
 
 

TENNESSEE STATE SCHOOL BOND AUTHORITY 

AUDIT COMMITTEE 

June 27, 2019 – 10:50 AM 

AGENDA 

 

 

 

1. Call Meeting to Order 

 

2. Approval of Minutes from May 16, 2018 (ACTION REQUIRED) 

 

3. Review and Approval of Management’s Risk Assessment as of 12/31/2018 (ACTION REQUIRED) 

 

4. Review of Audit Results 

 

5. Other Business 

 

6. Adjourn 

 

 

 



 

 

TENNESSEE STATE SCHOOL BOND AUTHORITY 

Audit Committee Meeting Minutes 

May 16, 2018 

 
The Tennessee State School Bond Authority Audit Committee met at 12:30 p.m. CST Wednesday, May 16, 2018 in the 

State Capitol Executive Conference Room, G Level, Nashville, Tennessee. 

 

The following members were physically present: 

 

Commissioner Larry Martin, Chairman, Department of Finance & Administration 

Honorable Tre Hargett, Secretary of State 

Vice Chancellor Danny Gibbs, Designee for Dr. Flora Tydings, Chancellor, Tennessee Board of Regents 

 

The following members participated via teleconference: 

 

Mr. Ron Maples, Designee for Dr. Joe DiPietro, President, University of Tennessee 

 

Recognizing a quorum physically present, Chairman Martin called the meeting to order. 

 

Chairman Martin presented the minutes from the last audit committee meeting conducted on May 11, 2017 for approval.  

A motion to approve was made by Secretary Hargett and seconded by Vice Chancellor Gibbs.  No comments or 

corrections were voiced.  A roll call vote was taken and the motion passed unanimously. 

 

Chairman Martin moved to agenda item number two, review and approval of management’s risk assessment documents.  

Chairman Martin asked Thad DelConte, Director of Internal Audit, Finance and Administration and TSSBA Audit 

Committee Secretary, to present the assessment to the Committee.  Mr. DelConte stated that all members should have a 

copy of the assessment and that it was sent to staff two weeks prior.  It appears thorough and complete and follows the 

new approach that was deployed by F&A last year.  Control activities are properly documented and tested when necessary 

based on the severity of the associated risk.  The results indicate that controls are operating effectively to reduce risk to an 

acceptable level.  Mr. Maples asked whether the revised approach and templates were used by the Office of State and 

Local Finance (OSLF).  Mr. DelConte confirmed that the revised approach and templates were both used by OSLF. 

 

There being no further questions or discussion, Secretary Hargett made a motion to approve management’s risk 

assessment, and the motion was seconded by Vice Chancellor Gibbs.  A roll call vote was taken and the motion passed 

unanimously. 

 

Chairman Martin then asked Mr. Derek Martin, Audit Manager, Comptroller of the Treasury, Division of State Audit to 

update the committee on recent audit results.  Mr. Derek Martin informed the committee that the audit for the year ended 

6/30/17 was completed and there were no findings.  He also informed the committee that the CAFR audit report was 

released with a clean opinion.  Chairman Martin informed the Committee that the state audit report contained no findings 

for the 15
th
 consecutive year.   

 

After asking the committee whether any additional items needed to be brought before the committee and hearing none, 

Secretary Hargett made a motion to adjourn the meeting, and the motion was seconded by Vice Chancellor Gibbs.  A 

voice vote was taken and the motion was unanimously approved.  Meeting adjourned at 12:36 pm. 

 

 

Approved on this _____ day of __________, 2019.            

 

Respectfully submitted, 

 

 

Thad DelConte 

Secretary 



Form 3 - ERM Components: Event/Risk Identification, 
Risk Assessment, Risk Response, Control Activities

Enterprise Risk Management
State of Tennessee

Event (Risk) Identification & Control Activities Frequency Impact Likelihood Impact Likelihood
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 B Insert risk # here, 
according to your 

agency's numbering 
convention

Describe the risk here, be as specific as necessary in order to focus on the actual risk faced by your organization. DO NOT USE DO NOT USE

Insert the objective 
number(s) from Form 2 that 

the related risk would 
impact if it materialized, do 
so for each risk. The same 
objective may be linked to 

more than one risk and vice 
versa.
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dropdown list
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dropdown list
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dropdown list
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 D You may wish to use 
a unique control 

numbering 
convention

Describe here the control activities in place to mitigate the risk above, one control activity per cell, insert or delete rows 
as needed.

