AGENDA

COMMITTEE ON ACCOUNTS, ENROLLMENT AND
REVENUE ADMINISTRATION

March 4, 2008 5:00 P.M.
Aldermen Sullivan, Lopez, Aldermanic Chambers
DeVries, M. Roy, Ouellette City Hall (3™ Floor)
1. Chairman Sullivan calls the meeting to order.

2. The Clerk calls the roll.

(OS]

Department travel/conference summary report submitted as follows:
Tim Soucy, (Health) Northeastern Mosquito Control Association
(December 3 - 5, 2007).

Ladies and Gentlemen, what is your pleasure?

4, Communication from Kevin Buckley, Independent City Auditor,
submitting a performance audit of the Environmental Protection Division
and updating the committee on the status of pending and future audits.
Ladies and Gentlemen, what is your pieasure?

5. Communication from William Sanders, Finance Officer, submitting the
City’s Monthly Financial Report (unaudited) for the seven months ended
January 31, 2008.

Ladies and Gentlemen, what is your pleasure?
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6. Communication from Sharon Wickens, Assistant Director of Treasury,
submitting Finance Department reports as follows:

a) Department Legend;

b) Open invoice report - over 90 days by fund;

¢) Open nvoice report - all invoices for interdepartmental billings only;

d) Open invoice report - all invoices due from the School Department only;

e} Listing of invoices submitted to City Solicitor for Legal Determination;
and

g) Accounts Receivable summary.

Ladies and Gentlemen, what is your pleasure?

7. Presentation by Sharon Wickens, Assistant Director of Treasury, providing
a brief overview of the collection process as well as her communication
identifying ordinances related to the collection of delinquent accounts and
the list of approved accounts receivable write-offs over the past five years.
Ladies and Gentlemen, what is your pleasure?

TABLED ITEM
A motion is in order to remove the following item from the table.

8. Communication from Kevin Buckley, Independent City Auditor,
submitting an audit of the VISTA program and updating the committee on
the status of pending and future audits.

{Note: Tabled 2/4/08; Updated communication between Kevin Buckley,
City Auditor, and Janice Lopilato, State Program Specialist of the
Corporation for National & Community Services attached.)

9. If there 1s no further business, a motion is in order to adjourn.
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February 26, 2008

Alderman Peter Sullivan, Chairman

Committee on Accounts, Enrollment & Revenue Administration
C/o Carol Johnson, City Clerk

One City Hall Plaza

Manchester, New Hampshire 03101

Dear Alderman Sullivan,

In accordance with the City’s Travel Policy, attached is summary of a the Northeastern Mosquito
Control Association Annual conference which was held on December 3-5, 2007 in Plymouth, MA, and
was attended by Karen Sutkus, BS, Environmental Health Specialist and Arboviral Surveillance
Coordinator for the Manchester Health Department.

Summary: This annual conference serves as an educational and supportive networking opportunity
for mosquito and other disease vector program officials. The group is comprised of both Public and
private entities, all of whom are extensively trained in vector-borne disease and the implementation of
vector control/remediation.

The goal of the meeting is to communicate the findings of the previous year’s studies and surveillance
programs, as well as to identify any potential difficulties or successes in the programs moving forward.

Some of the topics covered in this years meeting include:

= State surveillance updates provided by: Comnecticut, New Jersey, Massachusetts, New
Hampshire, New York, Maine, Vermont, Rhode Island, and Pennsylvania

»  Mosguito Control and Public Relations — maintaining positive communication and relations
between the Community, Schools and Health Department

«  Ticks and tick-borne disease — management techniques for tick control, information on a new
elementary school based education program on ticks (biology, identification, protection,
prevention, signs & symptoms).

» Bed Bugs — identification, treatment guidelines

1528 Elm Street * Manchester, New Hampshire 03101 + (603) 624-6466
Administrative & Environmental Health FAX: (603) 628-6004; Community Health FAX: (603) 665-6894 / (603) 624-6384
E-mail: health@manchesternh.gm@; Website: www.manchesternh.gov/health




« Ongoing scientific study discussion - Comparison between different mosquito trapping
methods, Analysis of mosquito blood meals to determine host preference

This conference not only allows for the sharing of the most current information in our field of work,
but also provides excellent communication and partnership building between the NMCA members. By
being afforded the opportunity to attend this annual meeting, the City of Manchester’s Arboviral
Surveillance Program is well educated and represented in the mosquito control community.

We appreciate the opportunity to maintain and enhance our professional skills for the benefit of the
residents of Manchester.

If the Committee has any questions, we would be glad to make ourselves available ay any time.
Sincerely,

Ve M S

Timothy M. Soucy, REHS, MPH
Public Health Director

Ce:  Karen Sutkus, BS, Environmental Health Specialsit
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One City Hall Plaza, West Wing
Manchester, New Hampshire 03101
Phone: (603) 624-6523

- Fax: (603) 624-6528

February 25, 2008

Committee on Accounts, Enrollment and Revenue Administration
C/o Ms. Carot Johnson

City Clerk

One City Hall Plaza

Manchester, NH 03101

Dear Honorable Committee Members,

Status of current audit projects

EPD Audit

Attached you will find my report of a performance audit of the City of Manchester Environmental
Protection Division.

City Purchasing Card Audit

Field work is in process on a review of the City’s new P-Card program. Field work should be
completed by the mid March with a report ready for the April meeting.

Future Audit Projects

Parks and Recreation Department, Audit of the Business Office
Building Maintenance Division, Performance Audit

Respectfully Submitted,

sl M

. Kevin M. Buckley CPA
Independent City Aunditor
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City of Manchester
Office of the Independent City Auditor

One City Hall Plaza

Manchester, New Hampshire 031061
Phone: {603) 624-6460

Fax: (603) 624-6549

February 25, 2008

Committee on Accounts, Enrollment and Revenue Administration
City of Manchester, New Hampshire
Honorable Aldermen: Sullivan, Lopez, Devries, M. Roy, Ouelette

Dear Honorable Committee Members:

At the January of 2005 meeting of the Committee on Accounts, Enrollment and Revenue
Administration, an audit plan was accepted by the Committee. The plan was based on risk of the
auditee and is adjusted annually for changes happening at the Departments. Based on that
assessment the Division of Environmental Protection (EPD) was selected for a performance audit
and included an audit of certain financial related information. A performance audit systematically
examines evidence to independently assess the performance and management of a program against
objective criteria. Performance audits provide information to improve program operations and

facilitate decision-making.

The audit studied the efficiency and effectiveness of the financial operations at the EPD and looked
at information from July of 2004 to December of 2006,

The audit procedures began with the documentation and evaluation of financial controls in place
during the audit period. I then reviewed federal, state and local laws, rules and regulations covering
the division and its activities, A search of the Infemet was conducted to find other audits and
studies relating to municipal wastewater treatment plants. The following areas were selected for

further study and testing:

¢ Cash management and rate setting
¢ State and Federal fund management
e Payroll _

e Revenue collection

¢ Expendifure processing

¢ Ratio analysis to industry standards

b,
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Conclusion

In general the division is efficiently and effectively run during the audit period. Internal controls in
place during the audit period were very good and the division 1s a model for the rest of the city in
documenting through a set of written policies and procedures the controls in place and
responsibilities for employees. This is to date the only department that I have found has a nearly
complete and updated set of written policies and procedures. *

My testing did reveal three areas where the division could make improvements.

Observation | on page six recommends that the division needs to more carefully monitor its cash
balances and adjust rates in a timely manner to reflect activity in the division. :

Observation 2 on page nine notes that some requests for reimbursement of federal funds were not
done timely. This is most likely due to a shortage of personnel in the business office. I strongly
recommend that the division hire additional administrative/finance staff to frack and monitor

financial activity of grants and construction projects.

Observation 3 on page thirteen states that the division has unusually high use of sick leave that 1s
causing excess use of overtime. The cause may be due to language in the labor contract that seems
to encourage use of sick leave.

The draft audit report was sent to the Chief Sanitary Engineer for his review and comment. The
observations generated are included in the report that follows. The auditee did not respond in
writing to the report observations and no responses are included in the report. They did respond
however to the observation worksheets and were in agreement with most of the observations. We
appreciate the courtesy and cooperation of the staff and administration of the Environmental

Protection Division on this assignment.

Respectfully Submitted,

Ko P m)/%y

Kevin Buckley, CPA
Internal Audit Manager

L_ Page 2



INTRODUCTION

AUDIT BACKGROUND

At the January of 2005 meeting of the Committee on Accounts, Enroliment & Revenue
Administration it was requested that a performance audit of the Department of Highways,
Environmental Protection Division (EPD) be conducted. The City of Manchester Office of the
Independent City Auditor has been designated by state law, city charter and local ordinance with
the authority to conduct such examinations and audits.

Our audit was conducted in accordance with standards applicable to performance audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States.

AUDIT SCOPE AND OBIECTIVES

This audit was a performance audit designed to report on efficiencies in the design and operation of
the EPD.

I looked at financial and performance data where available for fiscal years 2004, 2005, 2006 and
the first six months of fiscal year 2007. Where appropriate data was collected and analyzed on a
calendar vear basis in order to more accurately reflect seasonal activity. Areas selected for

examination were:

e Cash Management and Rate Setting

e State and Federal Funds Management

e« Payroll

* Revenue Collection

+ Expenditure Processing

e Comparison of financial and operating ratios to other jurisdictions.

The results of our testing are included in the recommendation and observation section of this report
found starting on page six.

BACKGROUND OF AUDITEES

The Environmental Protection Division (EPD) is a division of the Department of Highways. The
EPD is accounted for as an enterprise fund of the City of Manchester. The division is fully funded
by user fees and State/Federal grants. The EPD operates the sewage treatment plant, sewerage
pumping stations, collections systems and is responsible for the all services related to the
transportation and treatment of raw sewerage for the City and parts of the outlying communities of
Goffstown, Bedford and Londonderry.
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MISSION STATEMENT

The Environmental Protection Division provides for the collection and treatment of wastewater to
residents in the City of Manchester and to residents in designated portions of the towns of Bedford,
Goffstown and Londonderry. Services are provided in accordance with Federal and State permit

requirements.

The EPD strives to provide services with superior quality and competitive prices and remains
competitive with other New Hampshire wastewater treatment facilities.

ORGANIZATION

The division consists of five sections:
e Administration

The Administration Section is in charge of all accounting and financial operations of the
division. Among the duties of the section is payroll processing for 43 employees,
processing over $7 million annual in operating expenses, collection of over $12 million of
user fees (see billing office below) and other revenues, accounting for over $124 miilion of
capital assets (net of depreciation}, accounting for close to $30 million of debt, $60 million
dollars of capital projects, federal and state grant administration and contract
administration. The section consists of a Business Service Officer who oversees the section,
an accountant [I, 2 accounting technicians, two customer service representatives and an

administrative assistant.
s Biliing

The billing office prepares and issues sewer bills to the residential, commercial and
industrial users in Manchester. This includes billing to the three towns with inter-municipal
agreements with the City. Currently EPD has approximately 24,0600 accounts.

e Industrial Pretreatment

This section is responsible for the inspection and monitoring of all class I industrial users in
the City. All industrial users are inspected at least once annually and their wastewater
discharge is sampled and tested at least annually to determine the concentration and amount
of pollutants discharged. The section 1s administered by two employees.

e  Wastewater Treatment

The City of Manchester wastewater treatment plant is designed to treat an average daily
flow of 34 million gallons per day (MGD) with a peak design of 56 MGD. The City is
under an agreement with the Federal Environment Protection Agency that allows it to
operate up to 80 MGD with the excess capacity going through primary treatment then
directly to Chlorination/De-chlorination process. The agreement calls for the City to
separate its combined sewer and storm water systems over a number of years.
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e Storm Water

The EPD has developed & storm water management program to reduce or eliminate the
discharge of pollutants contained in surface runoff, '

In the City of Manchester the majority of sewer lines collect both rain water from streets and
sewage from homes and businesses. These lines are called combined sewers. When it rains the
system is quickly overwhelmed and the mixture of rain water and sewage is relieved through a
series of outfalls called combined sewer overflows (CSO). This is necessary to prevent the mixture
from backing up into streets and basements throughout the City. It is estimated that about 220
million gallons of combined sewage is discharged annually to the Merrimack River.

In March of 1999 the City was ordered by the Federal Environmental Protection Agency to spend
approximately $57 million dollars over a ten year period to begin to eliminate CSOs and provide
more defailed plarming for phase 2 of the program. Upon completion of the phase I program 14
CS0s will be climinated and the annual volume discharged will be reduced by 75 nullion gallons

annually.



CASH MANAGEMENT AND RATE SETTING

OPERATING CASH

AVERAGE MONTHLY CASH BALANCE
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SOURCE: Finance Department Interest Allocation Spreadsheets

The EPD Business Office continually monitors the cash balance of the fund. At the beginning of
phase I of the EPD mandated CSO project a yate increase was approved that would exceed the
current cash needs of the division. This was done to build cash balance that would be used to fund
the project. This also provided a stable rate for customers, eliminated the need for short term
borrowing and provided interest income/eliminated interest expense for the fund. The plan was to
spend the balance down during phase I and seek new rate increases at the beginning of phase II that
would rebuild the balance for use during the new construction phase.

OBSERVATION 1: CASH FLOWS AND RATE INCREASE

On Tanuary 11, 2005 a proposal by EPD was presented to the Committee on Accounts (COA)
informing them of the declining cash balance and projection of an operating fund cash deficit 1f
rates were not raised. EPD proposed a series of increases starting at an increase from $1.55 per 100
c.f to $1.80 per 100 c.f. on July 1, 2005 followed by three other increases ending with $2.55 on
July 1, 2011, This would allow the department to complete its planned construction work and
slowly reduce the large cash balance to under $2 million by the end of phase II. Increases were
planned for every two years in order to slow the declining cash balance and avoid having a
negative cash balance necessitating short-term borrowing from the General Fund.
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At the January 18, 2005 COA meeting the proposal was discussed and a request was made by EPD
for only the first increase. EPD had hoped to be able to manage the finances and put off the next
increase until January of 2007. The request was passed and sent fo the Committee on Bills on

Second Readings.

On April 4, 2005 EPD made a presentation to the Cormmittee on Bills on Second Reading where it
was noted that the graph showed that EPD would have negative cash flows (Expenditures exceed
revenues) up to 2010 even with all the rate increases. EPD explained that when the cash surplus
was drawn down to a manageable level revenues and expenditures would be roughly equal. The
committee recommended the increase to the full Board as ought to pass.

At the April 18, 2005 Board of Mayor and Aldermen meeting the increase was passed and effective
July 1, 2005.

EPD then attempted to get a second rate increase as early as January of 2007 but attempts to get the
increase on the BMA agenda were delayed.

EPD sent a lefter dated January 29, 2007 to the BMA requesting a series of rate increases from
$2.25 /100 cf on 4/1/2007, $2.70/100 cf on 1/1/2008, $3.24/100 cf on 1/1/2009 and $3.73/100 cf on
1/1/2010. The request was presented to the BMA at the 2/6/2007 meeting. The rate study and rate
increases were compiled by the EPD management and CDM engineers. The motion passed.

