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 2. We tested selected recorded non-payroll disbursements to determine if these 

disbursements were properly described and classified in the accounting records, 
were bona fide disbursements of the Commission, and were paid in conformity 
with State laws and regulations; if the acquired goods and/or services were 
procured in accordance with applicable laws and regulations; and if internal 
controls over the tested disbursement transactions were adequate.  We also 
tested selected recorded non-payroll disbursements to determine if these 
disbursements were recorded in the proper fiscal year.  We compared amounts 
recorded in the general ledger and subsidiary ledgers to those in various STARS 
reports to determine if recorded expenditures were in agreement.  We compared 
current year expenditures to those of the prior year to determine the 
reasonableness of amounts paid and recorded by expenditure account.  The 
individual transactions selected for testing were chosen randomly.  We found no 
exceptions as a result of the procedures. 

 
3. We tested selected recorded payroll disbursements to determine if the tested 

payroll transactions were properly described, classified, and distributed in the 
accounting records; persons on the payroll were bona fide employees; payroll 
transactions, including employee payroll deductions, were properly authorized 
and were in accordance with existing legal requirements; and internal controls 
over the tested payroll transactions were adequate.  We tested selected payroll 
vouchers to determine if the vouchers were properly approved and if the gross 
payroll agreed to amounts recorded in the general ledger and in STARS.  We 
also tested payroll transactions for all employees who terminated employment to 
determine if internal controls over these transactions were adequate.  We 
compared amounts recorded in the general ledger and subsidiary ledgers to 
those in various STARS reports to determine if recorded payroll and fringe 
benefit expenditures were in agreement.  We performed other procedures such 
as comparing current year recorded payroll expenditures to those of the prior 
year; comparing the percentage change in recorded personal service 
expenditures to the percentage change in employer contributions; and computing 
the percentage distribution of recorded fringe benefit expenditures by fund 
source and comparing the computed distribution to the actual distribution of 
recorded payroll expenditures by fund source to determine if recorded payroll 
and fringe benefit expenditures were reasonable by expenditure account.  The 
individual transactions selected for testing were chosen randomly.  We found no 
exceptions as a result of the procedures. 

 
 4. We tested selected recorded journal entries and all operating and interagency 

appropriation transfers to determine if these transactions were properly described 
and classified in the accounting records; they agreed with the supporting 
documentation, were adequately documented and explained, were properly 
approved, and were mathematically correct; and the internal controls over these 
transactions were adequate.  The journal entries selected for testing were 
chosen randomly and judgmentally to include large, routine and unusual 
transactions.  We found no exceptions as a result of the procedures. 
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MATERIAL WEAKNESS AND/OR VIOLATION OF STATE LAWS, RULES OR 
REGULATIONS 
 
 
 The procedures agreed to by the agency require that we plan and perform the 

engagement to obtain reasonable assurance about whether noncompliance with the 

requirements of State Laws, Rules, or Regulations occurred and whether internal accounting 

controls over certain transactions were adequate.  Management of the entity is responsible for 

establishing and maintaining internal controls.  A material weakness is a condition in which the 

design or operation of one or more of the specific internal control components does not reduce 

to a relatively low level the risk that errors or irregularities in amounts that would be material in 

relation to the financial statements may occur and not be detected within a timely period by 

employees in the normal course of performing their assigned functions.  Therefore, the 

presence of a material weakness or violation will preclude management from asserting that the 

entity has effective internal controls.  

The condition described in this section has been identified as a material weakness or 

violation of State Laws, Rules, or Regulations. 
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OPERATING LEASES CLOSING PACKAGE 
 
 

The Office of the Comptroller General (OCG) obtains certain generally accepted 

accounting principles (GAAP) data for the State’s financial statements from agency-prepared 

closing packages because the State’s accounting system (STARS) is on a budgetary basis.  

To accurately report the Commission’s and the State’s assets, liabilities, and current year 

operations, the GAAP closing packages must be complete and accurate.  Furthermore, 

Section 1.7 of the Comptroller General’s GAAP Closing Procedures Manual (GAAP Manual) 

states, “Each agency’s executive director and finance director are responsible for 

submitting . . . closing package forms . . . that are: ·Accurate and completed in accordance 

with instructions. ·Complete. ·Timely.” 

The Closing Package Control Checklist (Section 2.0 of the GAAP Manual) requires an 

agency to prepare an Operating Leases Closing Package if it had noncancelable operating 

leases in effect at June 30 that had a combined total liability greater than $200,000 for all 

future years.  During our review of fiscal year 2002 closing packages, we determined the 

Commission had three noncancelable operating leases in effect at June 30, 2002 with a 

combined total liability of approximately $3,630,000.  The Commission entered into a 

temporary lease agreement for rental of office space in July 2001. After renovation 

negotiations and several changes to the original lease, a final agreement was reached and 

was effective in May 2002.  The Commission also entered into two lease agreements for the 

rental of laptop computers during fiscal year 2002.  The terms of the leases were from March 

2002 through January 2004.  Therefore, these leases should have been reported on the fiscal 

year 2002 operating leases closing package. 
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Management stated that it did not prepare the closing package because it did not think 

the building lease was effective until fiscal year 2003 and the computer leases would not have 

had a combined total liability greater than $200,000 for all future years. 

 We recommend that the Commission implement policies and procedures to ensure that 

all required closing packages are completed and contain accurate and complete information in 

accordance with the GAAP Manual instructions. 
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