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PRIOR AUDIT FINDINGS/RECOMMENDATIONS - 6
This review summarizes a report on the Illinois Labor Relations Board for the two years ended June 30, 2007, filed with the Legislative Audit Commission March 13, 2008.  The auditors performed a compliance examination in accordance with State law and Government Auditing Standards.  

The Illinois Public Labor Relations Act (5 ILCS 315) was enacted into law effective July 1, 1984 and created both the State Labor Relations Board and the Local Labor Relations Board.  An amendment in 2000 dissolved both Boards.  Per the provisions of the dissolution, all powers, duties, rights, property and obligations succeeded to the Local and State Panels, thereby collectively referred to as the Illinois Labor Relations Board.  The Illinois Public Labor Relations Act sets forth the rules, regulations, and procedures for labor relations and collective bargaining between public employers and employees in Illinois.  The Act regulates the designation of employee representatives; the negotiation of wages, hours and other conditions of employment; and the resolution of disputes arising under collective bargaining.  The Board, in certain circumstances, is also responsible for determining whether to decertify police officers. 

The State Panel consists of a chairman and four members appointed by the Governor with the advice and consent of the Senate.  The Local Panel consists of the same person who chairs the State Panel and two additional members, one appointed by the Mayor of the City of Chicago and one appointed by the President of the Cook County Board.  Mr. John Brosnan serves as the Executive Director of the Board, and was appointed to that position in April 2005.  Mr. Brosnan served the Board previously as an Administrative Law Judge.

Appendix A shows the total numbers of representation cases filed in the years noted; the total number of cases that went to mediation or arbitration; and the total number of unfair labor practice cases charged against an employer or a labor organization.
The table below shows the average number of Board employees at the end of the fiscal years indicated:

	
	FY07
	FY06
	FY05

	Total
	21
	19
	20

	 Average Number of Board Members                                                    
	7
	7
	7


Expenditures From Appropriations

The General Assembly appropriated a total of $1,856,500 from the General Revenue Fund to the Board in FY07.  Total expenditures were $1,715,136 in FY07 compared to   $1,710,643 in FY06, and $1,575,913 in FY05.  Appendix B summarizes these appropriations and expenditures for the period under review.

Lapse period expenditures were 3.4% in FY07 and 7.9% in FY06.

Property and Equipment

Appendix C presents a summary of property and equipment transactions during the period under review.  Property and equipment was $276,310 as of July 1, 2005, and $185,220 as of June 30, 2007, a decrease of $91,090, or 33%.   

Accountants’ Findings and Recommendations

Condensed below are the 11 findings and recommendations presented in the compliance examination report.  Updated responses to the recommendations are classified based on information provided by Nicole Hildebrand, Fiscal Officer, on June 26, 2008.
Accepted or Implemented
1.
Perform a detailed review of computer systems conversion and contract monitoring process to provide for adequate planning, oversight, staff involvement, and management controls for externally converted applications.  
Findings:
The Board had not established adequate planning, oversight, and controls over a contract for an information system project, which resulted in a costly system conversion that did not meet the Board’s standards.

The Board entered into a contract for the conversion of the case management tracking system to an Access database.  However, the Board did not receive a database which met their requirements.  In addition, due to the difficulties encountered the Board decided not to convert the Local Panel case tracking system.  Therefore, the Board is maintaining two databases which do not meet their needs.  The Board paid the vendor $28,950 for this project, including $2,750 to try to rectify the problems.

Board personnel stated the shortcomings of the database were not discovered until after the sign-off of the project.  In order to rectify the problems, the Board hired the same vendor to fix the deficiencies, to no avail.

Response:
Accepted.  The Board will exercise greater oversight and control on future conversion and/or upgrade projects.