It is noted that there was z large difference in the step increases noted in the 2005 proposal and the
2007 proposal. According to EPD management there were a couple of reasons for this. During the
transition to a new CSE the former CSE informed the Highway Department that the new hire
would have to quickly seek a rate increase. The former CSE had spreadsheets that he used to track
cash flows and the new CSE was unable to access them. The CSE then had office staff perform a
new rate study. As noted in observation N-4 the Business Section is understaffed and the BSO
devoted a large portion of her time to the study. It was then suggested by the Finance Department
that EPD hire a consultant to complete the study using the work office staff had completed to that
date. All this contributed to the delay in seeking the rate increase.

In addition the new CSE took a much more aggressive approach to completing other new projects
that were added to the work schedule as well as increasing cash payments to contractors.

In the meantime the cash balance dipped into the red causing the EPD to have to borrow funds
from the General Fund. During the spring of 2007 the EPD Fund had a negative fund balance and
had to pay the General Fund more then $7,000 per month in interest costs.

Due to these factors the fiscal problem the division finds itself in is much more pronounced and
requires larger and more frequent price increases. This could have been avoided if an increase was
sought earlier as laid out in the 2005 plan and the division adhered to the original construction
schedule without the additional work,

Page 7



RECOMMENDATION:

The division needs fo closely track the cash balance and adjust the level of spending or rates
charged to customers in order to minimize or eliminate the amount of time that the fund is in a

negative cash position.

If it is decided to accelerate the pace of additional construction activity then a new rate increase
schedule should be sent to BMA for approval in a timely manner so that the inflow of receipts will
match the increase in cash expenditures.

AUDITEE RESPONSE:

No Response
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STATE AND FEDERAL FUNDS MANAGEMENT

EPD collects revenues on & reimbursement basis from several sources. Some projects are eligible
for the State Revolving Fund (SRF) loan program, some are eligible for the State Assistance
Grants, and some are eligible for Federal EPA grants. Some projects are also eligible for
reimbursement from the surrounding towns based on their use of the asset being constructed.
Depending on the type of project it can be eligible for one or a combination of these programs.
Each program has ifs own set of requirements, rules and regulations. The more programs cach
project is eligible for the more difficult it becomes to track eligible/ineligible expenditures and
reporting requirements. In most cases the division uses outside engineering firms to monitor the
construction activity and determine eligible/ineligible expenditures. This information is reported to
the business office so they can prepare the reports necessary to draw down funds from the Staie
and Federal governments. Expenditures eligible for one program may be ineligible for another. The
‘percentage of participation from the federal government may change throughout the program. All
of these factors make for some very difficult tracking problems.

In addition to the problems with expenditure tracking, reporting and reimbursement there are
several parties that are involved in any project whose responsibilities need to be clearly defined and
coordinated. On any project the following parties may be involved:

State of NH Department of Environmental Services — Wastewater Division, approves projects

State of NH Department of Environmental Services - Grants Management Division, approves
reimbursement requests for the State Revolving Fund and EPA Grants

Private engineering firms act as designer and project manager

Highway Department engineers act as designer and project managers

Planning Department — prepare CIP Project extensions and line item changes

EPD engineering staff — responsible for project management and contract management

EPD accounting staff - process expenditures, track eligible costs, prepares reports and prepare draw
down documents

NH DOT — Administration of utility related projects

EPA - Approval of federal reimbursements

Coordination and communication between all parties is crucial for the timely submittal of
reimbursement requests.

OBSERVATION 2: UNTIMELY DRAWDOWN OF STATE AND FEDERAL FUNDS

Our testing revealed instances where reimbursement requests were not done timely. The amount of
time that elapsed between the expenditure of City funds and reimbursement from the State varied
from a few weeks to over a year. Time elapsed between the expenditure of funds and the collection
of reimbursement represents lost interest to the EPD Fund. Currently the EPD is operating on a
very low cash balance and has to borrow money on a short term basis form the General Fund. It is
therefore very important that they draw funds timely from State and Federal sources.
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Two projects stood out during testing as being particularly late in getting reimbursed. CIP project
711105 West Bridge, Lorraine, etc and CIP project 712103 South Mammoth Road Phase IIL

The West Bridge project is funded by a combination of State grants, State Revolving Fund loans
EPD funds and Federal Grants. The project is made up of two contracts with five change orders
and due to problems encountered getting approval from the State for change orders, reimbursement
for expenditures for the period March 1, 2006 through August 30, 2006 was not submitted unti}

April 20, 2007.

The South Mammoth Road project was completed in May of 2006 at which point it became
cligible for State Assistance Grant funds of 20% of eligible costs. The final cost for the project was
$1,916,844. If the total costs were eligible the City would be entitled to § 283,969. On 1/25/2007 a
final change order was sent to the State and was rejected on 3/9/2007. The City and the State are
currently in negotiations to determine how best to proceed with the reimbursement.

The original request was rejected by the State due to change orders to the project that were not
submitted to the State for approval as required and ineligible costs were not identifiable from the
documentation provided. The following problems were noted during the execution of the project
that led to the late request for funds and subsequent rejection by the State: '

Lack of training on State Assistance Grant requirements. The Highway Department decided to use
its own engineers to design and monitor this project. The lead engineer had never dealt with SAG
funded projects and was unaware of the program’s unique requirements. It 1s a requirement that all
change orders be submitted to the State for pre-approval. When the first bids for the project came
in higher then the funds appropriated it was rebid on a smaller scale with the remaining work listed
as “alternative items”. The original contract approved by the State was for $1,411,885. In the
following budget process funds were appropriated to complete the alternative items and the
contractor was given the go ahead to proceed for an additional cost of $268.640. In addition
problems were encountered during construction requiring further change orders that increased the
cost of the project by $206,950. The Highway Department engineers informed the State that the
project had changed but did not get approval for the changes. In addition there were some sections
of the original project that may not have been eligible for the SAG program but it was not
determined in advance and the costs were not separately tracked as the project proceeded. At the
end of a project a “Final Balancing Change Order” was submitted. This change order shouid only
include changes that occurred between line items that had little or no cumulative effect on the total
project. The Highway Department included all the change orders that increased the project by
$475,590 thereby causing the entire project to be rejected. :

Chief Sanitary Engineer position vacancy. At a crucial time during the project the Chief Sanitary
Engineer (CSE) retired and was replaced by a new CSE. The former CSE had been employed by
the State of NH, Department of Environmental Services and was familiar with the program. The
former CSE was actively involved with these projects and would ensure that the proper paper work
was being sent to the State in a timely manner. When the new CSE came on board he was from
private industry and was still learning his way around state government bureaucracy.

¢
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Lack of communication between all involved parties. It became apparent from reading memos and
emails between al] the involved parties that there were communication failures at crucial times. No
one seemed to know the status of the final punch list items or who was responsibie for producing
and funding the Operation and Maintenance Manual. Completion of these items would hold up
submittal of the Grant Request from March of 2006 when the substantial completion inspection
was done until late fall of 2007 when these items were completed.

Inadequate Staffing in the Business Office. It does not appear that the business office has enough
staff to adequately handle the work load of the office. In addition to processing payroll for 43
employees, $18 million of non-payroll operating expenditures and $16 million of revenue
collections the office keeps track of several grants, CIP projects, cash balances and bond/loan
requirements. Being an Enterprise funds the business office has duties that far outweigh those of a
general fund agency. This is done with a staff consisting of a BSO, an Accountant II, 2 Accounting -
Technicians, 2 Customer Service Reps and an Administrative Assistant. Accounting for and
tracking the grant requirements and projects is such a time consuming process that it leaves little
time for the BSO’s other duties. This in part accounts for the late draws of federal funds as noted in

the West Bridge project.
RECOMMENDATION:

EPD and the Highway Department Engineers should develop a grants management manual
outlining the policies and procedures of each grant. All employees working with each grant should
become familiar with the requirements prior to working on the project. The manual would prove
very useful whenever vacancies occur at the department.

At the start of a project a document should be developed spelling out the roles and responsibilities
of each party working on the project. Regular updates of the status of every project should be sent
to each of the employees working on a project.

EPD should perform an analysis of the staffing requirements in the business office to determine if
they need more employees or realign current job positions. Given the complexity and volume of
grant funded projects and construction contracts being monitored at EPD they should consider
adding an additional administrative financial position to monitor ail the grant and contract fiscal
requirements. Currently the BSO handles these duties in conjunction with all her other financial
and administrative duties. It appears that even with the extra hours she puts in she gets behind at
the busy times of the year and has to catch up at a later date.

AUDITEE RESPONSE:

No Response

i
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PAYROLL

Hourly employees at the EPD are members of the AFSCME Union. Article 8.2 of the AFSCME
labor contract i force during the audit period states:

“All times worked in excess of the normal work day and all time worked in excess of the normal
work week shall be paid at the rate of time and one-half. Paid holidays and paid vacation occurring
during the work week shall be counted as hours worked for the purpose of determining the forty
(40} hour straight time hours.”

Article 16.8 which addresses sick leave states:

“During periods of absence for approved sick leave the employee shall be entitled to full pay for
such period at the regular rate of compensation, provided, however, that hourly employees shall be
compensated on the basis of straight time pay not to exceed eight (8) hours per day and not to
exceed forty (40) hours per week. No sick leave beneﬁte shall be paid on the basis of time and
one-half.” (E1nphas15 added).

The Wastewater Treatment Plant is in operation 24 hours per day. This requires that the operator’s
normal daily work shift exceeds 8 hours. One day per week there 1s a short day during each shift so
that the work week will equal forty hours. The labor contract allows this under section 8.8 by
stating that the scheduled hours are considered normal hours for determining overtime pay. When
ever the plant is buming waste it is required that there be three operators on duty. During the days
that operators are ending the shift (the short day} only two operators are scheduled to work during
two hours of that day. To make up for the missing person an operator who is coming off his shift
will work the two hours as overtime. Unless the incinerator is down for repairs or maintenance the
plant is burning. Because of this for a majority of the year the work week consists of 42 hours with
two hours being paid as overtime. Operators are considered to be always working when at the plant
so they get their lunch hour paid. For example, if they are physically at the plant for twelve hours
they are paid for the entire twelve hours.

Maintenance employees at the plant work a shift from 7 am to 3 pm. They are paid for eight hours
per day, forty hours per week on their normal scheduled work day. When asked why they get paid
for working during Iunch it was explamed that they do not take the two required 15 minute breaks
so they work as much as other employees who take the two breaks. Maintenance employees are
also traified as operators and in some instances they will fill in during the day as an operator if an

operator calls in sick,

* According to the plant management, at one time sick and vacation time was not counted as part of
the hours when calculating overtime. If an operator called in sick or was on vacation and was
needed later in the week to cover someone else’s shift they would often refuse to come in for
straight time. This would make it necessary to shut the incinerator down for the shift. Shutting
down and restarting the incinerator was determined to be more expensive then paying for the
occasional over-time. In order to minimize shut downs of the incinerator the labor contract was
changed to provide for overtime in these instances.

L
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OBSERVATION 3: PAYROLL OVERTIME AND LEAVE PRACTICES

During payroll testing the following conditions were noted that are attributable to labor practices
governed by the labor contract in place af the plant:

1. Employees taking sick and vacation time off during the week were receiving overtime even
though they physically were in the plant less then 40 hours per week. Sometimes as little as
12 hours in one week.

2. Employees who worked the day maintenance shift worked from 7 am to 3 pm and were
paid for all eight hour they were at the plant. On occasion these employees would work the
exact same hours but receive % hour of overtime per day. These were days when they
would cover for operators who called in sick or were on vacation during the day shift.
Technically as an operator they say they are working through their lunch.

3 In one instance a maintenance worker worked four hours, 7 am to 11 am, and took the rest
of the day off as vacation. For this day he was paid for 4 /2 hours of work and was charged
3 % hours of vacation.

4. An employee who worked 29.25 hour one week was paid for 21.25 hours of regular time, 8
hours for floating holiday, § hours for a holiday, 4 hours vacation, 6.75 hours of sick time
and & of overtime for the week. In total he was paid for 56 hours during a week that he only
was physically at work for 29.25 hours.

5. An operator who worked one day for 12 hours in one week and vyet received 1 hour of
overtime, 29 hours of vacation, 8 hour of holiday pay and 11 hours of regular pay.

6. An operator who worked 40.5 hours and took 1.5 hour sick time for a doctor’s appointment.
He was paid for 38.5 hours regular time, 1.5 hours of sick time and two hours of overtime.

All of the above instances are caused by Article 8.2 of the labor contract. By saying that any time
worked outside of an employee’s normal scheduled hours will be considered overtime not only
gives the intended incentive for employees to work overtime shifts when needed but also appears
to encourage employees to take sick time one day then cover someone else’s shift later in the week
in order to receive overtime pay. An analysis of sick leave taken by plant employees over the Jast
three years shows that on average an operations employee use 67% of sick time accrued each year.
If combined with sick leave bank use the percentage of annual accrual used jumps to 84%. On
average over the last three years each operations employee took almost 86 hours of time off due to
illness. A similar pattern can be found with maintenance employees who averaged almost 79 hours’
off due to iliness per employee per year. By comparison the average administrative employee took
43 hours of sick time per employee per year. It was also noted that several long time operations and
maintenance employees had very low accrued sick leave balances.

RECOMMENDATION:

The City should explore ways to reduce the amount of overtime and sick time being used by
changing some of the language in the labor contract when the current agreement expires. Article
16.8 which states that no sick time is to be paid at time and one half is negated by the effects of
article 8.2. This encourages the use of sick time and should be changed to limit the appearance of

abuse.

[
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The division should also hold employees accountable for the large amount of sick time being taken
each year. They should also jook into ways of changing the shift structure or other measures in

order to minimize the amount of overtime used.

AUDITEE RESPONSE:

No Response

[~
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REVENUE COLLECTION

The system of internal controls at the Environmental Protection Division over the collection,
deposit, recording and reporting of revenues was documented and evaluated. Controls were
determined to be properly designed and working as intended. The Business Office has taken great
care in designing an excellent system of internal controls and goes to great lengths to ensure that
there is proper segregation of duties. No instances of non-compliance with procedures were noted

during testing.

Our testing of revenues involved obtaining a sample of transactions from source documents and
tracing through deposit, recording and reporting. We found no errors in our testing and no
instances of non-compliance with selected City, State or Federal laws, rules and regulations. As
noted in Observation 2 we did note that collection of some State and Federal reimbursement

payments could have been made in a timelier manner.

EPD receives over 85% of its revenue from a variety of user charges. The remaining revenue is
from interest from invested funds and various grants. Most residential user charges are based on the
amount of water used as determined by the Water Department meters.

The City has agreements with the towns of Goffstown, Bedford and Londonderry for the
processing of sewage. Each town is charged their share of operating, maintenance and capital cost
based on formulas in the agreements.

EPD receives State Grants of 20% of eligible construction project costs and a share of debt interest
for CSO projects. The EPD also receives federal grant funds for approved CSO projects.

