged poor recordkeeping practices.  The Department stated it was without a chief fiscal officer for part of the examination period.  The current fiscal officer came on board on March 1, 2007.  The current fiscal officer retroactively prepared reconciliations but did not include all division and funds due to oversight and the unrecorded transactions were not posted due to time constraints.

Accepted or Implemented – continued

Updated Response:
Implemented.  Monthly reconciliations are performed timely and are current.
7.
Increase oversight and review of all vendor billings received, including comparison of billings received and paid to amounts set forth in contracts. Also, amend contracts timely when services will be needed in excess of the maximum contract amounts.

Findings:
 The Department established a contract with a vendor for knowledgeable legal assistance to help them eliminate the current backlog of debarment hearings and other hearings under the Prevailing Wage Act.  The contract set forth a maximum of $19,900 to be paid to the vendor for the period July 1, 2006 through June 30, 2007.  

However, the Department did not adequately monitor vendor billings to ensure the vendor did not continue to provide services after the contract maximum had been met.  As a result, the vendor continued to render legal services and submit billings, totaling $22,285, during FY07 after the contract maximum had been met.  These invoices were received by the Department from August 31, 2006 through March 31, 2007.  The vendor has subsequently filed a claim in the Secretary of State’s Court of Claims to obtain payment.  

Department personnel stated the Department was provided services above the contractually stated amount due to staff turnover in key positions that would have monitored the expenditures.  

Updated Response:
Implemented.  The Department has increased oversight of every expenditure approved for payment.  Each voucher receives three levels of review prior to being released to the Comptroller for payment.
8.
Comply with the requirements of the Prevailing Wage Act.  In addition, the Department should ensure the contractor or subcontractor’s debarment is not effective prior to the publication of the contractor or subcontractor’s name in the Illinois Register.  

Findings:
 The Department did not comply with the timelines required regarding the publication of contractor’s debarment under the Prevailing Wage Act. Auditors noted that for all four instances tested where a contractor or subcontractor’s debarment period was effective prior to the Department’s publication of the contractor or subcontractor’s name in the Illinois Register as a debarred contractor.  

Department personnel stated there was a misinterpretation of the statute related to reporting requirements.

Response:
Implemented.  The Department has changed procedures related to the publication of the contractor or subcontractor’s name in the Illinois Register.
9.
Strengthen controls to ensure contractual agreements are properly completed and approved by agency officials prior to the performance of services by contractors, and ensure late filing affidavits are filed timely when necessary.  Further, ensure that each contract signatory has his or her name and title typed or printed legibly below the actual signature.   (Repeated-2005)
Findings:
The Department did not exercise adequate control over contractual agreements.  During testing, the auditors noted the following:

· One of five contractual agreements, totaling $19,122, where services began 84 days before the contract was approved and subsequently submitted to the State Comptroller’s Office.  In addition, the Department did not file a late filing affidavit until 161 days after the commencement of services.  Further, the contract obligation document was not authorized until 160 days after the commencement of services.  

· One of five contractual agreements, totaling $13,022, where the contract obligation document was approved one day after the commencement of services.  In addition, the contract was not signed and dated by the head of the agency or an authorized individual.

· Two of five contractual agreements, totaling $39,022, did not include typed or printed names below the signature of the agency head or authorized individual.  

Department personnel stated the contractual agreements were not approved timely due to administrative delays, and the contractual agreements did not include the typed or printed name below the appropriate signatures due to oversight.

Updated Response:
Implemented. The Director approves and executes contractual obligations exceeding $1,000.  All signatures are reviewed for completeness prior to forwarding to the Comptroller for posting.
10.
Ensure proper prior approval from the chief legal counsel to the Governor is obtained prior to obtaining legal services from an outside vendor.  

Findings:
The Department did not obtain proper prior approval for legal services contracts.  The Department entered into three contracts with the same vendor totaling $19,122, $10,320, and $19,900 respectively, for legal assistance on enforcement actions and investigations.  The contracts were considered by Department personnel to be exempt from the Illinois Procurement Code due to the nature of services to be provided by the law firm.  However, the Department did not obtain proper prior approval from the chief legal counsel to the Governor.  

Department personnel stated the prior approval from the Governor’s Chief Legal Counsel was not obtained due to oversight. 