2.
Implement controls to ensure accurate property control records and accurate State property reporting.  Further, file Quarterly Reports of State Property by the reporting deadlines, properly report additions and maintain adequate documentation for the property reports as required by SAMS.  Reconcile property reports and records to the C-15s and expenditures for property processed through the State Comptroller on a quarterly basis to ensure completeness and accuracy of property records.  (Repeated-2005)
Findings:
The Board did not maintain sufficient controls over the recording and reporting of State property.  The auditors noted the following:

· Five of 8 (63%) Quarterly Reports of State Property (C-15s) were filed one 269 days late. 
· Documentation to support equipment deletions totaling $135,138 were not maintained during the period.  In addition, the Board did not maintain documentation for additions to its property listing.  
· Equipment purchases of three printers, totaling $4,563, were not included on the FY06 C-15s.  In addition, the Board did not include a book totaling $1,413 on the FY07 C-15s.
· All equipment purchases were not tagged or added to the property control listing.  Fifty-one equipment items totaling $32,130 were purchased during the period yet never recorded on the Board’s property listing.  
· The installment purchase of 13 computers was not added to the Board’s C-15s at the proper amount.  
· The FY06 beginning balance on the C-15s did not agree to the Board’s FY05 ending balance.  The FY06 beginning balance was reported at $15,151 greater than the FY05 ending balance.  
· Property listing not reconciled to the C-15s filed with the Office of the Comptroller (IOC).  A difference of $67,635 was not reconciled or explained.

· Property and equipment expenditures processed by the Comptroller during FY06 and FY07 did not reconcile to additions recorded on the Quarterly C-15 reports.  Property and equipment expenditures totaling $14,155 and $4,491 were never recorded on the C-15s during FY06 and FY07, respectively.

Board personnel stated that these weaknesses were mostly due to oversight.  The Board is aware of the property control problems and has been working to correct them.

Accepted – continued

Updated Response:
Implemented.  The Board has instituted new procedures and an inventory management program to ensure complete control and correct reporting of assets.

3.
Comply with SAMS and State Property Control Act by ensuring all equipment is recorded accurately.  Further, maintain current property information including the location of each asset. 
Findings:
 The Board did not maintain an accurate property listing.  The auditors noted the following:

· Fourteen of 50 (28%) equipment items tested, totaling $19,642, did not have the location documented on the Board’s property listing.  

· Six of 50 (12%) equipment items tested were tagged yet not listed on the Board’s property listing.  
· Four of 50 (8%) equipment items tested, totaling $2,965, were not properly tagged.  Two items totaling $882 did not have an identification tag affixed to the equipment item and 2 items totaling $2,083 had an identification tag number that did not agree with the Board’s property listing.   
Board personnel stated that inaccurate recording of equipment items was due to the old inventory database system which is currently being replaced with a new inventory database system.  Board personnel also stated un-tagged equipment items were due to agency oversight and items will be retagged.

Updated Response:
Implemented.  The Board has instituted new procedures for recording and tagging property including a new database system for better tracking of inventory.

4.
Implement controls to ensure vouchers are signed and dated by the receiving officer, proper bill dates are recorded, vouchers are approved within the required time frame and charged to the proper fiscal year and required interest is paid.  Further, the Board should ensure all vouchers contain complete and accurate information.  (Repeated-2005)
Findings:
The Board did not exercise adequate control over voucher processing.  The auditors noted the following:

· Seventy-five of 133 (56%) vouchers tested, totaling $143,359, were not signed and dated by the receiving officer.  These expenditures included payments for office supplies, office equipment, contractual services and other goods and services.  

· Sixty-three of 133 (47%) vouchers tested, totaling $120,141, did not have support for the date received and we could not determine the timeliness of payment.  In addition, 5 of 133 vouchers tested, totaling $22,722, were approved for payment from 1 to 42 days late.   

· Two of 133 vouchers selected for detail testing, totaling $2,419, were not tested because the vouchers and related support could not be provided by the Board.  In addition, 2 of 133 vouchers tested did not have proper documentation or receipts supporting expenditures totaling $820. 

· The Board paid for office supplies in FY06, totaling $141, that was incurred in FY05.  

· Two of 133 vouchers tested were not mathematically correct.  As a result, the Board underpaid vendors a total of $33.  

· The required interest of $153 was not paid on 1 of 133 vouchers tested.  

Board personnel stated most of the errors were due to oversight and a misunderstanding regarding the requirement.  In addition, Board personnel stated that vouchers were not approved timely due to waiting on an appropriation transfer and delays in processing an increase in a contract obligation.  Board personnel also stated that required interest was not paid due to the assumption that the vendor had to request the interest regardless of the amount.

Response:
The Board will establish and implement procedures and policies to ensure complete and accurate information.

