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The following are recommendations for Local Health Department Internal Control Procedures.  Each bulleted item has been identified as a key component of a functioning and efficient Internal Control Program used to monitor and control Environmental Program revenues.   Environmental revenues are those funds generated by the payments of permits and fees collected through programs administered by the Environmental Health Program of the Local and District Health Departments. Environmental revenues should include both fees obtained from mandated services and those services operated by the individual county or district health departments. These recommendations were developed by the Division of Public Health Protection and Safety with guidance and recommendations provided by the Office of Inspector General (OIG) in order to serve as a minimum standard of operation for local health department environmental programs’ and their fee handling process.  

These recommendations are geared towards developing a process that will assure, but not provide absolute assurance, an agency can secure and safeguard environmental revenues from the time they originate until the time they are deposited into designated bank accounts. These controls should be considered minimum guidelines only.  Local Health Departments may incorporate additional measures and/or controls into their Internal Control Procedure where needed in order to fully protect and safeguard organizational funds. It is imperative that management become familiar with all aspects of the internal control procedure in order to properly monitor and safeguard against loss.  Furthermore, it is recommended that all new and current employees be trained as to their responsibilities with regard to internal control procedures and be provided additional training and notification when the process is revised or updated.  

Minimum Internal Control Recommendations

· Designated Collector of Fees:  Local Health Departments should designate an individual or individuals as the primary collector(s) of fees.  This can include clerical, environmental or support staff, however it is recommended that no individual employee be designated as the primary collector of fees if they are also involved with the entry of data into the system, verification of data or making deposits.   

· Types of Payments Accepted:  Local Health Departments have the authority to mandate the types of payments they accept.   Types may include money order, cashier’s check, personal check, and credit card.  Cash, however should be discouraged as a method of payment for all programs, but can be accepted if no other form of payment is possible. Local Health Departments that utilize credit card payment systems are encouraged to routinely evaluate handling fees associated with such services.  

· Environmental Holding Accounts:  Local and District Health Department must establish and maintain an Environmental Holding Account that will be used for all environmental programs.  This account is mandated by statute.   All fees generated by environmental services and programs are to be documented and entered into the EHMIS system on a regular basis; and prior to deposit into the Environmental Holding Account.  The exception to this will be with District Health Departments who are allowed to deposit fees into separate bank accounts, which are then reconciled into one district account and entered into EHMIS by district personnel.  In all cases, the Environmental Holding Accounts are to be checked against Report 49 and 50 each month.  Based on those reports, the Environmental Holding Account should be “zeroed” out at the end of each month with a check being issued to the KY State Treasurer through the Division of Public Health Protection & Safety and a check issued to the local or district health department’s general account.   Monthly balances and transactions should be reviewed and approved by management prior to close out of each month and documented with the date and initials of the person performing the review.  