The table on the following page shows the amount of revenues recorded for the 18 months ended
December 31, 2006.
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REVENUES FOR THE 18 MONTHS ENDED DECEMBER 31, 2606

6 Months
Fiscal Year Ended 12/30/2006 18 Months
- DESCRIPTION 2006 2007 COMBINED

FEMA $ 24,410 $ 344 8 24,754
FEPD - State Aid Grant 195,528 134,932 3 330,460
AES Granite Ridge 198,408 66,203 $ 264,611
EPD Londonderry Agreement 405,670 200,277 $ 685,947
EPD Sepiage 598,893 258,180 h £57,073
EPD Bediord Agreement 138,720 134,880 3 293,600
EPD User Charge 10,319,351 5,262,070 $ 15581421
EPD Goffstown Agreement 355,120 216,133 h 571,253
Deduct Meters 3,519 1,352 $ 3,071
Copying Receipts 230 3 3 233
Bounced Check Charge 1,230 510 $ 1,740
Income from Invested Funds 296,059 74,540 $ 374,0.39
Interest on Accounts Receivable 1,141 - $ 1,141
EPD - Goffstown Bond Payments 6 - 3 6
EPD - Bedford Bond Payments 3 - 3 3
EPD - Londonderry Bond Payments 9 - 3 9
Contributions — Other 141,362 - 3 141,562
BPD - Tax Office Interest & Cosis 97,822 63,704 $ 163,626
EPD - Bid Fee/Project Specs 3,780 1,100 $ 4,880
State Grants 1,361,768 - £ 1,361,768
Miscellaneous Reimbursement 11,5960 14,861 3 26,821
TOTAL EPD FUND REVENUE $ 14,178326 $ 6,521,689 $ 20,700,018
FEMA 122,752 . $ 122,752
Bedford Share of Capital Projects 45 846 15,480 Y 61,326
Goffstown Share of Capital Project 232,706 33,663 ) 266,369
Londonderry Share of Cepital Project 140,661 47,385 h 188,046
TOTAL BOND FUND 3 541,965 $ 96,528 b £38,493

EPA Grant $ 1,173978 3 - $ 1,173,978

SOURCE: HTE Budget to Actual Reports
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EXPENDITURE PROCESSING

The system of internal controls at the Environmental Protection Division over the processing,
recording and reporting of expenditures was documented and evaluated. Controls were determined
to be properly designed and working as intended. The Business Office, as it has in revenue
processing, has taken great care in designing the system of internal controls and goes to great
lengths to ensure that there is proper segregation of duties. No instances of non-compliance with
procedures were noted during testing.

Our testing of expenditures involved obtaining a sample of transactions from the financial records
and tracing them back to the source documents. We found no errors in our testing and no instances
of non-compliance with selected City, State or Federal laws, rules and regulations. As noted in
Observations 1 and 2 T did note that collection of some State and Federal reimbursement payments
could have been made in a timelier manner and there are some issues of the use of sick leave and

over titme at the Division,

Expenditures during the audit period consisted to a large extent of construction related
expenditures (36%) and debt service (18%). Salaries and henefits made up 8% of total
expenditures with depreciation and operating cost contributing 16% and 22% respectively.

EXPENDITURES FOR THE 18 MONTHS ENDED DECEMBER 31, 2007

SOURCE: HTE Budget to Actual Reports

6 Months
Fiscal Year Ended 12/30/2006 18 Months
Description 2006 2007 Combined

Administration Division § 13,265,249 $ 8,234,737 $§ 21499986
Operations Section 4,397,027 1,787,490 6,184,517
Monitoring Section 194,587 97,811 292,398

| Maintenance 46,006 23,751 69,757
Maintenance (General) 1,336,290 652,144 1,988,434
Crescent Road Pumping Station 74,954 44,785 119,738
Billing 347,910 175,806 523,716
West-Side Pump Station 118,477 39,244 157,721
Off-Site Work 257,033 163,826 420,859
Miscellaneous 41,807 - 41,807
Equipment (75.617) 8,172 (67,445}
Bond Projects 8,725,280 6,866,807 15,592,177
Cash Projects 1,983,630 913,269 2,896,899
Federal Grant Funds 623,011 174,652 797,663
Payroll Suspense - 63.287 63,287
Total Expended $ 31.335.644 $ 10245871 $ 50,581,515
Transfer to Capital Accounts $ (18,214.946) § (4,740,080 $ (22,955,026)
Total Expenditures $ 13,120,698 $ 14,505,791 3 27,626,489

[}
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RATIO ANALYSIS

The City of Manchester Water Department and EPD participated in the 2004 American Water
Works Association (AWWA), Water and Wastewater Rate Survey. Participation in surveys of this
kind provides a valuable tool that enables managers and users to compare their utility to others of
similar size and compare the effectiveness and efficiency of operations. This survey focused on
rate and financial information but there are other organizations that collect survey information on
key benchmarking and performance indicators. Benchmarking can help companies to:

3

o Identify, track, and measure already established and tested performance measures
e Compare performance against peers

s Identify specific processes needing improvement

e Implement outsianding processes at a utility to improve performance

Participation in these programs indicates a strong commitment to organizational excellence. I
encourage EPD to continue participation in these surveys and to seek other performance indicator
surveys that would provide useful data to the organization.

The AWWA survey grouped the nearly 200 participating utilities into similar categories based on
size, population, treatment capacity and number of employees. The EPD compared favorably in

most categories compared to other utilities in its group.

EPD data was also compared to data collected from other jurisdiction’s audits of their wastewater
utilities. Of particular usefulness was the Kansas City Unified Government’s (Kansas) 2003
performance audit of the sewer system enterprise fund. This provided a very good source of
performance data to use as a comparison to the EPD operation. The following ratios and results
from this study were examined. Explanation of the ratios can be found on the pages that follow.
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Current ratios that are below industry averages or indicate problems in the financial health of the

fund:
2002 2003 2004 2005 2006
CURRENT RATIO
Current Assets $ 33,174,025 & 28,711.56%1 $ 23,820,540 3 18,210,548 $ 11,776,639
Current Liabilities % 8,213,678 5 9,082,030 $ 10,066,486 5 10,376,668 5 8,374,873
Ratio 2.60 3.16 2.37 1,75 1.26
NET INCOME PER REVENUE DOLLAR
Net Income $ 534088 & 285,364 § 142,357 & (468,130} &% {315,205}
Operating revenue $ 11 ,§45,505 $ 11,225,665 $ 11,293,628 & 11,063,377 $ 12,036,162
0.05 .03 0.01 -0.04 -(.03
OPERATING RATIO
Operating Expense $ 10,811,437 $ 14,940,301 £ 11,151,271 § 11,521,507 % 12,351,367
Operating Revenue $ 11,145,505 $ 11,225,665 $ 11,283,628 3 11,063,377 % 12,036,162
0.95 0.97 0.86 1.04 1.03
CURRENT ASSETS - CASH
Cash & Cash Equivalents  § 28,543,465 $ 24,057,207 $ 18,659,066 3 13,521,239 % 7,045,295
Curreﬂt Assets $ 33,174,025 § 28,711,581 $ 23,820,540 $ 18,210,549 3 11,776,639
0.86 0.84 0.78 0.74 (.60

All ratios derived from current asset information reflect the declining balance in the operating cash
account. In preparation for Phase I of the federally mandated CSO project the Division raised its
rates to a point where revenues would far exceed expenditures. This allowed the fund to obtain
large cash balance for use in the construction of phase I and limit the amount of borrowing by the
Division. The plan was to build the balance then have expenditures exceed revenues. during
construction and draw down the cash balance. In this manner the Division was able fo hold a low
rate structure over severa] vears and avoid interest cost. They were also able to derive income from
investment of excess cash for several years. This is reflected in the declining and unusually low
Current Ratio, Negative Net Income per Revenue Doliar, High and rising Operating ratios. Current
Asset to Cash does not reflect the true cash position of the fund. Cash balance for the comparable
analysis was taken at year end prior to bond payments that are due in July. Operating cash has been
very low after the July payments and at the end of July 2007 was negative. As noted above this was
planned financial activity and since the recent rate increases the ratios have improved considerably.

A further discussion of the ratios follows.
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CURRENT RATIO

This ratio measures the ability of a utility to use liguid assets to pay for current liabilifies in the
short run. The ratio is a common ratio in all industries and although it may vary from industry to

industry, the ratio shoutd usually be at least 2.0.-
NET INCOME PER REVENUE DOLLAR

This ratic measures the percent of every revenue dollar that results in income. The time series
reveals the fund has been in a downward trend and did not generate net incorne during 2005 and
2006. As noted previously this was planned in order to provide for stabilized rates and use up the

prior surplus to pay for capital improvements.

OPERATING RATIO

This ratio shows the percent of revenue used to pay for operating and maintenance expenses. The
ratio is slightly higher than others in the Kansas report but again is reflective of the strategy to use

up the cash surplus.
CURRENT ASSETS TO CASH

This ratio measures the amount of current assets that is compromised of available cash. Again the
downward trend reflects the planned strategy of reducing the cash balance. The ratios appear to be
strong compared to industry averages but figures are obtained from the balance sheet at year end
prior to the bond payments that occur in July. Cash position after the bond payments would be
below comparable industry average after the bond payments.

ot
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Current ratios that exceed or meet industry averages:

2002 2003 2004 2005 2006
DEBT TO TOTAL ASSETS

Total Assets $ 148,453,440 § 146,396,753 § 145644323 § 140,673,090 140,692,602
Debt $ 41828260 $ 39,594,301 § 36,551,808 § 32,594,203 § 20,619,563
Ratio 0.28 0.27 0.25 0.23 0.21

TIMES INTEREST EARNED
Operating income $ 11145505 § 11226665 $ 11,203628 § 11083377 § 12,036,162
Interest Expense $ 1,303,867 % 1,091510 5 1,070,840 % 882,010 § 769,331
8.55 10.28 10.5% 12.53 15.64

DEBT SERVICE COVERAGE
income $ 12,270,080 § 11973810 $ 11.851,151 § 11648774 % 12,674,999
Debi Service Payments  $  B.080,559 § 7,046,889 3§ 7629917 % 7,283,362 § 7,660,238
2.02 1.70 1.65 1.60 1.65

CAPITAL INVESTMENT RATIO
Operating Revenue $ 11145505 $ 11225865 § 11,203,628 § 11053377 § 12,036,162
Capital Invesiment $ 65793971 $ 71390425 § 78,902,057 § B459734C 3§ 94,171.873
0.17 0.16 0.14 0.13 0.13
DEBT TO TOTAL ASSETS

This ratio expresses debt as a percentage of assets. The ratio measures the utilities ability to meet
current and long-term liabilities. The ratio is relatively low compared to utilities in the Kansas
study and indicates that EPD has the ability to satisfy its long-term obligations.

TIMES INTEREST EARNED

This ratio measures the ability to cover interest expense charges on debt. This ratio shows that EPD
has more than sufficient amount of operating income to cover interest expense on long term debt.

DERT SERVICE COVERAGE

This ration indicates the utilities ability to meet annual long-term debt obligations based on
operations. The Kansas study had ratios in a range of 1.17 to 2.59, EPD’s ratio is well within that

range.
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CAPITAL INVESTMENT RATIO

This ratio expresses the amount of capital investment as a percent of annual operating revenue. It
refiects the high level of capital improvements occurring at the plant and associated sewer lines,
The ratio compared to other industries in the study is low indicating that the EPD has a much
higher level of capital improvements than the average. This is due to the level of activity involved

with the federally mandated CSO project.
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William E. Sanders
Finance Officer

CITY OF MANCHESTER

Finance Department

February 27, 2008

Committee on Accounts, Enrollment and Revenue Administration
C/0O Carol Johnson

Office of the City Clerk

One City Hall Plaza

Manchester, NH 03101

Dear Honorable Committee Members,

Attached for your review, is the City of Manchester’s unaudited Monthly Financial Report for
the seven months ended January 31, 2008,

Expenditures:

The average unobligated balance by percentage for the six month period should be 41.7% left as
a benchmark. Departments with at least a 10% variance are City Clerk, City Solicitor,
Information Systems, Human Resources, Building Maintenance, Highway, Parks & Recreation
and Elderly Services. Ciry Solicitor has expensed the annual audit fee and insurance premiums
for the year. Human Resources and City Clerk’s spending for the first seven months is higher
than anticipated due to retiree severance payments. Information Systems has recorded obligations
for equipment to be reimbursed by the departments receiving the equipment. This department
also has fully encumbered service agreements, postage as well as telephone obligations for the
year. Building Maintenance has fully encambered the contracted cleaning services for the year at
over $4 million. Highway and Parks & Recreation spending is in excess of the benchmark due to
the extremely adverse winter weather this year. Elderly Services has encumbered telephone,
postage and utilities. Health care costs through January of $5,645,882 are up only $136,341, or
2.4%, from the same period last year.

Overall, expenditures through January are higher then the benchmark with the composite city-
wide unobligated balance of 39.09% compared to 40.76% for the same period a year ago. We
currently anticipate that the departmental overages will be covered by the salary adjustment
($700,000) and contingency ($500,000) accounts. We also expect a full year surplus in the health
care line item of $600,000 - $800,000.

One City Hall Plaza « Manchester, New Hampshire (3101 » (603) 624-6460 « FAX: (603) 624-6549
E-mail: Finance@ManchesterNH.gov « Website: www.manchesternh.gov
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Revenues:

Through January, certain revenues are trending below budget including auto registrations which -
are $400,000 below the seven month budget and permits which are trailing budget projections by
approximately $470,000 for the first seven months. We have also been advised that the State
Highway Block Grant will be $312,000 lower than originally anticipated. These lower than
anticipated revenues are partially offset by higher than anticipated interest income. We will be
reviewing a full year revenue and expenditure forecast with the BMA at the March 4 meeting.