Accepted or Implemented – continued
Response:
Implemented.
11.
Implement controls to verify claimed travel reimbursements prior to payment.  Also, implement controls over travel expenditures to include ensuring employees submit travel vouchers timely and the Governor’s Travel Control Board regulations are followed. Request reimbursement from those employees overpaid.  

Findings:
The Department did not maintain adequate internal controls over its travel expenditures.  During testing, the auditors noted the following:

· Twelve of 25 (48%) travel vouchers tested, totaling $18,736, included travel for periods ranging from two to five and a half months.  In addition, eleven of these vouchers, totaling $18,629, were submitted from 65 to 218 days after the completion of the first instance that travel had taken place.

· Three of 25 travel vouchers tested contained reimbursements for lodging that were in excess of rates allowed by travel allowances.  The excess reimbursements totaled $247. 

· One of 25 travel vouchers tested contained an excess reimbursement as a result of inaccurate per diem calculations, totaling $28.  

· Two of 25 (8%) travel vouchers tested claimed mileage in amounts greater than the usual route.  Mileage claimed was greater than mileage for the usual route by 20 to 37 miles, resulting in excess payments of $23.  
 

· The designated employee headquarters documented on the Travel Headquarters (TA-2) reports did not match the headquarters documented on the travel vouchers.  Four of 25 vouchers tested listed incorrect employee headquarters locations.   

· Two of 25 travel vouchers tested contained reimbursements for expenses between the employees’ residence and headquarters, totaling $17. 

· Three of 20 top travelers tested were reimbursed twice for the same travel on different travel vouchers, totaling $715.  

· One of 20 top travelers tested was reimbursed for travel expenses on four different travel vouchers that include travel dates and destinations which appear to be in conflict and/or contradict other travel vouchers.

Department personnel stated the majority of the issues are attributed to a lack of adequate supervisory review over travel expenditures.  

Updated Response:
Implemented.  A training which addressed the travel related audit issues was provided to all managers. A memorandum was issued to all staff explaining Travel Guide rules.  Verification of mileage by the shortest means possible implemented via Mapquest.  Enhancement to travel voucher program ensures adequate documentation for travel that occurs both in the city of residence and headquarters.  Request for reimbursement from overpaid employees was made.

12.
Comply with SAMS procedures by having a receiving officer sign each voucher to indicate goods were received according to stated specifications.  Also, implement procedures to ensure all vouchers are approved timely in accordance with the Administrative Code, and develop and implement procedures to identify all vouchers not paid within 60 days to ensure the proper amount of interest is paid in accordance with the Prompt Payment Act.  In addition, comply with the State law and maintain an adequate system of recordkeeping, and expend appropriations only for designated purposes.  (Repeated-1999)
Findings:
The Department did not exercise adequate controls over voucher processing.  The auditors noted the following:

· Sixty-two of 248 (25%) vouchers tested, totaling $192,118, were not signed and dated by the receiving officer.
  

· Forty of 248 (16%) vouchers tested, totaling $71,098, were approved for payment from four to 148 days late.  

· Thirteen of 248 (5%) vouchers selected for testing, totaling $8,344 could not be located by the Department. 
 

· Three of 248 vouchers tested, totaling $2,430, did not contain adequate supporting documentation.  
 

· Two of 248 vouchers tested, totaling $25,610, were for 4 copiers for the Springfield, Marion, and Chicago offices.  These vouchers were processed from the Child Labor Law Enforcement Fund. These purchases should have been made from the General Revenue Fund.  

Department personnel stated the majority of the voucher processing issues noted were caused by inadequate record keeping and lack of supervisory review before processing.  

Updated Response:
Implemented.  Vendor invoices are not paid until a receiving signature is noted directly on the face of the invoice that either goods or services were received in accordance with specifications.  Invoices are aged in AIS and are monitored daily via reports supplied by CMS.  Prompt Pay Interest reports are received from CMS and paid quarterly, if applicable.  Vouchers receive three levels of review prior to payment to ensure a complete “voucher  package”.  Expenditures  are  scrutinized  to determine the 
Accepted or Implemented – concluded

proper appropriation to charge and expenditure transfer requests are submitted when applicable.
13.
Comply with the Employee Handbook and the Administrative Code and perform evaluations timely for all employees.  (Repeated-2005)
Findings:
The Department did not complete employee performance evaluations timely.  Annual employee performance evaluations were not performed for 11 of 19 (53%) employees tested during the examination period.  Four of these employees have not had an annual performance evaluation since 2003, and three of these employees have not had an annual performance evaluation since 2005.  