· Cash Handling Procedure:  The Local Health Department should have a clear and detailed cash handling procedure in the event cash money is deemed an acceptable form of payment for permits or environmental services.  At a minimum this policy shall include a documented pre-numbered receipt for all cash transactions.  This pre-numbered receipt should include the amount, the name of the person or entity making the payment, the date of transaction, name of the person accepting the payment and the purpose of the payment.  In the case of fees collected in connection with temporary food events, a pre-numbered permit application may suffice as the receipt as long as the necessary information is included on the application.  
· Petty Cash:  If an environmental petty cash account is maintained, access to these cash funds should be limited to authorized personnel only.  All deposits and withdrawals from this account should be documented and witnessed by authorized personnel.  It is recommended that this account be balanced at least monthly and that a periodic review of the Petty Cash account be made by someone other than the custodian of the account.  This review should be documented by the date and initials of the person assigned that responsibility.  
· Money Storage and Transfer Procedures:  All monies collected by the Local Health Department and environmental leadership should be stored in a fireproof, locked drawer, safe or similar storage container during and after normal business hours, prior to depositing.   Access to such containers should be limited.  Typically, access will be restricted to the person or persons assigned to process the money and the Director or their delegate.  Monies needed to be transported from one location to another, such as from the local offices to a district shall be transported in a locked money bag or similar sealed conveyance.   A pre-numbered receipts log should be developed that documents daily transactions and totals while funds are being held prior to deposit.   This log can also serve as a verification tool when funds are transferred from person to person and during reconciliation.  (see enclosed example).   Funds should be deposited as soon as practical.  The Cabinet recommends that funds be held no longer than three business days; or five business days in the case of districts.  Regular postal mail is discouraged as a means of transferring funds.   
· Tiered Handling Process: Funds coming into the health department should be accounted for and verified before being passed from one person to another for processing, reconciliation or deposit as a form of checks and balances.   A signed or initialed deposit slip along with total payment amount and pre-numbered receipts or applications should be used to track and document transfers of monies from one employee to another (see example).  These records should be maintained for review by an authorized individual, the person delegated to review such transactions should not be a person involved in fee collection or reconciliation. 
· Environmentalists Handling Fees:  All agency personnel should be discouraged from accepting fees for service in the field whenever possible.  All routine transactions should take place at the Local Health Department.  In the event this is unavoidable, such as some Temporary Food Events, the Local Health Department should establish a system to assure fees are returned to the health department along with documented pre-numbered receipts or applications and stored in secured manner as described above as soon as reasonably practicable.  Venders prepaying should be encouraged to assure proper security and tracking of these funds. 
· Designated Receipt Requirements: Issuance of pre-numbered receipts should be included in all fee transactions conducted for environmental programs.  These requirements should include at minimum the person/company paying fee, type of payment, amount received, receipt number, person accepting payments and date.  Local Health Departments may require additional information as needed. The permit application may suffice as the receipt provided the necessary information is included on the pre-numbered application and a copy is available for both the applicant and to the agency.  For all other non-documented services a pre-numbered receipt should be issued whenever monies are received.  
· Documentation of Monies Received:  Internal Control Measures should include measures to properly document and track payments received by the agency. This can be included as part of the Receipt Requirements but should at minimum allow for tracking of payments back to the specified permit and/ or program code.  For On Site Sewer fees, it is recommended that a separate log be created to track pertinent information including but not limited to customer name, site address, installer name, permit number, date, method of payment, receipt number, and person receiving payment.  (see attached example)  Other information may be included as deemed necessary by the agency.    
· Verification of Funds Through Cash Receipt Report:  Internal Control Procedures should include a monthly Cash Receipt Report that can be checked against the CDP Report 50 and EHMIS system.  These reports serve to total all fees taken in by the Local Health Department each month and identify shortcomings or errors in funds received and those previously deposited.  These reports should be monitored and reviewed by management and/ or supervisors each month. 
· Deposit Guidelines:  Procedures including specific timelines, transport methods and responsible person should be created to insure all agency funds are properly deposited into local bank accounts. Deposits into the environmental holding account should be made at least every three business days for independent health departments and within one week for district health departments. The person tasked with making deposits should be different than the person collecting and processing fees.  Records of deposits should be maintained by the agency and reviewed by authorized personnel.      
· Segregation of Duties: All Internal Control Procedures should include a well defined segregation of duties in order to prevent and discourage potential loss.  This segregation is to assure that no one individual employee is a part of the fee process from time of collection, entry into the system, verification and deposit.  The segregation of duties can include multiple individuals but should be designed to prohibit any manipulation of the fee handling process by any one or group of employees. 
· Refunds and Write Offs The appointing authority or supervisor must approve all Requests for Refunds prior to completion.  If the refund includes state fees that have already been processed, the agency must mail the completed “Request for Refund Form” to the Cabinet for processing of the refund.  If the refund involves local money only, the “Request for Refund Form” is completed and signed off on by appointing authority or supervisor.  This fee can then be backed out of the EHMIS system and include the reason for the reversal and with who authorized and completed it.  A check should be issued from the local Environmental Holding Account if the refunded payment was received within the current month.  All other refund checks would be issued from the agency’s General Operating Account if this payment was made in pervious months.

            

· Write-offs:  Writing off uncollectable debts should be completed on a regular basis to reflect current outstanding fees.  The appointing authority or supervisor must approve all write off of bad debts.  All write offs should be completed in the EHMIS system to identify monies being written off according to the reason for the write-off.  All refund and write off documentation should to be reported to the appointing authority and or supervisory staff each month for monitoring and review and maintained with other financial documentation.
 

· Returned Checks:   Upon notification from the bank that you have a check returned due to insufficient funds notify management and/or the immediate supervisor to inform them of the situation.  Upon their approval, document the check number, amount, name of customer and associated establishment or address.  At that time, the check should be backed out of the EHMIS system.  The appointing authority or supervisor should then contact the person issuing the check notifying them the check has been returned.  If deemed appropriate by the health department, written notification can be used to as means of notification however; notification should be completed in a timely manner.

