








M-E-M-0O-R-A-N-D-U-M

TO : Levon Henry, Chief Legal Counsel
OFFICE OF LEGISLATIVE COUNSEL

FROM m
Eliz\ahet»l{Begay/CIA, CFE

Auditor Genera
OFFICE OF THE AUDITOR GENERAL

DATE :  March 23, 2016

SUBJECT : Request for Legislation - Ramah Navajo Utility Authority

We request your office to prepare the legislation “An Action relating to
Resources and Finance; Accepting the Special Review of the Ramah Navajo
Utility Authority Cash Receipts Activities submitted by the Office of the Auditor
General and approving the corrective action plan submitted by Ramah Navajo
Utility Authority.” The legislation sponsor will be Council Delegate Norman M.

Begay.

Attached as ~ <hibit “A” is Audit Report No. 16-02 A Special Review of the
Ramah Navajo Utility Authority Cash Receipts Activities and Exhibit “B” is the
Corrective Action Plan submitted by Ramah Navajo Utility Authority with the
supporting resolution from Ramah Navajo Chapter.

If you have any questions, please contact our office at extension 6303. Thank you.
Attachment

xc:  Norman M. Begay, Sponsor
COUNCIL DELEGATE
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Staff and Operations

A general manager directs and manages Ramah Utility. Two water operators are responsible
for monthly meter readings, water treatment, water sampling, and other water/wastewater
services. The administrative support staff includes both permanent and temporary employees
to assist with general office duties, recordkeeping, financial management ar the
billing/ collection for water services.

In March 2012, Ramah Utility hired a full-time accounting clerk. Accordingly, the Ramah
Navajo Chapter business of e turned over direct management of the billing and collection
activities to Ramah Utility. However, in May 2013, the accounting clerk resigned amid
allegations of missing cash receipts. Since May 113, the business office has resumed
management of the billing and collection activities.

Objectives, Scope, and Methodology
The objectives of this special review include:

o Determine whether all cash receipts for water/wastewater services were fu - deposited
with the bank.

¢ Determine whether payments for water/wastewater services were properly poste to water
user accounts.

The scope for this special review was the 22-month period of March 01, 2012 through December
31, 2013.

In meeting our objectives, we performed the following procedures:

¢ Documented the Ramah Utility cash receipts process and evaluated controls within the
process.

o Compiled deposits from bank statements and cash receip kets for water collections.

* Analyzed deposits, receipts and billing/collection system reports using ACL (data analytic
tool).
Interviewed Ramah Navajo Chapter business office and amah Ut ty staff.
Verified the po of cash receipts for a sample period of 7 months (October 2012 to April
2013). ,

¢ Randomly selected a sample of 21 water accounts to verify the posting pay: nts to
these accounts.

Government Auditing Standards

This audit was conducted in accor nce with government auditing standards. Those standards
require that we plan and perform the audit to afford a reasonable basis for our judgments and
conclusions regarding the program under audit. An audit also includes assessments of
applicable internal controls and compliance with req * 'ments of laws and regulations when
necessary to satisfy the audit objectives. We believe that our audit provides a reasc  ble basis
for our conclusions.
















9. Ramah Utility general manager should ensure all system features are used.
10. Ramah Utility general manager and staff should obtain proper training on the
billing/ collection software to facilitate checks and balances for the system.

CONCLUSION

Within a 22-month period, Ramah Utility generated $324,303 in revenues from water and
wastewater services. Cash receipts for seven months were verified and during this period,
$21,491 cash receipts were not deposited. The loss occurred because controls over cash
collection, recording, depositing and posting were not operating effectively. The following
control deficiencies were noted:

Duties of the former accounting clerk were not properly segregated

Reconciliations performed by the business office were insufficient

Ramah Utility does not have written cash receipt policies and procedures

Ramah Utility general manager did not monitor the cash receipt activities

Business office did not conduct surprise cash counts

No change in )cks or access codes to safeguard cash receipts

Checks and money orders are not being restrictiv. r endorsed immediately upon receipt
Access to billing system is not protected

Software system features were not fully utilized

Staff does not know how to use the billing software

A former accounting clerk was the primary person who collecte recorded, posted, reconciled
and prepared the receipts for deposit. By performing every step, numerous opportunities were
present for receipt: 1 be stolen or misused, and to conceal such acts by manipulating records or
system data.

Although cash receipts are missing, the former accounting clerk made sure these missing
receipts did not affect the water user accounts. As such, it was unbeknownst to water users that
the cash receipts for some of theil a' ients were not being deposited.
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