Department personnel stated performance evaluations were not completed timely due to oversight by those supervisors and managers responsible and due to competing priorities.  

Updated Response:
Accepted and partially implemented.  IDOL sends a monthly reminder to all managers regarding performance evaluations due.  Timely performance reviews of staff have been made a component of every manager’s annual performance review.  Substantial progress has been made on the backlog.
14.
Ensure an adequate segregation of duties in order to maintain effective internal control over the recordkeeping and accounting duties concerned with asset physical control over expenditures.   (Repeated-1999)
Findings:
The Department did not exercise adequate control over voucher approvals.  The Director did not sign all vouchers exceeding $1,000.  Twenty-one of 110 (19%) vouchers selected for testing, totaling $69,188, did not include the Director’s original signature. The Department’s Fiscal Officer, who has signature authority for the Director, stamped the Director’s signature on these vouchers exceeding $1,000.  The Department’s response to prior year finding 03-2 stated an adequate segregation of duties would be achieved by having the Director sign all voucher requests greater than $1,000.

Department personnel stated the voucher approvals in question occurred during the prior administration.  The current director has signed all vouchers over $1,000.

Response:
Implemented.  The Director now reviews and approves all financial transactions with an amount of $1,000 or more.

15.
Amend policies to require all employees to maintain time sheets in compliance with the Act.   (Repeated-2005)
Findings:
The Department did not maintain time sheets in compliance with the State Officials and Employees Ethics Act.  Employees are required to sign in upon arriving at work and sign out upon leaving work.  In addition, employees are also required to sign in and out each time they leave the premises for breaks and lunch in a separate binder.  However, the sign in sheets do not document the time spent each day on official State business to the nearest quarter hour.  

Department personnel stated that there was a misinterpretation of the time keeping requirements.  The Department has since modified the time sheets to reflect actual time spent on State business each day.  

Updated Response:
Implemented.  As of January 1, 2008 the Department implemented new time sheets that reflect actual time spent on State business each day.
16.
Ensure interagency agreements are approved prior to the effective date of the agreement and prior to services being rendered.

Findings:
The Department did not exercise adequate control over its one interagency agreement. The Department entered into an interagency agreement with the Department of Financial and Professional Regulation (DFPR) and the Office of the Governor to share the services of a liaison to advance the Department’s, DFPR’s and the Office of the Governor’s objectives, functions, goals and policies.

The interagency agreement was not signed prior to the effective date by the Department, the DFPR or the Office of the Governor. The Department signed the agreement 15 days after the effective date of the agreement. All three signatures were not obtained until 32 days after the effective date of the agreement.

Department personnel stated the signatures were not obtained timely due to administrative delays related to the Agreement, and the effective date was not changed due to oversight.  

Updated Response:  Accepted.  All interagency agreements are properly approved by IDOL prior to the effective date of the agreement and prior to services being rendered.
Emergency Purchases

The Illinois Purchasing Act (30 ILCS 505/1) states, “The principle of competitive bidding and economical procurement practices shall be applicable to all purchases and contracts...” The law also recognizes that there will be emergency situations when it will be impossible to conduct bidding.  It provides a general exemption for emergencies “involving public health, public safety, or where immediate expenditure is necessary for repairs to State property in order to protect against further loss of or damage ... prevent or minimize serious disruption in State services or to insure the integrity of State records, or to avoid lapsing or loss of federal or donated funds.  The chief procurement officer may promulgate rules extending the circumstances by which a purchasing agency may make “quick purchases,” including but not limited to items available at a discount for a limited period of time.

State agencies are required to file an affidavit with the Auditor General for emergency procurements that are an exception to the competitive bidding requirements per the Illinois Purchasing Act.  The affidavit is to set forth the circumstance requiring the emergency purchase. The Commission receives quarterly reports of all emergency purchases from the Office of the Auditor General. The Legislative Audit Commission is directed to review the purchases and to comment on abuses of the exemption.

During FY06 and FY07, the Department filed no affidavits for emergency purchases. 

Headquarters Designations

The State Finance Act requires all State agencies to make semiannual headquarters reports to the Legislative Audit Commission.  Each State agency is required to file reports of all of its officers and employees for whom official headquarters have been designated at any location other than that at which their official duties require them to spend the largest part of their working time.

The Department of Labor indicated as of July 2007, the Department had 11 employees assigned to locations other than official headquarters.    
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