Indicate how often each 
control activity occurs, 
e.g. daily, monthly, as 

needed, etc.

Insert results of 
effectiveness testing 
(Y/N) here, if N then 

document action plan 
in 'CAP' tab

DO NOT USE DO NOT USE DO NOT USE DO NOT USE DO NOT USE DO NOT USE

Describe Test of Controls
Event (Risk) Identification & Control Activities Frequency Impact Likelihood Impact Likelihood

Risk SLF - 1 A rating downgrade of one of the state issuers could negatively impact the cost of borrowing. SLF-2.2 Low Medium Reduce Low Low

Control SLF - 1.1 SLF provides information as requested by the rating agencies and periodically schedules calls to update the rating 
agencies of relevant developments within the state.  

Monthly, or more often 
as necessary

Y
On 9/19/2018, we posted the State's Revenue Reports to the Investor Update website and 
distributed the report to the ListServ which includes the rating agency analysts.

Control 1.2

Risk SLF - 2 Opportunities to issue (or refund) debt at the right time are missed.  SLF-2.1 Medium Medium Reduce Low Low

Control SLF - 2.1 SLF has secured professional services to assist with identifying these opportunities (i.e., bond counsel, financial 
advisor, etc.) and monitor the level of service provided.

Ongoing Y
Public Financial Management serves as the state's financial advisor to identify these 
opportunities.  

Control SLF - 2.2
There is ongoing monitoring of CP program balances and project expenditures through monthly meetings with F&A, 
attendance at State Building Commission meetings, periodic conference calls with financial advisor and discussions 
within SLF to ensure timeliness of debt issuances.

Monthly Y
Observed on 10/25/2018, that the state's commercial paper capacity, based on the CP 
outstanding,  was insufficient to cover expenditures for the next several months and an 
additional $10 million in taxable CP should be issued.

Control 2.3

Risk SLF - 3 Allocation of proceeds to a project is calculated incorrectly which results in the bond issue being over or undersized. SLF-2.1 Medium Low Reduce Low Low

Control SLF - 3.1

SLF works in conjunction with the financial advisor who performs all calculations using special software designed for 
this purpose.  (PFM, the state's current financial advisor, uses DBC Finance, the most generally accepted software in 
the market for this purpose.)  When numbers are prepared to be sent to the financial advisor for use in the sizing 
calculations these numbers are reviewed by the appropriate supervisor within SLF before being sent.  

Annually Y
During TSSBA bond sale in September 2017, observed and reviewed the schedules of projects 
to be financed to be submitted to Public Financial Management who serves as the state's 
financial advisor. No bond issue occurred in 2018.

Control SLF - 3.2 In the case of GO debt, all projects and amounts to be bonded are reviewed and verified by Capital Projects and 
Accounts, as well as bond counsel and the state's financial advisor.

Annually Y
In July - September 2017, worked directly with Capital Projects, PFM and bond counsel and 
provided the necessary information to calculate the amounts of debt to be issued for each 
project. No bond issue occurred in 2018

Control 3.3

Risk SLF - 4
Failure to become aware of pertinent information regarding approval of a project which may affect the decision for 
the need to issue more short-term or long-term debt.

SLF-2.1 Medium Medium Reduce Low Low

Control SLF - 4.1
SLF maintains an awareness for the activity of all governing bodies who approve projects (to be funded with debt) or 
who may approve the issuance of debt, by attending the meetings of such governing bodies.  (i.e. State Building 
Commission, State Funding Board, TLDA, TSSBA). 

As needed Y
Appropriate staff attended the TSSBA meeting on June 19, 2018, to approve specific projects 
to be financed with short-term and long-term debt.

Control SLF - 4.2 SLF also maintains records of such meetings in order to keep documentation of the decisions made.  As needed Y
The program accountant documented the discussion of the TSSBA meeting dated June 19, 
2018.