Respectfuily subrmtted

WilhamE San ers
Finance Officer

One City Hall Plaza » Manchester, New Hampshire 03101 « (603) 624-6460 « FAX: (603) 624-6549
E-mail: Finance@ManchesterNH.gov + Website: www.manchesternh.gov
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City of Manchester, New Hampshire 2/22/08

Budget wvs Actual Bxpenditures - Genexal Fund 2:27 PM
Ay Department With Restricted Items i, i
¥or The Seven Months Ended January 31, 2008
{URAUDITED)
Budget Basis
MNTBUDCOX]
£y 2008 FY 2008 FY 2008 FY 2008
MODIFIED OBLIGATIONS UNCBLIGATED PERCENT
BUDGET TO DATE BALANCE UNOBLIGATED
AGENCIES-
ALDERMEN $ 76,903.00 8 37,478.38 8 39,424,862 51.27
ASSESSORS 681,286.00 396,744.50 284,541,350 41.77
BUILDING 1,331,983.00 754,411 .18 577,571.82 43.36
CITY CLEREK 1,198,383.00 794,187.43 404,185.57 33.73
MEDO 329,793.00 193,400.28 136,3598.72 41.3¢,
CITY SCLICITOR 1,144,540.00 907,072 .64 237,467,346 20.75
FINANCE 1,15%4,777.00 647,218.87 507,558.03 43.85
INFORMATION SYSTEMS 1,622,731.00 1,155,%69.78 466,761.22 28.76
MAYOR 251,6583.00 138,134.67 112,558.33 44.72
OFFICE OF YOUTH SERVICES $2¢,733.00 308,468.11 221,7264.89 41.77
HUMAN RESOQURCES 887,468.00 565,482 .64 321,985.36 36,238
PLANNING 866,215.00 496,207 .41 376,007.58 4z.72
BUILDING MAINTENANCE DIVISION 6,481,049.00 5,622,765.63 B3E,283,37 13.24
TAX COLLECTOR 628,099.00 354,873.62 273,225.38 43.50
FIRE ' 20,589,862.00 11,84%,227.53 B,744,634.47 42.47
POLICE 21,588, 646,580 12,786,483.72 B,B02,163.18 a0.77
HEALTH 2,917,046.00 1,409,252.87 1,507,733.13 51.69
HIGHWAY 1%,923,849.00 12,492,529.47 7,431,319.53 37.30
TRAFFIC 873,991.00 509,475.27 464,515.73 47.869°
WELFARE 1,177,839.00 €92,407 .94 485,231.06 41.20
PARKES & RECREATION 3,040,747.00 1,887,268.18 1,153,478.82 37.983
MCTV 394,000.00 181,104.20 208,8%5.80 53.56
LIBRARY 2,406,159.00 1,300,320.62 1,105,838.38 45.98
ELDERLY SERVICES 268,226.00 176,535.50 92,690,506 34.43
TOTAL AGENCIES 90,461,834.90 55,654,030.54 34,807,804.36 38.48
NON-~DEPARTMENTAL ITEMS-
SALARY ADJUSTMENT 700,000.00 - 700,000,060 100.00
CONTINGENCY 493,198,110 - 493,198.10 100.00
CIVIC CONTRIBUTIONS 152,700,900 137,234 .31 15,405.69 10.09
NON-CITY PROGRAMS 68,817.00 £9,278.58 (461.58) .&67)
SAFETY REVIEW BOARD 40, 000,00 31,262.25 8,737.75 21.84
COMMUNITY IMPROVEMENT PROGRAM 1,695,425.00 1,6595,425.00 - B
MOTORIZED EQUIPMENT REPLACEMENT 1,051,500.00 884,494 .56 167,005.04 15.88
TRANSIT SUBSIDY 1,176,714.00 1,176,714.00 - -
EMPLOYEE MEDICAL SERVICES 100,000,040 17,295.30 g82,704.70 g82.70
CONSERVATION COMMISSION 8,400.00 1,306,286 7,093.04 84.44
MATURING DEBT 9,219,000.00 5,465,905.76 3,753,094.24 40,71
INTEREST ON MATURING DEBT %,514,500.00 3,203,956.78 2,310,543.22 41.29
HEALTH INSURANCE 10,432,125.00 5,645,881 .72 4,786,243.2¢ 45.88
DENTAL INSURANCE 259, 630.00 342,205.16 517,424.84 60,19
DEATH BENEFIT 60,874,006 20,886.41 3%,987.59 65.69
TECHNOLOGY RESERVE 250,000.00 133,822.23 116,177.77 46.47
TOTAL NON-DEPARTMENTAL ITZMS 31,822,887.10 18,825,733.42 12,997,153.68 40.84
TOTRL GENERAL FUND 3 122,284,722.00 % 74,479,763.96 $ 47,804,5958.04 3%.09
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city of Manchester, New Hampshire 2/22/08
Budget vs Actual Expenditures - General Fund 2:27 PM
1 i

By Department With Restricted Items .01
For The Seven Months Ended January 31, 2007

{UNARUDITED)
Budget Basis
MWTBUDCOKZ
gy 20407 gy 2007 FY 2007 FY 2007
MODIFIED OBLIGATIONS UNOBLIGATED PERCENT
BUDGET 7o DATE BALANCE - UNOBLIGATED
AGENCIES-

LLDERMEN S 77,.576.00 % 37,416.72 § 40,159.28 51.77
ASSESSORS 704,244.00 380,722.03% 323,521.99 45.54
BUILDIKG 1,306,019.00 T17,063.5% 588,555.41 45.10
CITY CLERK 1,044,294,00 574,641 .62 469,652.38 44,87
MEDO 351,416.00 174,255.50 177,210.50 50.43
CITY SOLICITOR 1,146,177.00 580,681.47 155,485.53 13.57
FPINANCE 1,098,232.00 692,491.15 406,740.85 37.00
CENTRAL PURCHASING 171,050.00 65,845 ,14 105,200.886 61.50
INFORMATION SYSTEMS 1,822,508.00 1,311,581 .84 511,316.16 28.05
MAYOR 274,657.00 144,909.59 129,747 .41 47.24
OFFICE OF YOUTH SERVICES 533,536.10 302,143.25 231,392.85 43.37
HUMAN RESOURCES 939,418 .00 528,058.56 411,359, 44 £3.79
PLANNING 963,019.00 48%6,980.57 476,038.43 49 .43
BUILDING MAINTENANCE DIVIZIOHN 6,690,630.00 5,706,382 .48 984,247.12 14.71
TAX COLLECTOR 648,744.00 324,759.70 323,984.30 45,94
FIRE 19,877,270.00 11,475,096.31 §,402,173.69 4z.27
POLICE 19,809,3%2.00 11,481,776.19 8,327,615.81 42.04
HEALTR 3,681,2138.00 1,453,615.42 1,587,603.58 51.53
HIGHWAY 19,661,434.00 16,813,718.7¢6 8,747,715.24 44 .48
TRAFFIC 855,005.00 434,733 .31 420,271.69 49.15
WELFARE 1,212,405.00 649,681.08 562,727.51 26.41
PARKES & RECREATION 3,409,217.60 1,5939,521.52 1,469,595 .48 43.11
MCTV 384,754.00 - 386,754.00 100.00
LIBRARY 2,451, 660.00 1,306,482.84 1,145,177.1¢6 46.71
ELDERLY SERVICES Z58,854.31 171,221 .55 87,632.72 33.85

TOTAL AGEWCIES 88,786,3134.41 52,303,744 .62 36,482,389.73 41.09

NON-DEPARTMENTAL ITEME-

SALARY ADJUSTMENT 400, 000.00 - 400,000,090 100.00
CONTINGENCY 102,351.74 - 102,351.74 160,00
CIVIC CONTRIBUTIONS 157,708, 14 127,704 .39 30,003.75 18.¢02
NON-CITY PROGRAMS 69,149.43 6%,149.43 - -
SAFETY REVIEW BOARD 40,000.00 231,852.83 18,947,137 47.37
COMMUNITY IMPROVZMENT PROGRAM 1,827,638.00 1,827,639.@0 ~ -
MOTORIZED EQUIPMENT REPLACEMENT 1,084,255.28 739,795,779 360,458,409 33.37
TRANSIT SURSIDY 1,10¢,000.00 1,100,000.400 - -
EMPLOYEE MEDICAL SERVICES 106,000.00 26,354,582 T4, 645,48 T4.65
CONSERVATION COMMISSION 14,343,090 1,572.71 12,368.29 86.24
MATURING LEBT 8,341,600.00 4,944,3458.73 3,397,250.27 40.73
INTEREST ON MATURING DEBT 5,441,950.00 2,807,086.90 2,534,853.10 46.58
HEALTH INSURANCE 9,544,148.,00 5,509,541.05 4,434,606.85 44,60
DENTAL INZURANCE 820,615.00 446,524 .77 374,080.23 45,58
DEATH BENEFITS 59,065.00 35,5%0.02 3,478.98 39.75
TECHNOLOGY RESERVE 250,000.00 174,956.03 75,043,987 30.02

TOTAL NON-DEPARTMENTAL ITEMS 29,748,825.55 i7,910,726.07 11,838,099.42 39.7%

TOTAL GENERAL FUND $ 118,534,960.00 % T0,214,4570.79 § 48,320,488.21 40.7¢6




City of Manchester, New Hampshire 2/22/08
Budget vs Actual Revenue By Department - General Fund 3:08 PM
Non-Property Tax Revenues 1. 1
For The Ssven Months Ended January 31, 2008
(UNAUDITED)
Budget Basis

MNTREVAGEN
MODIFIED REVENUE UNRECOGNIZED PERCENTAGE
BUDGET RECOGNIZED BRLANCE URRECOGNIZED
AGENCIES~ -

AISESE0RS 741,872,060 748,028 .10 {6,156.10} (.83}
BUILDING 2,050,000.00 1,822,787.03 1,027,212.05 50,11
CITY CLERE 1,848,345.00 304,503 .58 1,543,841, 44 B83.53
MEDD i21,188.00 54,038.10 67,149 .80 55.41
CITY BOLICITOR 460,751.00 55,000.00 395,751.00 85.89
FINANCE 10,242,654.00 3,936,755.85 6,305,0898,15 51.57
INFORMATION SYSTEMS 37,262.00 54,5919.03 (17,557,033} (47.39)
HUMBN RESOURCES 107,000.006 4,985 .60 102,014.40 95.34
PLANNING BOARD 349,0006.00 47,155.10 301,840,890 86.49
BUILDING MRAINTENANCE DIVIZION 5,844,489%.00 2,010,277.83 3,834,211.07 65,60
TAX COLLECTOR 16,267,400.00 8,652,049.60 T.575,350.40 46.57
TIRE 387,8060.00 364,032.00 23,761.00 6.13
POLICE 9%5,216.00 423,122.33 572,093.87 57,48
HERLTH 2,064,65%.400 746,828 .50 1,317,830.50 63.83
HIGHWAY 3,874,630.00 2,672,851 .84 1,201,678.16 31.01
TRAFFIC 1,000.00 6,698,083 (5,688.03}) {569,480
WELFARE 75,000.00 21,285.7L 53,714.29 71.62
CEMETERY, PARKS & RECREATION 722,895.00 305,887.20 416,907,800 57.67
cIge - 19,404,598 115, 404,55} -

TOTAL AGENCIES 5 46,151,161.00 % 21,500,821.12 § 24,680,339.88 53.45%

3



City of Manchester, New Hampshire 2/22/08

Budget vs Actual Revenue By Type - General Fund 3:08 PM
Non-Property Taz Revenues .01
For The Sewen Months Ended January 331, 2008
(UMAUDITED}
Budget Basis
MNTREVNERP
MODIFIED REVENUE UNRECOGNTZED PERCENTAGE
BUDGET RECOGRIZED BALANCE UNRECCGNIZED
TAXES, TNTEREST AND PENALTIES
MISCELLANEOUS TRXES 32,000.00 T6,827.69 144,827.69) (140.09)
INTEREST AND PENALTIES 538,000.00 280,317.07 277,682.93 51.61
CRBLE FRANCHISE FEES 1,100,000.00 76,659.24 1,023,340.7¢ 93.03
TOTAL TAXES, INTEREST AND PENALTIES 1,870,000.400 413,804 .00 1,25€,186.00 15,22
LICENSES AND PERMITS .
AUTC REGISTRATIONS 16,156,000.00 4,651,388.77 7,464,600.23 46.20
LICENSES 470,500,050 B6,B28.24 383,671.7¢ §1.53
FERMITS 2,418,000.00 1,208,403.05 1,209,596.95 50.02
TOTAL LICENSES AND PERMITS 1%,044,500.00 9,986,631.04 5,057,8648.94 47.56
INTERGOVERNMENTAL
FEDERAL REVENUES 227,000.00 - 227,000.00 100,00
PAYMENTS IN LIEU OF TAYES 1,125,472.00 968,458.18 157,013.82 13.95
S5TATE REVENUES 5,691,470.00 3,673,629.25 3,017,840.71 45.10
TOTAL INTERGOVERNMENTAL §,043,942.00 4,542,087.47 3,401,854.53 42,25
SALES AND SERVICES
GENERAL REVENUES 142,695.00 96,733.10 46,961, 30 32.68
PURBLIC SAFETY 174,150.00 102,588.19 71,561,811 41.0%9
HIGHWAY 615,500.00 291,142 .48 224,357,501 36.45
TRAFFIC - 1,324 .%4 {1,3584.94) ~
SANITRATION 20,000.00 10,392.27 9,807,732 49 .04
HEALTH - 7,496 .00 1749600, -
CEMETERY, FARKS & RECREATION 252,795, 00 195,466.13 53,328.87 31.88
ZOWING BOARD 27,000.00 15,885.00 11,115.00 41 .17
PARKING VIOLATIONS 11,000.00 7,100.00 3,%00.00 35.45
CORRT TINES 8G,000.00 25,947.17 €4,052.83 71.17
COTHER FINES : - (9,427.56) 9,427.58 -
FEES 930,350.00 607,377.%3 382,972.07 38.67
WITHESS FEES 895,000.00 43,611.68 51,388.32 54,09
TOTAL SALES BND SERVICES 2,45%,430.00 1,48%,507.34 95%, 982, 66 3%5.03
OTHER REVEWUE SOURCES
INTEREST INCOME 2,804,000.00 1,618,163 .41 985,836.59 37.86
FUND TRANSEERS 2,156,100.00 19,404.58 2,130,695, 41 9% .10
REIMBURSEMENTS 1,133,776.00 243,425.50 #90,350.50 78.53
RENTALS & LEASES 766,200.00 21,806.00 738,394,00 57.13
SCHOOL CHARGEBACKS 8,237,81l5.00 2,9895,022.0L 5,242,85%2.98 63.64
MISCELLAWEQUS 87,238.00 50,965.74 26,268.26 30,311
TOTAL OTHER REVERUE SGCURCES 14,873,22%.00 4,958,791.25 10,014,437.75 66,88
TOTAL 3 46,191,161.00 § 21,500,821.12 % 24,8690,330.88 53.45
4



TAXES, INTEREST AND PEWALTIES
BOAT TAXES
MISCELLANEOQUS TAXES
INTEREST AND PENALTIES
CABLE FRANCHIZE FEES

TOTAL TAXES, THTEREST
LICENSES AND PERMITS
AUTO REGISTRATIONS
LICENSES
PERMITS

TOTAL LICENEES AND PERMITS
INTERGOVERRMERTAL
FEDERARL REVENUES
BPAYMENTS IN LIRD OF TRYES
STATE REVENUES

TOTAT INTERGCOVERNMENTAL

SALES AND SERVICES

GENERAL REVENUES

PUBLIC SAFETY

HIGHWAY

TRAFFIC

SANITATION

HEALTH

CEMETERY, PARKS & RECREATIOR

ZONING BOARD

PARKING VICQLATIONS

COURT FINES

OTHER FINES

FEES

WITNESS FEESZ

TOTAL SALES AND SERVICES

OTHER REVENUE SOURCES

INTEREST INCOME

FUND TRANSFERS

REIMBURSEMENTS

RENTALS & L.EASES

SCHOOL CHARGEBACES

MISCELLANEQUS

TOTAL GTHER REVENUE SOURCES

TOTAL

AND PENALTIES

city of Manchester,
Budget vs Acoctual Revenue By

Non-Property Tax Revenues

For The Year Ended June 30,

Modified Budget FY 2008

ACTUAL
FY 2007

5 14, 656
12,879

574,763
1,069,452

1,791,750

16,143,121
46%,8786
2,501,843

19,114,840

247,512
853,676
6,331,658

7,432,846

142,335
1685, 349
508,337

2,058
25,962

9,158
318,559
67,844
11,500
84,940

1,014
880,744
132,012

2,451,850

2,438,924
2,675,048
685,519
754,266
7,825,612
43,439

(UNAUDITED)
Budget Basis

MNTREVCOML
MODIFIED
BUDGET
FY 08

32,000
538,000
1,100,000

1,670,000

6,156,000
470,500
2,418,000

19,044,500

fud

227,800
1,125,472
6,591,470

8,043,942

143,695
174,150
615,500
20,000
202,795
27,000
11,000
30, 000

990,350
95,000

2,459,480

2,604,000
2,150,100
1,133,776
TE0, 200
8,237,815
87,238

Kew Hampshire
Type -

2007 And

DIFFERENCE
BCTUAL 07 W5
BUDGET 08

§ 134,6586)
18,121

1136,763)