 
· Annual Audit:  In accordance with 902 KAR 8:165 Local Health Departments shall conduct an annual audit.  Environmental fees and collection practices should be included in this audit in order to verify program fees and the effectiveness of the Internal Control Procedures. Upon completion, agency management and supervisors should review audit results to determine the effectiveness of fee collection and internal control procedures. 
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ENVIRONMENTAL WRITE-OFF FORM

ESTABLISHMENT NAME: _____________________________________

COUNTY #: ______________
PERMIT #: _______________




AMOUNT: _______________
PROCESSING MONTH/YEAR: __________________

REASON FOR WRITE-OFF: __________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

SUBMITTED BY: _______________________
DATE: ______________

APPROVED BY: ________________________
DATE: ______________

TITLE: ________________________________
WRITE-OFF ACCOUNT #: _______________
DATE: ______________
REQUEST FOR REFUND
TO:

KY DEPARTMENT FOR PUBLIC HEALTH



DIVISION OF PUBLIC HEALTH PROTECTION AND SAFETY

275 E. Main Street HS1E-B

Frankfort, KY 40621

FROM:
______________________________

   ________________

                                      (SIGNATURE)




(DATE)



______________________________




  (TITLE)



______________________________

                                      (HEALTH DEPT.)

PLEASE REFUND THE FOLLOWING FEE:




NAME & ADDRESS OF
TYPE OF 

AMOUNT OF

PERMIT #

APPLICANT

             ESTABLISHMENT
REFUND
REASON FOR REFUND:

Appointing Approval:      _________________________________
Date:  _____________
District/County Health Department
PO Box 1234

Anywhere, Kentucky 40404

Policy I-D-15                                                                                                 DD/MM/YYYY

Environmental Fee Revenue Procedures

Purpose.  To establish standard procedures for the collection and processing of fees of the XXXXX Health Department’s Environmental Programs and to identify measures that promotes and assures accountability, efficiency and security of funds and resources.  

Environmental revenues are those revenues generated by the payment of permits and fees collected through programs administered by the Environmental Health Program of the XXXXXXX District/County Health Department.  Environmental revenues include both fees obtained from mandated program services and those fees obtained through activities operated by the individual county or district health departments.   A well-controlled revenue process includes multiple components: 

1.
Application for Environmental Permit:

An application for permit should be completed whenever there is a new establishment or when there are changes made to an existing establishment.   Typically, a fee is will accompany the application on all new facilities or when the ownership changes for an existing facility.  Exceptions include; state owned facilities and charitable or fee exempt facilities.  Permit fees should be collected at the time the permit application is received whenever possible.  Invoicing of permit fees is allowable when necessary; however fees should be received and entered prior to the final approval and generating of the permit to operate.  On all new establishments an opening inspection report should accompany the permit application when being entered into the system.   Renewal applications for all permitted program areas should be mailed out at least thirty days prior to the permit expiration date.

At the time of processing, the applicant should be given a copy of their completed application.  If received by mail, the applicant should be mailed a completed and approved application.  Checks received should be logged and documented and stamped “For Deposit Only, at the time it is received.  Receipts should  be issued with each transaction and shall include at minimum the customer or establishment name, the amount and type of payment, receipt number, the date with year, the person receiving fees, and any other pertinent information deemed necessary by the health department.  The application for permit may suffice as the receipt provided that the necessary information is included on the pre-numbered application and copies are available and provided to both parties.   

2.
State Owned Facilities 

State owned facilities such as state park food service operations, routinely pay permit fees through an inter-accounting system that is processed through the state.  The application for permit should be entered into the system at the local level and flagged as a state owned property.  These facilities are then identified by the State office and forwarded for payment processing through the EMARS- the Electronic Management Administrative Reporting System, which in turn sends the bill to the appropriate Cabinet.  

Charitable/Fee Exempt Facilities
Charitable or other fee exempt facilities such as schools and soup kitchens shall be entered into the data system as normal and flagged as fee exempt on the application for permit form.  

3.
Environmental Fees:

Environmental fees for mandated programs are calculated based on the program code and the establishment type code entered into the data system for the facility.  The computer, based on the information provided, will generate an “accounts pending” or a renewal application based on that amount.  Care should be taken to ensure that the data and establishment information is accurate.  The data entry personnel should check the application for completeness and confirm with Environmental staff that the program code and establishment type code are accurate.   It is suggested that program codes be reviewed at least annually prior to the printing of permit renewals to insure that the appropriate renewal fee is being collected. 