Control 4.3

Risk SLF - 5
Failure to disclose material information related to an investor's decision to purchase a bond issued through one of the 
state's bond programs.

SLF-7.1 High Medium Reduce Low Low

Control SLF - 5.1 SLF monitors important events that may require action. As needed Y
SLF is assisted in this process by the AG's office, bond counsel and PFM, the financial advisor.  
In addition, monthly investor updates are issued around the 15th of each month which 
includes at least the state's revenue report.

SECTION C

Risk Assessment (Inherent & Residual) & Risk Response

Residual Risk

ROWS ABOVE ARE FOR INSTRUCTIONAL PURPOSES - CAPTURE RISKS, CONTROLS, ETC. BELOW, INSERT ADDITIONAL ROWS AS NECESSARY

Risk Links to Objective 
#'s from Form 2

Risk Assessment (Inherent & Residual) & Risk Response

Risk / Control #
Control Effective 

Y/N
Inherent Risk Risk 

Response
Residual Risk

Risk / Control # Control Effective Y/N
Links to Objective #'s 

from Form 2
Inherent Risk Risk 

Response

The ERM components listed above correlate with Green Book principles 7 - 12, which address the identification, 
analysis, and response to risks throughout the organization, including fraud risk as well as significant changes that 
could impact the internal control system, and the effective design and implementation of control activities to mitigate 
risks in accordance with management's risk appetite.  Additional information on these principles can be found at the 
Green Book link to the left beginning on page 37.

SECTION A HEADER INFORMATION
Contact Information for Individual Completing Form

Name - Reporting Year - 2018
Email - State Agency - COT

Division/Section - State and Local Finance

http://www.gao.gov/assets/670/665712.pdf


Form 3 - ERM Components: Event/Risk Identification, 
Risk Assessment, Risk Response, Control Activities

Enterprise Risk Management
State of Tennessee

Control SLF - 5.3 The filings made by SLF are also reviewed by counsel hired by the underwriter for every bond sale - this is a part of due 
diligence conducted.

As needed Y
All disclosures are submitted to AG's office and bond counsel for review.  The disclosure due 
on January 31, 2018, that we filed with EMMA, was reviewed by bond counsel and the AG's 
office.

Control 5.4

Risk SLF - 6
Five-year calculations are not prepared in compliance with IRS regulations.  IRS form 8038T and check for IRS rebate 
payable for five-year calculations are not sent to the IRS by the due date.

SLF-7.1 Medium Medium Reduce Low Low

Control SLF - 6.1
SLF monitors any and all unspent bond proceeds so that if they are not spent within the three-year spend-down 
provision, a rebate calculation may need to be prepared for the bond issue.  SLF then consults with bond/tax counsel 
to determine if rebate calculation is required.

Annually, or as needed Y

Observed the "unspent" bond proceeds reports for the month of October 2018 for both GO 
debt and TSSBA debt.  The TSSBA bonds were issued in August of 2017, so the proceeds are 
just a little over a year old.  There are GO bond proceeds that have been unspent for over 
three years; however, OSLF is carefully monitoring the interest rates to insure that the 
earnings on the unspent proceeds does not exceed the interest rate on the bonds.

Control 6.2

Risk SLF - 7 Changing the intent of a project could jeopardize the tax-exempt status of the entire debt issue. SLF-2.1 High Medium Reduce Low Low

Control SLF - 7.1 The questionnaire for the project is completed by the project owner initially and this is sent to bond counsel for 
review.

As needed Y Observed applications submitted to bond counsel on January 8, 2018.

Control SLF - 7.2 If bond counsel has any questions about the private use of monies for the project, he will indicate those to SLF staff 
who will then communicate with the project owner.

As needed Y
Observed questions via email from bond counsel on applications submitted in 7.1 on January 
8, 2018

Control SLF - 7.3 SLF attends State Building Commission meetings to stay alert of any private-use or changes in project scope and 
periodically communicates with the project owners as needed.