30,548

{121, 750)

12,879
624
(83,843}

(70,340)

{26,512
271,796
35%,812

1,360
7,801
(7,183)
(2,056)
{5,562)
(9,158)
(26,804}
(40,844,
(500)
5,060
11,014)
109,606
{37,612}

165, {
(574,948}
447,857
(34,066)
412,303
43,799

3 336,667

2/2%/08
3:13 PM
1. 1
PERCENTAGE

DIFFERERCE QF
FY07 V3 FYOS

1100.00%
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TAXES, IWTEREST AND PENALTIES
BOAT TAXES
¥MISCELLANECQUS TAXES
INTEREST AND PENALTIES
CABLE FRANCHISE FEES

TOTAL TAXEg, INTEREST AND PENALTIES

LICENSES AND PERMITS
AUTO REGISTRATIONS
LICENSES
PERMITS

TOTAL LICEREES AND PERMITS
INTERGOVERNMENTAL
FEDERAL REVENUES
PAYMENTE IN LIEU OF TRXES
STATE REVENUES

TOTAL THTERGOVERNMENTAL

SALES AND SERVICES

GENERAL REVENUES

FUBLIC SAFRETY

HIGHWAY

TRAFFIC

SANTTATION

HEALTH

CEMETERY, PARKS & RECREATION

ZOWNING BOARD

PARKING VIOLATIONS

COURT FINES

OTHER FINES

FEES

WITNESS FEES

TOTAL SALES AND SERVICES

OTHER REVENUE SOQURCES

INTEREST INCOME

FUND TRANSFERS

REITMBURSEMENTS

RE¥TALS & LEASES

SCHOOL CHARGEBACKS

MISCELLANEOUS

TCTAL OTHER REVENUE SOURCES

TOTAL

City of Manchester, New Hamphire
Budget vs Actual Ravenue By Type -

Nen-Property Tax Revenues
For The Seven Months Ended January 31,

(UNAGDITED)
Budget Basis
MNTREVCOMZ
T MONTHS 7 MONTES
ACTUAL ACTUAL
FY 2007 FY 2008
$ 11,502 -
4,878 76,827
197,710 260,317
395,412 76,659
609,503 413,804
9,080,856 8,691,395
90,867 26,828
1,680,444 1,208,403
10,862,187 4, 584,631
27,406 -
575,517 968,458
3,58%, 127 3,673,629

£,284,080

87,974
98, 535
416,501
1,170
19,930
5,436
206,750
36,499
5,850
£5,594
550
612,769
93,034

1,641,982

1,468,208
£5,633
145,712
25,1186
3,045,433
61,482

4,642,087

96,733
162,588
391,142

1,394
10,192
7,496
199,466
15,885
7,100

25,547

(%,427)
807,377

43,611

1,618,163
15,404
243,425
21,806
2,895,022
60,969

3 21,500,821

2008 and Z007

DIFPERENCE
ACTUAL G7 VS
ACTUAL 6B

s {11,502}
71,548

62,607

{318,752,

{185,685)

{398, 456)
(4,038)
1472,040)

1875, 535

(27,406}
282,841
92,502

358,037

8,789
4,053
{25,758}
224
{737)
2,060
{7,283)
(20,614}
1,250
[38,64¢6)
(9,577
(5,3%1)
14%,422)

(142, 484)

149,955
(46,7228)
97,713
(3,31
{50,410}

(512)

2/22/08
3:149 PM
1. 1

PERCENTASGE

DIFFERENCE OF

FY07 VS FY08
{104.00)

1,474.66
31.67




William E. Sanders
Finance Officer

CITY OF MANCHESTER

Finance Department

February 25, 2008

Committee on Accounts, Enrollment and Revenue Administration
C/0O Ms. Carol Johnson, City Clerk

One City Hall Plaza

Manchester NH 03101

Dear Honorable Committee Members,
Enclosed for your review are the following reports updated through today:

Department Legend

Open Invoice report over 90 days by fund

Open Invoice report all invoices for interdepartmental billings only
Open Invoice report all invoices due from the School Department only
Listing of Invoices Submitted to City Solicitor for Legal Determination
Accounts Receivable Summary

Please let me know if you have any questions or require further information.

Respectfully submitted,

St Dot

Sharon Y. Wickens
Assistant Director - Treasury
Enc.

One City Hall Plaza « Manchester, New Hampshire 83101 « (603) 624-6460 » FAX: (603} 624-6549
E-mail: FinancefmManchesterNIH,.cov = Website: www.nanchesternh.gov

(|




Legend

Customer Type Code Department

02
03
04
05
07
10
13
16
18
19
20
21
22
25
27
30
33, 34, 35, 36
41
50
51
52
80
65
71
82

Assessors
Building/Housing Code
City Clerk

City Coordinator/MEDO
City Solicitor

Finance Department
Information Systems
Mayor's Office

Office of Youth Services
Human Resources
CIP/Planning

Public Bidg. Services
Tax Collector's Office
Airport/Aviation
Environmental Protection Div
Fire Department

Police Department
Health Department
Highway Department
Traffic Department
Parking Department
Welfare Department
Parks & Recreation/Cemetery
Library (east/west)
Elderly Services

Fund
0101
0204
0205
0301
0801
0805
0807
0802

Name

General

CDBG

Grants

Capital Projects
EPD

Airport
Recreation
Parking
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Bept
brory
hwy

nwy

hwy
hwy
hwy
vy
by
nwy
ey
hwy
by
hwy
Frwy

traffic
hwy

hwy

hwy
hwy
hwy

hwy

hary

traffic

traffic

traffic
traffic
traffic
traffic
traffic
fraffic
traffic

police

Py
hwy
hwy
hwy
wy
hwy
Frwy

Customer Name

Ryan Fitzgerald - Former Hwy Employee
Steve Thompson - Former Hwy Employee
ahove submittted to City Soficitor 03/9/04

Steve Thompson - Former Hwy Employee
above submittied to City Solicitor (6/14/04

Kyle Poisson - Former Hwy Employee
Francis J. Towne

Francis J. Towne

Francis J. Towne

Francis J. Towne

Francis 4. Towne

Francis J. Towne

Francis J. Towne

Francis J. Towna

Francis J. Towns

Francis J. Townsg

above submittted to City Solicitor 08/13/04

Michael Vanasse
Victar Olivio - Former Hwy Employee
above submittted to City Solicitor 2/17/05

Howard Komm-Former Bwy Employee
above submittied to City Solicitor 03/14/05

Jay Provencher-Former Hwy Employee
Jay Provencher-Former Hwy Employes
Chris Chakas-Former Hwy Employee
above submittted to Clty Sollcitor 04/12/05

John Clancy-Former Hwy Employse
above submittted to City Soficitor 06/07/05

Gerard Dionne-Former Hwy Employae
above submittted to City Solicitor 07/14/05

Alexis Rojas
above submittted to City Soliciter 09/13/05

Charles Baadom
above submittted to City Solicitor 11/30/05

Ron Elias dba That Look
Ron Elias dba That Look
Ron Efias dba That Look
Ron Elias dba That Look
Ron Efas dba That Look
Ron Elias dba That Look
Ron Elias dba That Look
above submittted to City Solicitor 02/12/07

Breezeway Pub
above submittted fo Clty Solicitor D3/12/07

Cliffside Construction
Cliffside Construction
Clifiside Construction
Cliffside Construction
Cliffside Construction
Cliffside Constructian
Cliffside Construction
above submittted to City Solicitor 01/30/08

8115
8111

5111

8114
8052
8052
8052
8052
8052
8052
8052
8052
8052
8052

86840
8572

8220

8682
8682
§172

8645

8643

8555

9658

9485
9485
8485
9485
9485
3486
9485

10608

10668
10666
106686
10668
10668
106686
10666

Department of Finance
Accounis Receivable

Submissions to Sclicitor's Office

Cust# Invoice #

9844254
9844250

9845813

9844253
95843832
9844118
9844244
9844748
9845003
8845895
88456881
4846774
8846835
9846965

9852464
9851128

9845817

9853276
9858537
9845632

9852612

9852501

9851006

9861505

9868606
9869468
9870316
9871244
a872522
9873856
9874570

887725

9879183
9878293
9879454
9878524
SBTO687
8880023
8880172

Invoice Date Original Amount Open Amount

6/16/2003
6/16/2003

713112003

6/18/2003
52712003
B/10/2003
6/16/2003
8/24/2003
7/9/2003
B/8/2003
8/11/2003
9/3/2003
9/9/2003
9/15/2003

2/26/2004
1/19/2004

7/3112003

3/28/2004
111112004
6/30/2003

1/3/2005

3112004

1/9/2004

12/27/2004

8/22/2005
8/20/2005
10/20/2005
1172212005
1212212008
172012006
2{22/12006

6/27/2006

8/21/2006
8/28/2008

Q62006
97112006
9M18/2006
9/26/2006
10/2/2006

$36.92
$82.97

$598.72

$440.93
$217.50
$38.00
£33.00
$384,50
$34.50
$38.00
$12.00
$560.00
$30.00
$28.50

$947.88
$161.34

5866.76

$265.84
534617
$96.40

35665.78

15411

$1,079.56

$953.77

§135.00
$135.00
$135.00
$135.00
$135.00
$135.00
$135.00

§1,398.25

$97.50
$132.00
$57.00
$33.00
$378.00
$355.50
$120.00

UNCOLLECTABLE PER COLLECTION AGENCY > $1,000-SEND TO CITY SOLICITOR

e

- oo

$36.92
$82.97

$518.72

$440.93
$217.50
$39.00
$33.00
$394 50
$34.50
$38.00
$12.00
$569.00
$30.00

$28.50
$1,836.93

$047.88

$161.34

$691.76

$265.84
$346.17

396.49

$665.78

$154.11

$1,079.56

§953.77

$53.18
$135.00
$135.00
$135.00
$135.00
$135.00

513500

$517.84

$97.50
$132.00
$57.00
$33.00
$378.00
$355.50

$120.00
$1,173.00

$119.89

$518.72

$1,100.22

$681.76

$708.50

$665.78

$154,11

$1,079.58

$953.77

$863.18

$517.84

$10,382,25

Explanation

workers compensation reimbursement
workers compensation reimbursement

workers compensation reimbursement

workers compensation reimbursemant
closed AEX 07/31/04
closed AEX 07/31/04
closed AEX 07/31/04
closed AEX 07/31/04
closed AEX 07/31/04
closed AEX 07/31/04
closed AEX 07/31/04
closed AEX 07/31/04
ciosed AEX 07/31/04
closed AEX 07/31/04

closed AEX 01/31/05
waorkers compensation reimbursement

workers compensation reimbursament

workers compensation relmbursement
workers compensation reimbursement
workers compensation reimbursement

workers compensation reimbursement

workers compensation reimbursement

closad USA 08/13/05

closed AEX 11/02/05

closed USA 01/05/07
closed USA 01/05/07
closed USA 01/05/07
closed USA B1/05/07
closed USA 01/05/07
closed USA GUOLGT
ciosed USA 01/05/07

clased AEX 02/24/07

closed AEX 11/2/07
closed AEX 11/2/07
closed AEX 11/2/07
closed AEX 11/2/07
closed AEX 11/2/07
closed AEX 11/2/07
closed AEX 11/2/07
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William E. Sanders
Finance Officer

CITY OF MANCHESTER -

Finance Department

February 25, 2008

Committee on Accounts, Enrollment and Revenue Administration
C/0 Ms. Carol Johnson, City Clerk

One City Hall Plaza

Manchester NH 03101

Dear Honorable Committee Members,

At our last committee meeting Alderman Roy requested an overview of the collection process be
sent to each committee member. I have attached ordinance 35.023 COLLECTION OF UNPAID
ACCOUNTS RECEIVABLE for your information.

In addition, Alderman Roy requested the past five years of approved accounts receivable write-
offs. I am forwarding you the detail of these write-offs by quarter as well as a summary page for
your reference.

Please feel free to contact me with any questions or comments

Respectfully submitted,

Sharon Y. Wickens
Assistant Director-Treasury
Enc.

One City Hall Plaza « Manchester, New Hampshire 03101 » (603) 624-6460 » FAX: {603) 624-6549
E-mail: Finance@ManchegterNH.gov + Website; www.manchesternh.gov

T




Manchester, NH Code of Ordinances
(B} No City Official or Clerk shall deposit any city money or funds except in the City Treasury.

(C)  Allbills sent out by any departments for collection shall be paid to the City Treasury. All cash
receipts, including fees for licenses and permits, reimbursements for services or sales made, and receipts from
fines and forfeits, shall be deposited into the City Treasury.”

(Ord. passed 5-6-97)

§ 35.021 DEPOSITS.

(A)  The Finance Officer shall establish deposit procedures for all city departments recetving money
for the city. Such procedures shall include, but shall not be limited to, deposits into City Treasury bank
accounts, transfers to treasury bank accounts, electronically collecting city monies and authorization of the
Finance Officer for the opening of city bank accounts or the usage of the Tax Identification Number (TIN}.

(B)  Allcity departments receiving money for the city from sources outside of the City Treasury shail
pay the full amount of all said monies intact into the City Treasury daily, weekly, or as often as the Finance
Officer shall direct.

(C)  When depositing funds, departments shall use only deposit tickets designated for such purpose
by the Finance Officer. For each individual deposit, the respective department shall input into the financial
system an accurate accounting breakdown for each depository total. Additional detailed information and
substantiation, in whatever paper or electronic form as may be required by the Finance Officer, must then be
forwarded to the Finance Officer for verification and determination that funds have been credited to the
appropriate accounts.

(Ord. passed 5-6-97)

§ 35.022 MAKING PAYMENT FROM TREASURY.

No money shall be paid out of the City Treasury until the Mayor and Aldermen have taken the necessary
action to authorize the payment, either by voting an appropriation covering general expenditures to which the
payment may be legally charged or by special order directing the Finance Officer to draw a treasury warrant for
such payment and specifying to which appropriation the payment shall be charged; except, that any final
judgment of court, city note, bond or interest coupon shall be paid out of any money in the City Treasury
warrant signed by the Finance Officer.

(Ord. passed 5-6-97)

§ 35.023 COLLECTION OF UNPAID ACCOUNTS RECEIVABLE.
Excepting taxes, assessments, and water utility bills due the city, the Finance Officer shall:

American Legal Publishing Corporation
77
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Manchester, NH Code of Ordinances

(A)  Send or cause to be sent by the Administrative Department, a "second notice" or 30-day
statement including new interest and penalty charges as allowable by law for any unpaid account. Penalty and
interest charges, in compliance with truth-in-lending laws, shall be charged 30 days from the biiling date as
allowed for by law. Proper truth-in-lending disclosures shall be printed on invoice as follows:

"A finance charge of 18%, annual percentage rate, will be added to any amount, on this invoice,
remaining unpaid thirty (30) days after the date of this invoice."