5.
Strengthen internal controls over travel to ensure the following:

· Reimbursements are in accordance with the Governors Travel Control 

 and Travel Regulation Council regulations;  

· Travel vouchers are properly supported;  

· All employees are completing annual certification of driver’s license and

auto insurance coverage in accordance with the Board’s Personnel and

Policy Manual; 

· Travel vouchers are submitted timely;  

· Travel vouchers are properly completed;  

· Duplicate payments are not made; and 

· Reimbursements for overpayments to employees are obtained.

Findings:
The Board did not maintain adequate controls over travel.  The auditors noted the following:

· Seven of 25 (28%) vouchers tested, totaling $674, were reimbursed to employees for rates claimed in excess of State travel allowances.
Accepted – continued

· Seven of 25 (28%) vouchers tested were not supported by proper documentation, including receipts for transportation, lodging and other expenses.  Reimbursements in the amount of $1,469 were paid without proper documentation to support the expenses.  

· Three of 25 travel vouchers tested were not submitted within 60 days, which is considered to be a reasonable period of time.  These travel vouchers totaled $389 and were submitted between 10 and 129 days late.  

· Three of 25 travel vouchers tested were not properly completed as 2 vouchers did not have the detail object code listed and another voucher did not record the employee’s social security number.  

· The Board did not comply with its policy to ensure employees using private vehicles for State business completed certifications of driver’s license and auto insurance forms annually.  Five of 5 (100%) employees tested did not have annual certifications on file.

· One of the top five (20%) travelers tested requested reimbursement twice for the same travel expenses.  The traveler was overpaid $136.   

Board personnel stated most of the errors were due to oversight.  In addition, Board personnel stated that the required number of hotels was contacted for those noted with excess hotel rates and the lowest rate available was obtained; however the Board did not maintain documentation.  Further, Board personnel stated the travel vouchers submitted to the Comptroller’s office were properly completed; however, auditor reviewed travel vouchers on file at the IOC and noted they were not properly completed.

Response:
The Board has taken such recommendations by the Auditor General and changed current policies to reflect the recommendations.

6.
Develop formal policies governing employee leaves of absence procedures to be followed including proper removal of an employee from the payroll.  Further, obtain reimbursement for overpayments.

Findings:
  The Board had not adopted formal policies and procedures over employee leaves of absence. 

During the period, one employee requested a leave of absence.  However, the Board did not have a formal policy governing the procedures to be followed.  As a result, the employee was not taken off the payroll during the leave of absence when benefit time was not used.  Auditors noted the employee was overpaid $1,820.  

Board personnel stated the employee was overpaid due to oversight.  In addition, Board personnel stated they will develop formal procedures regarding employee leaves of absence.

Response:
The Board is developing formal policies for employee leave of absence procedures and will attain reimbursement for overpayment.

7.
Strengthen controls over receipt processing to adequately record receipts, timely identify and correct errors, and maintain complete and accurate receipt records.  Further, properly prepare monthly reconciliations of agency receipts to Comptroller records.

Findings:
 The Board did not have adequate controls over its receipt processing.  During testing the auditors noted the following:

· During the period, the Board did not maintain a receipt ledger documenting monies received and deposits made.  Some documentation was kept in a file folder.  The Board did maintain a check log documenting the date, payor, check number and amount; however, the log was incomplete and was not reconciled to deposits made.  

· The Board did not perform monthly reconciliations of agency receipts to Comptroller’s records (SB04), and resulting errors went undetected. 
Board personnel stated that other projects took priority over maintaining a receipt ledger or performing formal receipt reconciliations.  Board personnel stated that Comptroller’s records were reviewed to see if deposits appeared reasonable; however, no documentation was maintained.  In addition, Board personnel stated the deposit errors were due to oversight.  Board personnel also stated the nine checks were never logged due to the employee responsible for logging checks being on vacation and due to oversight.  Lastly, Board personnel stated the 2 checks never deposited were misplaced and could not be located.  

Updated Response:
Implemented.  The Board has established and implemented procedures for receipt processing and recording.

8.
Comply with the State law and make timely deposits into the State Treasury.  Further, submit Treasurer’s drafts to the Office of the Comptroller in a timely manner.

Findings:
 The Board did not have adequate controls over the deposit of receipts.  The auditors noted the following during testing:
Accepted – continued
· Eleven of 25 (44%) receipts tested, totaling $978, were not deposited in a timely manner.  The receipts were deposited 2 to 33 days late.  