Monthly Y

Cindy Liddell attended a State Building Commission Executive Subcommittee meeting on 
2/26/2018 where she learned that an existing bond-financed GO project requesting to lease 
space for private use and brought it to the attention of AG's counsel and bond counsel.  It 
was determined it did not have a negative impact on the status of the tax-exempt bonds.

Control 7.4

Risk SLF - 8 Due to an illiquid market, short-term debt/commercial paper can not be sold/remarketed. SLF-2.1 High Low Reduce Low Low

Control SLF - 8.1 A stand-by purchase agreement (with TCRS) is in place for general obligation commercial paper, in which TCRS is 
required to purchase the commercial paper in the event that it could not be sold/remarketed.

As needed Y
SLF successfully completed a test of the draw on the stand-by purchase agreement on 
October 6, 2016.  Though the likelihood is determined to be low, because of the potential 
impact that this could have,  SLF chooses to periodically test this intercept.

Control 8.2

Control 8.3

Control 8.4

Risk SLF - 9
Failure to become aware of a debt issuance by another state agency/program (could harm the State's ability to issue 
debt in that time period).

SLF-2.2 High Medium Reduce Low Low

Control SLF - 9.1 SLF maintains oversight responsibility for the Tennessee Housing Development Agency (THDA).  As needed Y

There will continue to be ongoing monitoring of the bond market by the financial advisors 
and underwriters (if applicable) when a debt issue is in progress.   We observed during the 
THDA bond sale in October 2018; underwriters updated SLF on the bond market.  THDA is 
unable to issue bonds without the consent of the bond finance committee.                   

Control 9.3

Control 9.4

Risk SLF - 10
Debt service payments which are wired to DTC may not be properly identified with the appropriate CUSIP numbers 
which could cause the payments to be identified as "late".  DTC may claim compensation for any late payments.  It is 
apparent that there are inherent risks associated with late and unidentified payments.

SLF-2.1 Medium Low Reduce Low Low

Control SLF - 10.1
A detailed schedule supporting the debt service payments to be made include the CUSIP number of the bond for 
which payments are being made and the payment amounts are verified with DTC prior to payment.  All payments are 
wired on the morning of payment due date. 

Monthly Y
Observed the detailed schedule supporting the debt service payments to be made on 
November 1, 2018, which included the CUSIP number of each bond series for which payments 
were being made and the payment amounts. 

Control 10.2

Risk SLF - 11
Project revenues for the TSSBA bond program are not adequate to support the debt service on the TSSBA debt issued 
for that project.

SLF-2.2 Medium Low Reduce Low Low

Control SLF - 11.1 The TSSBA, upon failure of a higher education institution to timely pay debt service, has legal authority to intercept the 
state appropriation to that higher education institution.

Semi-annually Y
The state intercept for the TSSBA, Higher Ed Program, was tested and successfully completed 
on April 10, 2018.  Reserves and security deposits are reconciled periodically for adequacy.  
State-shared taxes are monitored for coverage.

Control 11.2
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State of Tennessee

Risk SLF - 12 Reserve funds are not in place or available to fund or meet debt service requirements. SLF-2.2 High Low Reduce Low Low

Control SLF - 12.1 Reserve funds for TSSBA are now cash funded due to lack of surety bond providers for debt service reserve funds.  Semi-annually Y Observed the supplemental resolution that created the cash funded ($0) TSSBA reserve fund.

Control SLF - 12.2  The state intercept is in place in the event a school system or local government borrower does not meet their debt 
service obligation and a surety bond provider fails to fund a draw request.

Semi-annually, 
quarterly, monthly

Y
The state intercept for the TSSBA, Higher Ed Program, was tested and successfully completed 
on April 10, 2018.  Reserves and security deposits are reconciled periodically for adequacy.  
State-shared taxes are monitored for coverage.

Control 12.3

Risk SLF - 14 SLF does not administer the federal programs in accordance with federal regulations. SLF-7.1 High Low Reduce Low Low

Control SLF - 14.1 SLF staff are aware of federal regulations and program requirements for the proper administration of the ARRA 
programs (QSCB), as well as other federal programs (QZAB, SRF).

As needed; Ongoing Y
Discussed with AG's office (issuer's counsel) during post-issuance compliance team meeting 
held on November 9, 2018, about what preventative measures are in place to assist SLF in 
complying with federal regulations for federally-created programs.