(B)  Sendareport to the departments monthly indicating which accounts are over 60 days overdue.
Departments shall review the report and forward, at their discretion, departmental biflings subject to this section
to the Finance Officer (excepting EPD's sewer usage bills, which are forwarded to the Tax Collector) for
submission to a contracted collection agency for collection. The Finance Officer shall forward such accounts to
a collection agency selected pursuant to the provisions of the Procurement Code, which agency shall resort to
the proper legal methods of collection. Agency costs incurred in the collection of the accounts and any interest
and penalty charges allowable by law shall be included in the amount collected.

(C)  Upon notification from the collection agency that all efforts have been exhausted, for any
amount (customer) balance remaining over $1,000 be forwarded to the City Solicitor's office for further action
in Small Claims Court. City Solicitor shall notify Finance of judgement for proper recording.

(D) Upon notification of bankruptey, agency fees not paid by the customer, accounts over the three
year statute of limitations, or accounts determined to be uncollectibie, by the collection agency that remain
under $999 be immediately placed on the Write Off List. Write offs will be submitted to the Committee on
Accounts quarterly. The Committee on Accounts shall have the discretion to either approve the requested list
or determine on a case-by-case basis if further method of collection/legal action is appropriate for any particular
account.

(E)  Putaccounts submitted for write off, sent to Small Claims Court or by request of any city
department head immediately on a "cash up front" only basis in the accounts receivable module in HTE.
Finance will forward this request to the Building and Citation Departments for their modules as well.

(F) Ensure any account that owes amounts that have been previously written off be atlowed only to
contract for city services only upon payment of all outstanding oid charges excepting bankruptcy proceedings.

(G)  Any department head or Finance Officer may petition the Committee on Accounts for exempt
status of certain accounts or classes of accounts from this section. Waterworks and airport have been granted
special exception to this section.

(Ord. passed 5-6-97; Am. Ord. passed 11-6-02)

§ 35.024 PAYMENT OF TAXES, FEES, AND CHARGES BY CREDIT CARD.

(A} The Finance Officer is hereby authorized to procure and enter into agreements with credit card
companies to enable the city to accept payment of taxes, fees, and other charges by credit card.

(B)  The procedure established for payment by credit card shall conform to the requirements set forth
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Fiscal
Year

2003
2004
2005
2006
2007
2008

1st Quarter

&7 &R 4R 4R LD

5,833.72
1,888.98
7,174.26
5,326.79
5,622.33

2nd Quarter

$ 3,688.19
$ 13,840.67
$ 3,934.02
$ 3,803.39

$
$

1,718.50
1,682.36

ACCOUNTS RECEIVABLE
WRITE OFF SUMMARY

3rd Quarter 4th Quarter

$ 20,122.37
$ 1,823.55 $ 11,405.81
$ 14012368 $  462.50
$ 4,369.20 $ 564.04
$ 1,360.20

Sub Total

$ 23,810.56
$ 32,903.75
$ 20,297.86
$ 15,910.98
$ 9,414.49
$ 8,304.69

*Police Extra Detail accounts are charged against their reserve account,
Reserve Account balance as of 02/25/08 - $84,347 .58

Less Police

Extra Detaiis* Total

$  (1,149.51) § 22561.05
p {1,585.12) $ 31,318.83
$ (10,820.99) § 9,405.87
$ (1,155.48) $§ 14,755,550
$ {1,009.51) § 8,404.98
$ (532766) $ 2977.03
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City of Manchester _
Office of the Independent City Auditor

One City Hall Plaza, West Wing
Manchester, New Hampshire 03101
Phone: (603) 624-6523

Fax: (603) 624-6528

Fanuary 24, 2008

Committee on Accounts, Enrollment and Revenue Administration

C/o Ms. Carol Johnson

City Clerk

One City Hall Plaza

Manchester, NH 03101

Dear Honorable Committee Members,

Status of current audit projects

VISTA Program Fraud Audit

Attached you will find my report of fraud that occurred in the VISTA program. The report
outlines a severe breakdown in internal controls and deficiencies in the control environment. The

report contains five observations and sixteen recommendations to sirengthen controls in the City
to reduce the risk that this type of fraud will recccur.

EPD Audit

This andit is complete and the report is waiting on responses from EPD. It is andicipated that it
will be presented at the next COA meeting.

City Purchasing Card Audit

Field work is in process on a review of the City’s new P-Card program. Field work should be
completed by the end of February with a report ready for the March meeting.

Future Audit Projects

Parks and Recreation Department, Audit of the Business Office
Building Maintenance Division, Performance Audit

Respectfully Submitted,

X g By~ | TECETVE]
%{Zvin Né BuémeyAch ' JAN 2 4 9508
ndependent City Auditor :

CITY CLERK'S OFFIGE
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Internal Control Structure Failure Leads to Fraud
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INTERNAL AUDIT REPORT
CITY OF MANCHESTER, NEW HAMPSHIRE
VISTA PROGRAM
INTERNAL CONTROL STRUCTURE FAILURE LEADS TO FRAUD
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November 1, 2007

Committee on Accounts, Enrollment and Revenue Administration
City of Manchester, New Hampshire
Honorable Aldermen: Pinard, Osborne, Devries, Long and Thibault

Dear Honorable Committee Members:

On October 2, 2007 this office recetved a call from the Finance Department. They had found some
payroll checks that appear to have been questionably endorsed. An initial investigation determined
that the issued checks were most likely taken by the VISTA Grants Coordinator and fraudulently
endorsed. The criminal investigation was turned over to the Manchester Police Department and 1
started a fraud audit to determine the extent and causes of the fraudulent activity. What followed
turned out to be a text book study of how a complete breakdown in the internal control structure
can lead to fraudulent activity within the City of Manchester government.

It was quickly determined that the suspected fraudulent activity was limited to the VISTA program
from the beginning of the current year’s federal grant on October 1, 2006 through October 5, 2007.
It was noted that the Grants Coordinator also collected donations for the Senior Center construction
project for a short period of time. Due to this testing was extended to collection and deposit of
Senior Center donations from fiscal year 2003 through July of 2006.

The audit procedures involved:

e An examination of every VISTA volunteer payroll check and every account payable check
issued during the audit period.

¢ Every accounts payable invoice was examined and attempts were made to determine if they
were valid payables.

¢ A sample of mileage reimbursements were tested to determine if the travel actually took
place.

s A reconciliation of Senior Center receipts was examined.




Coenclusion

My audit has determined that a complete breakdown in the internal control structure in place at the
office of the VISTA Coordinator took place and appears to have allowed fraudulent activity to take
place unchecked. Testing revealed the following:

s Fifty-one VISTA issued payroll checks appear to have been fraudulently endorsed.

e Four VISTA volunteer reimbursement checks appear to have been stolen and fraudulently
endorsed.

e Six invoices for conferences and supplies appear to be have been reimbursed based on
forged documents.

e The VISTA Coordinator was reimbursed for 12,605 miles of travel even though he had no
license or registered vehicle. A check of many of the destinations he collected mileage
reimbursement for were contacted. T could find no evidence he was ever at those locations.

e The total amount of questioned costs associated with the suspected fraudulent activity and
unallowable expenditures charged to the grant amounted to $22,824.

¢ In several instances there is evidence indicating that the few controls in place over the
program detected the fraudulent activity but the controls were over ridden by management.

The draft audit report was sent to The Manchester Police Department, The Planning Department,
the Finance Department, the Health Department, the Human Resources Department and the Office
of the Mayor for review and comment. Additionally copies were sent to the Corporation for
Community and National Service (CNCS) State Program Specialist and the CNCS Office of
Inspector General. The findings, recommendations and responses by government officials are
presented in the report that follows. We appreciate the courtesy and cooperation of the staff and
administration of all the depariments involved in this investigation. Special mention must be made
to Dawna Rooks from Human Resources, Kim Leblanc from Finance and Sharon Wickens from
Finance for discovering the fraud and bringing it to my attention. I would also like to commend the
Manchester Police Department for their quick response and invaluable help during my
investigation.

Respectfully Submitted,

Kevin Buckley, CPA
Internal Audit Manager
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INTRODUCTION

AUDIT BACKGROUND

On October 2, 2007 I received a phone call from the Financial Analyst in the Finance Department,
concerning problems with missing checks. Human resources received a phone-call from a volunteer
who works for the VISTA/Americorps program claiming she was missing a couple of pay checks.
VISTA is a federal program administered by the City. The VISTA volunteers are federal
- employees who are paid a weekly stipend by the City through the payroll system. Checks are cut
weekly based on approved time sheets. The checks are received in the Planning Department by the
VISTA Coordinator. The VISTA Coordinator then passes the checks or pay remittances to the
volunteers. The Financial Analyst was asked to look up the last 5 checks issued to the volunteer
and give her a copy. Payroll checks are processed by Citizens Bank and transferred to electronic
media. The paper check is then destroyed and Finance receives a CD of the monthly cashed checks.

When the checks were printed it was noticed that two of the five checks were endorsed with what
appears to be the volunteer’s signature and “for deposit to the account of Dennis Hebert” written
under it. Dennis Hebert was the Grants Coordinator.

A meeting was arraigned with the volunteer to discuss this matter. The volunteer claimed that she
had never seen either of the checks and it was not her signature on the back. The first check was
from a week when the volunteer received two checks. When asked why she received two checks in
one pay period she explained that the second check was for a week of training required prior to
starting with the program. She claimed that due to a clerical error the members were not paid at the
time of the training. The volunteer then fold me that after her one year commitment was up she was
not asked back. Her last day was on August 24, 2007. Her last check therefore should have been
dated Aungust 30, 2007. The last check issued was dated September 6, 2007. This would indicate
that the check was 1ssued for a week when she no longer was employed by VISTA.

Finance employees also advised that the VISTA Coordinator had tried to put through odd
reimbursement request such as undocumented reimbursement for cash advances he claimed had
given to VISTA members and reimbursement for a conference using a questionable invoice.

At this point it became clear that a fraud most likely had taken place and the matter was turned
over to the Manchester Police Department for criminal investigation. [ then started a fraud audit of
the VISTA program.

My audit was conducted in accordance with standards applicable to financial and compliance
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.
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AUDIT SCOPE AND OBJECTIVES

Based on the preliminary investigation it was determined that the entire VISTA program would
have to be audited from October of 2006 when the Volunteers were first paid by the City of
Manchester until October 5, 2007 when the VISTA Coordinator was relieved of his duties. 100%
of the VISTA payroll checks would be examined and 100% of the accounts payable invoices
would be audited. It was also discovered that the VISTA Coordinator had collected and deposited
donations for the construction of the Senior Center. This made it necessary to frace the amounts
from the reconciliation at June 16, 2006 to the underlying financial records.

BACKGROUND OF AUDITEES

The Americorps/VISTA program helps impoverished individuals and communities attain self
sufficiency. Members serve full-time for a year with non-profit groups, public agencies and faith-
based organizations working to fight illiteracy, improve health services, create and expand
businesses, increasing housing opportunities and bridge the digital divide. Members working out of
the Manchester program serve full-time for a 12 month period. Upon successful completion of their
service, members receive either an education award of $4,725 to pay for college, graduate school
or to pay back student loans. Metnbers may instead choose to receive a $1,200 cash stipend in hieu
of the education award.

During their service, members receive health insurance, training, and student loan deferment.
Members also receive a modest living allowance of $209.16 per week and $255.22 per week for
VISTA Leaders.

Americorps is administered by the Corporation for National and Community Service (CNCS). The
City of Manchester administers the local program in the City for CNCS and pays the members the
living allowance and stipend. CNCS reimburses the City for member payments as well as the
salary, benefits and most expenses directly related to administering the program. All other member
benefits are paid directly by CNCS.

At the beginning of the program the City only paid the salary and benefits of the Grants
Coordinator. Beginning in October of 2006 the City took over the direct payments to the members.
The program is administered by the Grants Coordinator who is the sole City employee of the
program. The program which formerly was an office of the Planning. Departinent became a
program of the Office of the Mayor in October of 2006 when the City took over the direct payment
of member’s living allowance and stipends. During the audit period the VISTA program was still
physically jocated in the Planning Department even though it reported to the Office of the Mayor.



FINDINGS AND RECOMMENDATIONS

A GENERAL DISCUSSION OF FRAUD

In order to understand how and why this instance of fraudulent activity occurred it is important to
understand the nature of fraud and the people who commit them. Most people who commit fraud
are not career criminals. The vast majority are trusted employees with no criminal history who
consider themselves basically honest people.

Dr. Donald Cressey, a criminologist, developed a model that helps explain why otherwise honest
employees will commit fraud. According to Cressey there are three factors that must be present for
an ordinary person to commit fraud. The three factors are commonly referred to as the fraud
triangle and all three must be present at the same time in order for this kind of fraud to occur. The
three factors are:

e Pressure
e  Opportunity
# Rationalization

Pressure

The first leg of the fraud triangle is that the employee must have a perceived non-sharable financial
need. The employee must view the problem as non-sharable. The problem would be viewed as so
embarrassing that they would feel ashamed to seek the help of others. Common problems include
but are not limited to:

¢ Inability to pay one’s bills
e Drug, alcohol or gambling problems
« Desire for status symbols

Opportunity

The person must see some way they can use (abuse) their position of trust to solve their financial
problem with a low perceived risk of getting caught.

' Understanding Why Employees Commit Fraud, Association of Certified Fraud Examiners
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Rationzalization

The vast majority of fraudsters are first-time offenders with no criminal past. Because they see
themselves as basically honest people they must have some kind of rationalization to justify their
actions. Common rationalizations include: ’

I was only borrowing the money

I was entitled to the money

I had to steal to provide for my family -

e ] was under paid

e My employer is dishonest and deserves to be fleeced

The report that follows will show that all three factors were present and that they were know by
City employees during the entire audit period. The many red flags that were present failed to
trigger anyone to recognize that a fraud was being committed.

FRAUD PREVENTION PROGAMS *

In order to prevent fraud the three factors of the fraud triangle must be addressed. W hile there are
some things an entity can do to address Pressure and Rationalization the one factor that is truly
under our control is opportunity. If the perception that there is opportunity to fraud the City is
removed the instances of fraud will decrease. It needs to be stressed to all employees that
preventing fraud is a high priority.

in order to prevent fraud an entity must foster a culture of honesty and high ethics. Most important
to this is setting the tone at the top. Employees must see that top management takes internal control
seriously. Efforts by top management to skirt controls in order to streamline processes send a
message that controls are not important. This is most important for offices that are not centrally
located.

An entity must constantly be evaluating its existing antifrand processes and controls., Changing
technologies may render controls useless and management should be actively involved with the
design and implementation of internal controls. Management should also monitor compliance with
the internal controls already in place. '

An entity must also develop an appropriate oversight process to include regular audits from an
independent audit firm and the use of an effective internal audit function.

The Achilles Heel of any internal control system is management over ride of internal controls. This
audit will show how management’s over ride of existing controls and a poor internal control
structure in the VISTA program led to fraud and allowed it to continue.

2 FRAUD: What You Don’t Know Will Hurt You!, Frank Crawford, Crawford & Associates
PC and Dave Cotton, Cotton & Company LLP
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INTERNAL CONTROL STRUCTURE OVER THE VISTA PROGRAM

On March 10, 2003 the City hired a Grants Coordinator whose job it was to research and find State
and Federal grants for various City programs. This position was in the Planning Department and
reported to the Director of Planning. The position’s direct supervisor was the Planner IV who is
also in charge of the CIP program. According to interviews of City employees and the federal
VISTA State Program Specialist it appears that the Grants Coordinator was unhappy working for
the Planning Department and wanted his to job report elsewhere. The management of the Planning
Department did not find the Grants Coordinator a good fit for the department and “weren’t sad to
see him go” when he finally was reassigned.

