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SCHEDULE E-2

BOARD OF HEALTH FINANCIAL CONTROLS

Financial controls support the integrity of the Board of Health’s financial statements,
support the safeguarding of assets, and assist with the prevention and/or detection of
significant errors including fraud. Effective financial controls provide reasonable
assurance that financial transactions will include the following attributes:

Completeness — all financial records are captured and included in the Board of
Health'’s financial reports;

Accuracy — the correct amounts are posted in the correct accounts;

Authorization — the correct levels of authority (i.e., delegation of authority) are in
place to approve payments and corrections including data entry and computer
access;

Validity — invoices received and paid are for work performed or products received
and the transactions properly recorded;

Existence — assets and liabilities and adequate documentation exists to support the
item; '

Error Handling — errors are identified and corrected by appropriate individuals;
Segregation of Duties — certain functions are kept separate to support the integrity
of transactions and the financial statements; and,

Presentation and Disclosure — timely preparation of financial reports in line with the
approved accounting method (e.g., Generally Accepted Accounting Principles
(GAAP)).

The Board of Health is required to adhere to the principles of financial controls, as
detailed above. The Board of Health is required to have financial controls in place to
meet the following objectives:

1.

Controls are in place to ensure that financial information is accurately and
completely collected, recorded, and reported.

Examples of potential controls to support this objective include, but are not limited to:

» Documented policies and procedures to provide a sense of the organization’s
direction and address its objectives.

¢ Define approval limits to authorize appropriate individuals to perform appropriate
activities.

e Segregation of duties (e.g., ensure the same person is not responsible for

ordering, recording, and paying for purchases).

An authorized chart of accounts.

All accounts reconciled on a regular and timely basis.

Access to accounts is appropriately restricted.

Regular comparison of budgeted versus actual dollar spending and variance

analysis. '

Exception reports and the timeliness to clear transactions.

¢ Electronic system controls, such as access authorization, valid date range test,
dollar value limits, and batch totals, are in place.to ensure data integrity.
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o Use of a capital asset ledger.

o Delegate appropriate staff with authority to approve journal entries and credits.

» Trial balances including all asset accounts that are prepared and reviewed by
supervisors on a monthly basis.

2. Controls are in place to ensure that revenue receipts are collected and
recorded on a timely basis.

Examples of potential controls to support this objective include, but are not limited to:

» Independent review of an aging accounts receivable report to ensure timely
clearance of accounts receivable balances.

o Separate accounts receivable function from the cash receipts function.

s Accounts receivable sub-ledger is reconciled to the general ledger control
account on a regular and timely basis.

¢ Original source documents are maintained and secured to support all receipts
and expenditures.

3. Controls are in place to ensure that goods and services procurement, payroll
and employee expenses are processed correctly and in accordance with
applicable policies and directives.

Examples of potential controls to support this objective include, but are not limited to:

* Policies are implemented to govern procurement of goods and services and
expense reimbursement for employees and board members.

o Use appropriate procurement method to acquire goods and services in
accordance with applicable policies and directives.

s Segregation of duties is used fo apply the three (3) way matching process (i.e.,

matching 1) purchase orders, with 2) packing slips, and with 3) invoices).

Separate roles for setting up a vendor, approving payment, and receiving goods.

Separate roles for approving purchases and approving payment for purchases.

Processes in place to take advantage of offered discounts.

Monitoring of breaking down large dollar purchases into smaller invoices in an

attempt to bypass approval limits.

e Accounts payable sub-ledger is reconciled to the general ledger control account
on a regular and timely basis.

» Employee and Board member expenses are approved by appropriate individuals
for reimbursement and are supported by itemized receipts.

¢ Original source documents are maintained and secured to support all receipts
and expenditures.

» Regular monitoring to ensure compliance with applicable directives.

¢ Establish controls to prevent and detect duplicate payments.

+ Policies are in place to govern the issue and use of credit cards, such as
corporate, purchasing or travel cards, to employees and board members.

o All credit card expenses are supported by original receipts, reviewed and
approved by appropriate individuals in a timely manner.

s Separate payroll preparation, disbursement and distribution functions.
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4, Controls are in place in the fund disbursement process to prevent and detect
errors, omissions or fraud.

Examples of potential controls include, but are not limited to:

s Policy in place to define dollar limit for paying cash versus cheque.

s Cheques are sequentially numbered and access is restricted to those with
authorization to issue payments.

+ All cancelled or void cheques are accounted for along with explanation for
cancellation.

s Process is in place for accruing liabilities.

¢ Stale-dated cheques are followed up on and cleared on a timely basis.

¢ Bank statements and cancelled cheques are reviewed on a regular and timely
basis by a person other than the person processing the cheques / payments.

¢ Bank reconciliations occur monthly for all accounts and are independently
reviewed by someone other than the person authorized to sign cheques.
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