Control 14.2

Risk SLF - 15 Subrecipients are not reimbursed timely causing a financial burden for the subrecipient. SLF-2.2 Low Low Reduce Low Low

Control SLF - 15.1 Disbursements are processed in Edison and are monitored for timely payment and means to expedite payments have 
been developed.   

As needed; Ongoing Y
Observed on October 31, 2018, payment and approval process in place for reimbursement to 
subrecipients.

Control 15.2

Risk SLF - 16 Debt issue recorded incorrectly in the accounting system. SLF-2.1 Medium Medium Reduce Low Low

Control SLF - 16.1 There is a multi-level external authorization process before projects are approved or debt is issued.  Significant 
transactions are carefully reviewed and approved within SLF and F&A. 

As needed; Ongoing Y Observed on October 31, 2018, the payment and approval process for SLF.

Control SLF - 16.2 Accounting records and external reports are regularly reconciled.  Subsidiary records are reconciled with control 
amounts. 

As needed; Ongoing Y
Journal entries to record debt issuances were reviewed as made and appeared to be correct, 
therefore it appears that controls are operating effectively.

Control 16.4

Risk SLF - 17 Borrower payments are not calculated correctly/accurately or received on a timely basis. SLF-2.1 High Low Reduce Low Low

Control SLF - 17.1 Borrower payment schedules (amortization schedules) for bonded projects are prepared by the underwriter or 
financial advisor at the time the loans are made.

As needed Y
SLF relies on its financial advisory/bond counsel to accurately calculate and review bond 
amortization schedules at the time of the bond sale.

Control SLF- 17.2 In the case of certain loan programs, the amortization schedules are prepared by SLF staff but must be reviewed by a 
supervisor prior to sending the schedule out. 

As needed Y
 If incorrect amounts are billed or received, prior review by the supervisor should catch these 
errors.  

Control SLF - 17.3

Risk SLF - 18 Collections are not applied to the correct customer account. SLF-2.1 Low Medium Reduce Low Low

Control SLF - 18.1 SLF staff receiving borrower payments (checks) chooses from pre-established speedcharts in the cashiering system 
(iNovah) which creates the entry to deposit to the correct borrower account.

As needed Y Observed on October 30, 2018, borrower payments processed by Michael Mercer

Control SLF - 18.2  In addition, all deposits are reviewed by another employee after they are entered and, if needed, corrections are 
made at that time.

As needed Y Observed on October 30, 2018, the review and approval by Alicia West.

Control 18.3

Control 18.4

Risk SLF - 19 Project expenditures are not posted to the project file which tracks project year-to-date expenditures. SLF-2.1 Medium Low Reduce Low Low

Control SLF - 19.1 The program accountants initiate the accounts payable entry for projects except those associated with GO debt. As needed; Ongoing Y

Control SLF - 19.2 All accounts payable vouchers are approved electronically.  As needed; Ongoing Y

Control SLF - 19.3 Support/approvals for project expenses are attached via FileNet to the AP voucher for review and approval. As needed; Ongoing Y

Control SLF - 19.4 Accounting entries are reviewed for accuracy.  As needed; Ongoing Y

Control SLF - 19.5 Billings are mailed/e-mailed to borrowers as necessary, so periodic statements are provided to borrowers for their 
review. 

As needed; Ongoing Y

Control SLF - 19.6 Accounts Receivable are established and reconciled monthly via an Edison allocation process. As needed; Ongoing Y

Control SLF - 19.7 Project expenditures are updated in the Project Budget module of Edison. As needed; Ongoing Y

Risk SLF - 20 Debt service payments are not entered on a timely basis. SLF-2.1 High Medium Reduce Low Low

Control SLF - 20.1 Debt principal and interest payments for all programs are monitored by the bond accountant, the bond accountant's 
backup (in case of absence) and trustees.

Monthly; As needed Y
Observed communication between bond accountant and Trustee's office regarding upcoming 
debt service due to the trustee on October 31, 2018, and to the bondholders on November 1, 
2018.  