The Grants Coordinator was put in charge of the VISTA program which initially only used City
funds to pay for part of the salary and benefits of the Grants Coordinator. VISTA member checks
were paid directly by the Corporation for National and Community Services (CNCS). The Grants
Coordinator stopped functioning in the role he was hired for and spent most of his time managing
the VISTA Program vet his job description or position was not changed or pay adjusted for his new
position. According to various City employees the Grants Coordinator had been complaining that
he was not being paid enough and thought the City was not providing enough benefits such as
parking at City Hall.

Sometime around January of 2006 the Grants Coordinator approached the Mayor’s Office about
being moved out of the Planning Department. As early as March of 2006 the Grants Coordinator
began using the Office of the Mayor in his letterhead. The Planning Department and Mayor’s
Office both indicated that they were aware of this. The Planning Department reported that they felt
that they were being kept out of the loop on this action as they had no discussion with the Mayor’s
Office on moving the Grants Coordinator to the Mayor’s Office.

During 2006 discussions began with the CNCS to change the VISTA program so that the City
would pay the volunteers directly and then CNCS would reimburse the City. The volunteers would
still be considered federal employees and the City would be acting as an agent of the CNCS. This
change would take place with the acceptance of the new 2007 federal grant that started September
30, 2006, one day before the start of the federal fiscal year.

Originally the Grants Coordinator’s pay was charged to the Planning Department and then
transferred to the projects he was working on via work orders. When he took over the VISTA
program his pay was charged exclusively to the grant.

At the September 5, 2006 meeting of the Board of Mayor and Aldermen (BMA) the CIP was
amended to include the 2007 VISTA Grant with funds in the amount of $627,081 appropriated.
The new program budget was set up under the administration of the Mayor’s Office. The Mayor’s
Office did not feel that this action transferred the Grants Coordinator to the Mayor’s Office only
the budget. As of September 5, 2006 the Planning Department no longer considered the Grants
Coordinator their employee and stopped signing off on any payroll or accounts payable associated
with the VISTA program. These duties were transferred to the Mayor’s Office.
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In December of 2006 The Grants Coordinator brought in managers from CNCS to a meeting with
the Mayor. The CNCS managers thought due to the perceived hostile work environment at the
Planning Department it would be better to physically move the program out of Planning and into
another Office. According to the CNCS Office they would have preferred to see him in the
Manchester E¢onomic Development Office however, they thought that the Mayor’s Office would
also be an appropriate place to move the program as other cities had the programs attached to the
Mayor’s Office.

In the Mayors 2007 Budget Address speech on March 27, 2007 he presented the idea of moving the
VISTA program to the Mayor’s Office. Upon passage of the budget the Mayor’s Office considered
the Grants Coordinator attached to the Mayor’s Office on July 1, 2007 but not an employee per se.

During the months between October of 2006 and June 2007 neither the Mayor’s Office nor the
Planning Department considered the Grants Coordinator their employee and he essentially acted as
a department of one in some regards.

VISTA payroll was controlled almost completely by the Grants Coordinator. He recruited,
interviewed, hired and determined start and end dates for VISTA members. He also collected and
approved their time cards, approved the payroll and collected the paychecks and pay remittances
for disbursement to the members.

The Grants Coordinator also determined his own purchases, collected the invoices and sent them to
the Finance Department for processing. It was not required that his invoices be approved by
management prior to submittal.

The only controls in place were those at the level of the Human Resources Department and the
Finance Department. The Grants Coordinator had no access to HTE so he relied of Human
Resources to set up VISTA members in the payroll system and make changes to the payroll. He
also had to have the Finance Department enter his inveices into the accounts payable module. He
was the one to reconcile the accounts and keep track of his own budget. The Mayor’s Office would
approve his A900 payables report giving the approval to release the checks for payment.

The Grants Coordinator also prepared financial reports and drew down funds from the federal
grants management system then reconciled the account. The CNCS had been actively trying to get
the City to find someone else to drawdown federal funds as they thought he had too much control
over the process. The Planning Department refused to drawdown funds for an employee they did
not consider part of their department and the Finance Department did not have access to the Grants
Management System and felt that it would be an internal control conflict of interest to start doing
the drawdown of federal funds.

I was also informed by Planning Department personnel that the Grants Coordinator used to have a

printer next to his office. Because he was constantly printing out racing forms the Printer was
removed.
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It appears that the three legs of the fraud triangle were present. The Grants Coordinator may have
had a perceived non-sharable financial need, (gambling), a rationalization (low pay and lack of
perks) and a control structure where he was given ample opportunity to commit fraud.

OBSERVATION 1: THE INTERNAL CONTROL ENVIRONMENT GOVERNING THE
VISTA PROGRAM WAS INADEQUATE

The US Government Accountability Office issues standards for intemal control in the federal
government. According to the first internal control standard, which relates to control environment,
management and employees should establisk and maintain an environment throughout the
orgamization that sets a positive and supportive attitude toward internal control and conscientious
management.

The standard then lists several key factors that affect the accomplishment of this goal. It appears
that the City has violated the following factors.

1. An Ethical tone has been established at the top of the organization and has been
communicated throughout the organization.

Top management in the City occasionally chooses to ignore policies or procedures when they
become inconvenient. Recently when this office rewrote the City travel and entertainment policies
several departments complained that certain procedures would be too time consuming or that their
department should be exempted from a certain policy. On occasion the Board of Mayor and
Aldermen grants exceptions from certain policies. This sends a message to all employees that
policies can be changed or ignored.

2, Appropriate disciplinary action is taken in response to departures from approved
policies and procedures or violations of the code of conduct.

The City has a policy that invoices will be paid only if the original invoice 1s sent to the Finance
Department for payment. Reimbursement to employees should also be limited to situations where it
is not possible to go through the normal purchasing procedures. Emplovees seeking reimbursement
should also provide proof that they actually paid the vendor by showing an original receipt if paid
by cash or a copy of the credit card statement if paid by credit card. The Grants Coordinator
established a pattern of providing inadequate documentation for reimbursement. Each time he
would be told the proper way to do it in the future but would never follow through. He never had to
provide proof of payment and most invoices did not appear to be the original. Several times he was
reimbursed for expenditures that could have easily gone through the normal accounts payable
procedures.

3. Management appropriately addresses intervention or overriding internal control.

There is no policy of when management can over ride an internal control and how to document the
over ride. As noted in the above comments the Grants Manager would provide inadequate
documentation when seeking reimbursement. The accounts payable person in the Finance
Department rejected some payments due to the lack of documentation or questionable



documentation. Initially she was over ridden by the acting Finance Officer and processed the claim.
After the first couple of times the acting Finance Officer refused to put them through and the
reimbursement was allowed by the Office of the Mayor. In all of the cases where this happened the
mnvoices were forged.

4, Key areas of authority and responsibility are defined and communicated throughout the
organization.

From October of 2006 through June of 2007 the VISTA program and the Grants Coordinator
position were considered part of the Mayor’s Office or part of the Planning Department depending
on who you talked to. The Grants Coordinator considered himself part of the Mayor’s Office as
early as March of 2006. Even though it was known by employees in Planning Department that he
was using the Office of the Mayor on his Ietter head no one attempted to correct him. For the entire
audit period it appears that the Grants Coordinator was left on his own to act as a separate entity
from any department.

5. Appropriate and clear internal reporting relationships have been established

As noted above it was not clear to whom the Grants Coordinator reported. At times he would claim
authority he did not have and acted as if he did not have to report to anyone.

6. Employees are provided a proper amount of supervision.

The Grants Coordinator was for all practical purposes unsupervised during the entire audit period.
Even when he was officially a part of the Mayor’s Office he was still physically located in the
Planning Department. Several of the problems may have been noticed if he had to report to a
supervisor that had knowledge of his daily activities.

RECOMMENDATION:

An effective system of internal controls starts with an effective control environment. Management
and employees should establish and maintain an environment throughout the organization that sets
a positive supportive attitude toward internal control and conscientious management. To this end
the following is recommended:

e BEvery department should be required to do an internal control self assessment on an annual
basis. The GAO uses an Internal Control Management and Evaluation Tool towards this
end. Other communities have adopted similar tools for use in their communities.

e Management needs to take internal control seriously and convey to employees that
exceptions to established policy and procedures are only for himited, necessary and well
documented reasons.

e Every Department should have its own set of written policies and procedures that
incorporate general policy and procedures of the City into those procedures that are unique
to the department. The procedures manual should be detailed enough so that in the event
that key emplovees suddenly leave employment a new person can step in and handle the
normal tasks associated with the position. '
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e Appropriate disciplinary action should be taken when policies and procedures are violated.
In this case the first time the Grants Coordinator did not supply appropriate documentation
it should have been made clear that no further reimbursements would be made without the
proper documentation and then rejected all further claims. When an employee is
misrepresenting himself to the public immediate action should be taken to correct the
behavior.

e Over riding an established internal control should be done only in emergency situations and
then only if properly documented and approved by supervisory personnel. In the case of the
Office of the Mayor the over ride should be presented to the BMA.

e TFor ten months the Grants Coordinator was allowed to operate without clear lines of
authority or supervision. When a position or program is moved from one office to another a
written memorandum of understanding should be signed by both offices clearly defining the
roles each office is assuming and the dates on which the changes will take effect.

e When behavior of an employee is affecting the department it is not appropriate to send the
employee to a different department. This situation should have been handled in the
Planning Department using the tools available through the Human Resources Department.
Every year the Human Resources Department offers course on handling difficult employees
and conflict resolution. These should be a requirement of all managerial employees.

s The City should establish a fraud, waste and abuse hotline. Reporting hotlines are a very
effective means of uncovering occupational fraud. The 2006 Association of Certified Fraud
Examiners report to the nation shows that 34.2% of occupational fraud schemes were
uncovered by tips, the most common method of discovery. And, of those tips, nearly two
out of three came from employees.

OBSERVATION 2: LACK OF SEGREGATION OF DUTIES
PAYROLL

The Grants Coordinator was allowed to do functions and procedures that were clearly
incompatible. Following is a list of duties he was performing for most of the audit period.

The Grants Coordinator was in charge of advertising, accepting applications, interviewing and
hiring VISTA members. When a new volunteer was hired he would have them fill out the
necessary forms, collect them and send them to the Human Resources Department.

The form used to set up an employee in the Payroll System is the Employee Information Sheet
(EIS). This form is used any time an employee’s status is changed. The form has spaces for
approval sign off by the initiating officer, department head, HR director, and the Mayor. Each one
of these sign offs have an important internal control purpose. In most cases one person in the otfice
is assigned the duties of payroll officer. This person prepares the EIS form and sends it to the
department head for approval. This acts as a control so that the same person who initiates a
transaction does not also approve the transaction (segregation of duties). The Grants Coordinator
performed both of these functions thereby allowing him to change beginning and ending dates for
employees without being detected. This allowed him have checks printed for weeks the employee
did not work and so would not miss the check.



He also collected the time sheets and notified HR of any changes to payroll. He also received the
checks and disbursed them to emplovees. A weekly payroll proof is sent to each department and
approved by the department head so that HR can release the checks. Because he was considered a
one person department he would not send back the signed payroll proof and the checks would be
released. These functions are all designed so that one employee does not have the ability to have a
check cut and then take it. If another employee received the checks and passed them out they
would notice that VISTA members were not picking up ali their checks.

ACCOUNTS PAYABLE ,

The Grants Coordinator was in a position that he would be able to order supplies and services,
receive the invoice, approve the invoice and receive the goods or service and match to the paid
invoice. This allowed him to create fake invoices and send them fo the Finance Department for
- processing. The only real check was that the A900 proof was sent to the Mayor’s Office for
approval prior to the checks being released. Because the Grants Coordinator was in a separate
building the Mayor’s Office had no way of knowing that no goods or services were being received
for these invoices.

FEDERAL DRAWDOWN

The Grants Coordinator handled the entire federal drawdown procedure. He prepared the
drawdown documents and reports from the accounting records and transactions that he had
complete controf over as noted above. He would then sign on to the federal drawdown software
program and initiate the drawdown. He also reconciled the drawdown to the accounting records.
The segregation of duties problem was so severe that the federal VISTA State Program Specialist
had been trying to get the City to have someone else do the drawdown.

RECOMMENDATION:

A proper system of internal controls segregate duties so that one person does not have the ability to
initiate a transaction, approve the transaction, receive the goods or services and reconcile the books
to original documents.

The smaller the department the harder it is to properly segregate duties. It makes it very difficult to
approve transactions of an employee who 1s not physically Jocated in the same office. When at all
possible these very small offices should be combined with other offices to make segregation of
duties possible within the same office.



RESULTS OF VISTA PAYROLL TESTING

From the period October 3, 2006 through October 5, 2007, the VISTA program had between
seventeen to twenty-three members receiving a living stipend from the City of Manchester. A
majority of members had their stipend paid through direct deposit. Every week five to seven
employees would receive a paper check, Whenever an employee would start they would be given a
paper check for the first week. From an examination of all 378 checks issued during that time
period the audit revealed fifty-one checks that were endorsed “pay to the order of Dennis Hebert”.
Mr. Hebert was the Grants Coordinator in charge of the VISTA program. It has been determined
that these checks are most likely frandulently endorsed.

OBSERVATION 3: SUSPECTED PAYROLL FRAUD

An examination of the checks and interviews with VISTA members has determined that the Grants
Coordinator used the following methods in order to obtain the checks and avoid detection.

All VISTA members must under go a week of Pre-Service Orientation (PSO) training prior to
starting their job assignments. This training is non-paid except for travel expenses reimbursed
directly from the Corporation for National & Community Service (CNCS).

On July 30, 2007 the Grants Coordinator sent an E-mail to the HR department informing them that
he had heard from CNCS that several members had not received payment for PSO training and
could they please cut paper checks so he could distribute them to the members, It appears that all of
these checks were fraudulently endorsed. Never was confirmation of the PSO training received
from the CNCS directly to the HR Department. In total 16 checks were paid for PSO traiming. Two
of the checks were paid in error to the members the rest appear to have been deposited to the
Grants Coordinator’s account.

1t appears that the Grants Coordinator also set members up in the payroll system a week prior to
actually starting work or had them deleted from the system a week after they stopped working. On
several occasions the HR Department would catch the discrepancy between the dates of the
Employee Information Sheet and the request for payment. The Grants Coordinator would say that
it was his mistake and he didn’t catch the error on the EIS in time. It appears that at least 10 checks
were obtained in this way. It also appears that at times members would not work for a week and the
Grants coordinator would not inform the HR Department and allow a check to be printed.

In all it appears that fifty-one checks were obtained this way with a Gross value of $10,205.26. The
net check amount was for $9,959.04. An additional two checks were cut for PSO training with a
value of § 418.32 and were cashed by the employee in error. One final check was allowed to go
through by the police and was cashed by the member in with a value of $418.32. These were funds
she was not entitled to.