4.
Accounts Receivable 

All moneys collected, regardless of their origin, should be properly documented, stored and deposited into the appropriate bank accounts.   Monies collected should be logged the day of receipt and deposited into the Environmental Holding account within three days of receipt if possible.  This time frame may be expanded to five days for district health departments.

a. All establishment accounts should be kept current.  It is recommended that accounts receivables be monitored monthly and appropriate enforcement action taken to collect balances due the health department.  It is recommended that facilities with outstanding balances over 30 days old shall be sent, at a minimum, a letter notifying them of the past due balance.  Additional enforcement action should be taken as necessary to collect outstanding fees.  Accounts deemed uncollectible may be written off with supervisory approval and proper documentation when the account exceeds 120 days.   (see below) A facility permit should not be renewed when there are outstanding balances against that particular facility and permit holder. 

b. Fees collected for the On Site Sewage program should be made in the office and logged into an On-Site Sewage log book.  The log should include at a minimum: the customer name, the site address, the amount paid, method of payment, receipt number, the person receiving payment, the installer name, permit number , the date with year, and other information as deemed necessary by the agency.    See the On Site Sewage Permit log form example.    Pre-numbered permits and or receipts should be used to further safeguard monies.  

c.   Cash payments shall be discouraged as method of payment for all programs, but can be accepted if no other payment method is possible.  All fees collected shall be secured stored in a fireproof, locked filing cabinet, drawer or safe, at the end of day and until time of deposit.  In the case of Temporary Food permits, efforts should be made to promote pre-payment when possible and when not possible a system should be used for fee collection in the field in order to properly document and account for payments received. 

d. The person assigned to enter data will key the service information into the computer system and initiate audit trails as needed for review by supervisory personnel.  All data should be entered into the CDP Computer System 
(EHMIS Module).    

e. At the end of the month, the data entry personnel should send copies of the Cash Receipt Report, CDP Report #50 along with any documented and approved refunds or adjustments to the financial personnel for reconciliation with the monthly bank statement 

f.  According to amounts prorated by statute, checks will be drawn payable to KentuckyState Treasurer and to the LHD Regular Operating Account at the end of each month to in effect “zero out” the Environmental Holding Account.  The assigned financial personnel will then forward the CDP Report #50 along with the Kentucky State Treasurer check to the Department of Public Health prior to the 10th of the month.  The check made out to the Regular Operating Account will be deposited to that account. Checks written on the Environmental Holding Account must be signed by two authorized individuals.  The Environmental Holding Account should be reviewed and reconciled at the end of each month and documented by the date and initials of the person assigned that responsibility.  

5.
Write-offs to Accounts Receivable:

All debts that are deemed to be uncollectible or monies that have been entered by mistake and require a refund shall be documented in the EHMIS system and accompanined by a write off form, which is included, and signed off by a supervisor prior to the write off taking place.   All write-off authorizations shall be retained and attached to a monthly accounting report for review.       


6.
 Refunds and Non-cash credits.
a. Requests for refunds will be made in writing with sufficient explanation for a common sense decision to be made. 

b. Refunds are authorized on a case-by-case basis.  An unsatisfactory inspection will not be a sufficient reason for a refund.  The Request for Refund Form should be completed by the data entry personnel identifying the pertinent data needed to write off the account.  Supervisory approval is needed for approval. 

c. Non-cash credits (write-offs) are also made on a on a case-by-case basis.  Common credits that are approved include businesses that have ceased operations, yet were billed for renewal.  The data entry personnel should prepare a Write-off form in accordance agency policy  identifying the reason why the write-off is requested as well as the client/establishment and the amount to be written off. 

d. Whenever identified, refunds for overpayments are documented in a written Request for Refund form and approved by the director or his delegate.  The approved request is forwarded to the financial personnel to process a check for refund.

e. Persons involved in the collection of monies or the entering of data may not be the same person authorized to approve write offs. 


7
 Segregation of Duties.

The various functions involved in processing of Environmental Fees should be segregated to minimize the potential for one person to compromise the system.  No one person shall be responsible for collecting, entering, and depositing environmental funds. Clear boundaries shall be created and documented to prevent overlapping of key duties. 

________________________________________________________________

Public Health Director
                                   


Date

__________________________________________________________________

Chair of the County Board of Health


Date
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