· Twelve of 25 (48%) receipts and corresponding Treasurer’s Drafts tested, totaling $1,027, were not submitted to the Office of the Comptroller within 30 days, which is considered a reasonable time frame.  
Board personnel stated receipts were not deposited timely due to waiting for several checks before depositing them.  In addition, Board personnel also stated Treasurer’s Drafts were not submitted timely due to oversight.

Response:
Accepted.  The Board will work to improve, establish and implement procedures to ensure timeliness of deposits and Treasurer’s Drafts.

9.
Maintain an effective internal control over the record keeping and accounting duties concerned with receipt, expenditure and property control.

Findings:
The Board had inadequate segregation of duties in the areas of receipt processing, expenditure control and State property as follows:  

· One person collects, records and deposits all receipts, and prepares the Receipt Deposit Transmittal Form; 

· One person performs procurement functions, prepares and approves vouchers, maintains accounting records and performs monthly expenditure reconciliations;  
· One person approves all property purchases, tags all inventory, maintains the property records, performs the annual physical inventory and completes the quarterly reports of State property;  and 
· One person prepares payroll, makes adjustments to payroll, approves payroll and distribute payroll stubs.  
Board personnel stated the lack of segregation of duties was due to the limited number of staff.

Response:

Accepted.  The Board will evaluate and determine what changes should be made.  The Board feels that one person does not have as much authority as the finding indicates.  Great amounts of dialogue that is not documented takes place on a daily basis regarding such approvals.

10.
Strengthen controls over contractual agreements to ensure that contracts are approved prior to the beginning of services and services do not begin prior to the effective date of the contract, that professional and artistic contracts expected to exceed $20,000 are competitively procured and amounts are paid under the contract in accordance with the contract terms, that professional and artistic services expected to exceed $5,000 are reduced to writing and filed with the IOC, and that other contractual liabilities exceeding $10,000 are filed with the IOC.
Finding:
The Board did not exercise adequate controls over its contractual agreements as follows:

· The Board did not approve two of five contracts tested prior to the performance of services.  The two contracts totaling $21,250 were approved four and 120 days after the performance of services began.  Additionally, one vendor was paid for services performed up to two days prior to the start date of the contract.  
· The Board did not competitively procure the professional and artistic services required for its case tracking database conversion project.  The Board contracted with a vendor for an amount not to exceed $25,000 to complete the project; however, payments to this vendor totaled $28,950 including $7,700 in payments not processed under the contract.  In addition, the Board did not procure these services through the Department of Central Management Services (DCMS) as required.  
· During FY06, the Board paid one vendor $6,315 for professional services rendered and the services provided were not reduced to writing or filed with the Illinois Office of the Comptroller (IOC).  
· The Board failed to file with the IOC a multiyear lease purchase agreement with total payments totaling $17,277.  
Board personnel stated the contract was not approved prior to services performed, not competitively procured or procured by DCMS due to oversight.  Board personnel also stated the professional services were not reduced to writing and filed with the IOC due to the Board believing these services were not professional or artistic.  In addition, Board personnel stated the lease purchase agreement was not filed with the IOC due to the Board’s understanding that purchases through DCMS master contracts did not have to be filed with the IOC.

Updated Response:
Implemented.  The Board made the changes necessary to comply with the recommendation.

11.
Comply with the Illinois Public Labor Relations Act by monitoring each case to ensure proper appointment of a neutral chairman when the parties involved in dispute fail to notify the Board in a timely manner of their selection of a neutral chairman.

Accepted – concluded
Findings:
The Board failed to monitor the need to appoint a neutral chairman from the Illinois Public Employees Mediation/Arbitration Roster as required by law.

During testing of 25 cases, the auditors noted 15 instances where the parties failed to notify the Board of their selection for neutral chairman.   The Board did not follow-up on these cases to determine the Board’s duty to appoint a neutral chairman from the Illinois Public Employees Mediation/Arbitration Roster.  

Board personnel stated that, in their experience, the parties will normally settle their disputes without arbitration after requesting the list from the Illinois Public Employees Mediation/Arbitration Roster and in some instances, do not notify the Board of the settlement.  The Board has since mailed follow-up letters requesting the parties to notify the Board of any action.

Response:
Accepted.  The Board will discuss current mediation case monitoring and make changes necessary to comply with the Act.

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 Board did not file any 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 Labor Relations Board indicated on July 2007 that no employees were assigned to locations other than official headquarters.
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