Questioned costs $11,041.90



RECOMMENDATION:

It appears that the niregularities were caused by a breakdown in the internal confrols in both the
VISTA program (see observation 2} and the Human resources Department. The HR department
should have asked for documentation from the CNCS for the PSO training. When the difference
between the EIS date and check date were questioned confirmation from the VISTA member
should have been obtained. The HR Department should revise their payroll procedures-mn order to
require outside confirmation for these kinds of payroll changes. Due to the nature of the internal
control problems at the VISTA program level, it would have been difficult for HR fo detect the
majority of the bad checks.
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ACCOUNT PAYABLE TESTING

During the audit period the VISTA program incurred $15,505.26 of “other project costs™ paid
through accounts payable. 100 % of the invoices and checks were examined to determine if all
payments were proper and allowable under the federal program. The following errors and
fraudulent activities were detected during out testing:

OBSERVATION 4: SUSPECTED FRAUDULENT ACCOUNTS PAYABLE

Fraudulently endorsed checks

Testing revealed four checks that were endorsed “pay to the order of Dennis Hebert”. Dennis
Hebert is the Grants Coordinator in charge of the VISTA program.

The first check was a reimbursement to an employee of the Corporation for National and
Community Service (CNCS). The reimbursement was paid in two checks, one for $24 and one for
$216. The $24 check was cashed by the CNCS employee and the larger check was endorsed “pay
to the order of Dennis Hebert”. Because she had not received full payment from the Grants
Coordinator the bill was never paid. In the following month the vendor contacted the Grants
Coordinator and the invoice was paid a second time to them.

The three other checks were reimbursement requests put in on behalf of VISTA members for
mileage and supplies. They also appear to have been fraudulently endorsed.

Questioned costs $729.83

Lack of proper documentation and unallowable costs

Two invoices are being questioned as unallowable to the federal program.

The Grants Coordinator was billed by the Planning Department $800 for the program’s share of
office expenses such as paper, phone use, printer use, etc. The program has no approved cost
allocation plan with the federal government for these expenses and they may not be allowable
under the grant.

Also charged to the grant is $889.08 for the programs share of the Grants Coordinator’s personal
cell phone. The only documentation provided was the fotal pages for one year’s billing with the
details of phone calls omitted. This should not have been allowed for reimbursement due to
inadequate documentation. Without the detail it is impossible to determine how many calls were
personal and how many related to the program.

Questioned costs $1,689.08




Foreed invoices/ lack of proper documentation

An invoice was paid for program guides and materials used by the volunteers and provided by the
CNCS Resource Center. From looking at the CNCS website it was noted that the order form
provided by the Grants Coordinator was not the official form from the website and that per the real
order form there is no charge for any materials ordered. It would appear that the order form 1s
fraudulent.

Questioned costs | $390.00

An invoice was paid for a workshop put on by the CNCS Boston Region 1, Per the CNCS Atlantic
Area Manager CNCS did not conduct any such workshop on that date or has ever conducted any
such workshop.

Questioned costs $435.00

An invoice was paid for a workshop at Southern NH University on December 16, 2006. The
invoice claims the Grants Coordinator and 4 VISTA volunteers attended the workshop. SNHU had
no record of any workshop on campus on that date and one of the volunteers who was contacted by
phone claimed he checked his date book and was out of town on that date. December 16, 2006 was
a Saturday making it unlikely that a seminar was held then. Another volunteer remembers going to
a workshop of that name in Concord but was not sure of the date.

Questioned costs $750.00

An invoice was paid for a seminar at Dartmouth College. Per the Director of Cultural Events he
could find no evidence that this conference ever took place.

Questioned costs $ 375.60

An invoice was paid for a conference held at the University of NH. Per a representative at the
College of Health and Humnan Services there was no evidence of the conference being held there.

Questioned costs $ 475.00

An invoice was paid for a workshop held at Boston University. Per the International Affairs Office
of Boston University they could find no record of the workshop being heid. They also noted that
the date was the day before commencement when it was highly unlikely that any workshops would
have been held.

Questioned costs $ 575.00
An invoice was paid for the AVRM 2007 National Conference in Burlington Vermont. This was a
two day conference that the Grants Coordinator also charged round trip mileage for both days of

the conference. Per the AVRM website this was an actual conference held in Vermont on that date
but T was unable to get any answer from the organization of the Grant’s Coordinator’s attendance
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or payment for the conference however, the State Program Manager from CNCS talked to people
from her office who attended the Conference and knew the Grants Coordinator but did not see him
at the conference. Because no backup documentation was presented to indicate that he actually
paid or attended the conference the entire bill 1s questioned.

Questioned costs $ 395.00

All invoices noted above looked questionable. Some were print screens of an on-line registration
prior to being sent to the organization. After printing it is possible it was never sent. Some mvoices
were said to have been paid in cash and some by credit card. The Finance Department did not
require any proof such as an official cash receipt or credit card statement to prove that the invoice
was actually paid. The woman in charge of processing accounts payable questioned several of
these invoices for inadequate documentation and was over ruled initially by the acting Finance
Director and later by the Mayor’s Office. Seven invoices were reimbursements to the Grants
Coordinator for items that should have gone through the normal accounts payabie process which
would have enabled payment to be sent directly to the vendor.

RECOMMENDATION:

o The Finance Department should follow long standing City policy and only pay on original
mvoices.

e When conference registration is made via the internet the confirmation of acceptance from
the organization should be required as well as proof of actual attendance, such as a
certificate of attendance. A print screen of the registration is not acceptable documentation

e When reimbursing an employee proof of actual payment such as an official cash receipt or
credit card statement should be obtain prior to reimbursement.

e Whenever possible payment should be made directly from the City to the vendor.
Reimbursement to employees for these types of expenditures should be strongly
discouraged

OBSERVATION 5: SUSPECTED FORGED MILEAGE RETMBURSEMENT
DOCUMENTS

During the audit period the Grants Coordinator submitted nine requests for mileage reimbursement.
One additional mileage reimbursement request was discover from July 19, 2006 that was charged
to the 2006 VISTA grant. Total mileage claimed was for 12,605 miles with a total reimbursed cost
of $5,968.64. During interviews with Planning Department personnel it was revealed that the
Grants Coordinator did not have a valid driver’s license. It was confirmed by the Manchester
Police Department that he had no license during the entire audit period. It was also noted that he
did not have a vehicle registered in his name.

The Grants Coordinator claimed mileage from as far away as Albany NY for a conference. The
majority of his trips were to Concord, NH for various meetings, conferences and workshops. In ail
he claimed 34 trips to the Concord area. Most meetings to Concord were to the Corporation for
National and Community Service (CNCS). [ spoke with the State Program Specialist at CNCS and




she informed me that there was no need for the Grants Coordinator to be traveling this much and
she did not recall seeing him in her office that many times. She did recall that he went to the Tri-
State meeting in Concord but she picked him up and drove him there. On April 5, 2007 the Grants
Coordinator was reimbursed for mileage to the Tri-State meeting i Concord.

He also claimed reimbursement for trips to various college campuses for recruiting and seminars.
Keene State College, Plymouth State College, University of NH and University of Maine officials
were contacted to determine if there was recruiting done at the campuses on the dates noted on the
travel reimbursement form. None of the campuses could find evidence that the Grants Coordinator
conducted recruiting on the campuses on those dates nor were any seminars, conferences or
meetings that would appear to meet the needs of the program offered on those days.

RECOMMENDATION:

The New City of Manchester Business Expense Policy requires that all City emplovees using City
vehicles or personal vehicles must provide evidence to the department head of a valid driver’s
license annuatly. The mileage reimbursement form should be changed to provide a certification
from the department head that the employee has shown such evidence. No reimbursement of
mileage should be allowed with out the signed certification.

Department heads should be required to annually request the driver’s records of all employees who
use a vehicle when conducting City business. All drivers using personal vehicles to conduct city
business should also provide proof of adequate insurance coverage.




CITY OF MANCHESTER VISTA PROGRAM

SUMMARY OF QUESTIONED COSTS BY TYPE OF ERROR FOUND

FRAUDULENTLY ENDORSED PAYROLL CHECKS $ 10,205.26
FRAUDULENT CHECKS CASHED BY MEMBERS §  836.64
FRAUDULENTLY ENDORSED A/P CHECKS $ 705.83
SUSPECTED FORGED INVOICES $ 3,395.00
SUSPECTED FRAUDULENT MILEAGE REIMBURSEMENT  § 5,968.64
DOUBLE PAYMENT 5 24.00
UNALLOWABLE FEDERAL EXPENSE $ 1.689.08
TOTAL QUESTIONED COSTS $22,824.45

SUMMARY OF QUESTIONED COSTS BY PROGRAM

VISTA 2007 GRANT $21,744.93
VISTA 2006 GRANT $ 27381
CDBG 2007 GRANT $ 310.75
MOORE CENTER COST SHARE $  208.11
CITY CASH $ 286.85

TOTAL QUESTIONED COSTS $22.824.45
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City of Manchester

Office of the Mayor
Homn. Frank €. Guinta

December 13, 2007

Mr. Kevin Buckley

Office of the Independent Auditor
One City Hall Plaza

Manchester, NH 03101

Dear Mr. Buckley:

Having extensively reviewed the Internal Audit Report of the VISTA program and the
series of events that lead 1o both fraud and scandal, [ am generally in agreement with the
majority of conclusions that your report has reached. As you and I have discussed
previously, the actions of Mr. Hebert are personally painful to me and I feel betrayed by
his actions which reflect poorly upon the government of the City of Manchester.

[ do however disagree with some of the background information found, within the report
itself. On Page 4 of the document, the narrative states that the VISTA program was
transferred to the Office of the Mayor in October of 2006, the reason of which is found
on Page 7 of the document. This seems to imply that my office had either direct or
indirect oversight of both Mr. Hebert and the VISTA program itself.

As you are aware, | disagree with this assessment for technical reasons. Although the
Roard of Aldermen did administratively assign the VISTA grant to the Office of the
Mayor, it did not assign Mr, Hebert, the VISTA program itself, or any of the functions of
the VISTA program. [ contend that since Mr. Hebert remained an employee of the

~ Planning Department until at least July 1, 2007, the VISTA program remained within that

Department.

If the Board had taken action in 2006 to assign Mr. Hebert and/or the VISTA program to
the Office of the Mayor, we would have worked with the Finance Department to ensure
that the VISTA program and budget were properly managed. Regretfully, these actions
did not occur, allowing Mr. Hebert the opportunity to commit grievous fraud upon the
people of Manchester.
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Withstanding my concerns detailed above, 1 am confident that this report and its
recommendations will begin the process of restoring the public trust and preventing
future such incidents. You have the full support of the Office of the Mayor in whatever

actions you believe need to be taken,

A OMict=—

Frank C. Guinta
Mayor



City oF MANCHESTER

Planning and Community Development

_ fanning
Robert 5. MacKenzie, AICP Community Improvement Program Planning Board
Directar Growth Management Heritage Cofnimision
) Miliyard Design Review Commitiee
Memo to: Committee on Accounts, Furoliment & Revenue Administration
From: Robert S MacKenzie \{)9?
Director of Planning & Community Development
Date: Drecember 19, 2007
Subject: Comments on VISTA Fraud Audit

In general, T think that the Internal Auditor completed a thorough and detailed audit on the VISTA
fraud investigation. Iwould, however, offer the following comments on specific portions of the

report.

The report indicated that the Planning Department should have handled the “difficult” employee and
not send the employee to another department. Generally, however, the individual’s performance in
many areas was positive during most of his tenure at the department, The individual was a good
writer, found websites to search for grants and was responsive and helpful on requests by our staff
and Aldermen for help on certain projects. Only in certain arcas such as attendance had there been
issues and his supervisor kept close scrutiny of those areas, but there were no fraudulent payroll or
reimbursement issues prior to September 5, 2006 - the date the individual was transferred out of our
office. Only in the last few months under supervision of our department did I lose faith in the
individua! due to his meetings with the State and with the Mayor’s Office with the intent to separate
from our office, which I felt was political maneuvering for his own purposes. This occurred,
however, after the decision had apparently been made to have the individual transferred out of our

office.

I would be happy to answer any questions that the Committee may have.

One City Hall Plaza, Manchester, New Hampshire 03701
Phone: (603) 624-6450 Fax: (803)624-6828 -,
E-mail: planning@ManchesterNH. gov Fa




City of Manchester
Department of Finance

One Clly Hall Plaza

Manchester, New Hampshire 03101
(603} 624-8480

(603} 624-8549 Fax

MEMORANDUM

Date: December 28, 2007
To: All Department Heads
From: Kristy Blanchette

RE: Accounts Payable Procedures

This email serves to document the following procedures for processing accounts payable invoices by
the Finance Department:

« Department heads must provide an approved list of employee(s) that have
Department Head authorization to approve A90Cs and invoices needs fo be sent o
Finance by January 10, 2008. We would expect this list to be limited to Deputies and

Department Business Services Officials.

e Finance will only pay from original invoices. If a copy is presented to Finance it must
be signed by the department head or approved designee.

e All employee reimbursements must be approved by the department head before
being sent to Finance and original receipts must be attached.

e Checks will not be mailed until all approved invoices associated with the check are
received.

¢ Department Heads should strongly encourage employees to utilize the City's P-Card
for seminars and travel costs in order to minimize reimbursement fo empioyees.

Meals must be supported by a detaited original receipt.

If you have any questions piease do not hesitate contact Kristy Blanchette, Guy Beloin or Bill
Sanders.

Cc: Bill Sanders
Guy Beloin
Kevin Buckley
Department Business Services Officials o= i
Bely

G
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Normand, Matthew

Subject: FW: VISTA Audit W ﬁ m%;

From: Lopilato, Janice

Sent: Tuesday, February 05, 2008 3:25 PM
To: 'Buckiey, Kevin'

Subject: RE: VISTA Audit

There wasn't anyone in particuiar. { know Shireen had talked with someone from finance when she was in
Dennis's office helping him with the renewal grant. But she doesn't remember the person’s name. And, when |
was putling together the grant and mentioned it amongst a number of paople from finance, no ong wanted
anything to do with it or Dennis. They said they would train Dennis to do it. That’s all | have, sorry.

Hang in there!

Janice

Janice Loplisto, State Program Specialist
Corporation for National & Community Services
55 Pleasant 5t., JC Cleveland Federal Bidg.
Concord, NH 03301

PH (603) 225-1451
FAX {603) 225-1459

flopilato@ens.gov

Your World: Your Chance to Make it Better
Fing oul how! hiin/Awww americorps.org

From: Buckley, Kevin [mailto:KBUCKLEY@manchesternh.gov]
Sent: Tuesday, February 05, 2008 8:59 AM

To: Lopilato, Janice

Subject: VISTA Audit

Hi Janice,

How have you been? | presented the VISTA audit report fo the Committee on Accounts last night and one of the
Aldermen was asking me who vour office spake o with your concerns about Dennis doing the federal draw
downs. As | remember it they taiked to the Finance Department and possibly the Planning Department. Do you
have any records that show who in your office spoke fo who in the city concerning the drawn down of federal
funds? We are having another meeting dedicated to the report sometime in the future. 'm getting the feeling that
it will be sooner rather then later. Thanks for any heip you can give me on this and thank you for all the assistance
your office gave me during the audit.

Kevin

N
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