Control SLF - 20.2

Observed on October 31, 2018, the reconciliation of unspent/spent proceeds for the TSSBA 
bond program.  The reconciliation, lack of reconciliation, would uncover any project 

expenditures that had not been updated to the specific project file.
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Risk SLF - 21
Disbursements are not processed (approved and paid) timely in Edison, i.e. RCA interest or administrative payments; 
vendor payments, payments to borrowers.

SLF-2.1 High Medium Reduce Low Low

Control SLF - 21.1 Disbursements are processed in Edison and are monitored for timely payment and a process to expedite payments is 
in place.     

Weekly Y
On October 31, 2018, examined worksheet used by program accountant and program analyst 
to monitor payments of expenditures for the TSSBA program to ensure timely payment.  
From entry to payment, the average payment process was approximately two weeks.

Control 21.2

Risk SLF - 22 Cash disbursement exceeds invoice amounts. SLF-2.1 Low Medium Reduce Low Low

Control SLF - 22.1 All cash disbursements are processed through Edison, which first requires approval within the Office. As needed Y
Supporting documentation must be attached for all expenditures.  Reviewers check this 
invoice against the payment for the correct amount.  On October 30, 2018, observed invoices 
with correct payment amounts.

Control SLF - 22.2

Risk SLF - 24 Expenditures not recorded in proper fund. SLF-2.1 Low Medium Reduce Low Low

Control SLF - 24.1 All disbursements must be reviewed by an approver within SLF. As needed; Ongoing Y

Control SLF - 24.3 Supporting invoices must be attached to the transaction. As needed; Ongoing Y

Control 24.4

Risk SLF - 25 Fraudulent invoices accepted resulting in payment for goods not received. SLF-2.1 Medium Low Reduce Low Low

Control SLF - 25.1 All administrative service invoices must be reviewed by either the Director or Assistant Director. As needed; Ongoing Y

Control SLF - 25.3 Supporting invoices must be attached to the transaction. As needed; Ongoing y

Control 25.4

Risk SLF - 29 Invoices are not marked paid resulting in duplicate payments. SLF-2.1 Low Low Reduce Low Low

Control SLF - 29.1 The invoice number is recorded on each AP voucher. As needed; Ongoing Y

Control SLF - 29.2  All disbursements must be reviewed by an approver within SLF. As needed; Ongoing Y

Control SLF - 29.4 Supporting invoices must be attached to the transaction. As needed; Ongoing Y

Risk SLF - 30 Funds are not deposited immediately as required by TCA 9-4-301 and as defined by F&A Policy 25. SLF-2.1 Low Medium Reduce Low Low

Control SLF - 30.1 Funds are deposited daily by designated SLF staff (or his backup).  Daily (ongoing) Y On October 26, 2018, observed Kathy Palmer processing the deposit. 

Control 30.2

Risk SLF - 31 Revenues recorded in the system do not match the amounts deposited or received. SLF-1.1 Medium Low Reduce Low Low

Control SLF - 31.1 The Cashier (with two backups) creates a deposit through the Edison iNovah system.

Control SLF - 31.2 The remittance advice documentation is forwarded to a supervisor for review and approval. 

Control SLF - 31.3 Revenue is recognized in the Edison GL accounts through transactions recorded in iNovah.

Control 31.4

Risk SLF - 32 Revenues are recorded prior to being earned. SLF-1.1 Low Low Reduce Low Low

Control SLF - 32.1 All journal entries are processed through Edison, which first requires approval by SLF then by F&A. Daily (ongoing) Y

Control SLF - 32.2 Supporting documentation must be attached. Daily (ongoing) Y

Control 32.3

Risk SLF - 33 Deferred revenue is not transferred to earned revenue in the period earned. SLF-1.1 Low Medium Reduce Low Low

Control SLF - 33.1 Deferred revenue accounts are examined each year during the year-end process.  As needed Y

Control SLF - 33.2 The program accountants must fill out a form provided by F&A and the Director of SLF must certify that the balances 
of deferred revenue accounts are correct.

As needed Y

Control 33.3

Risk SLF - 34
Vendor invoices received prior to year-end are not entered into the accounting records until the following year, 
creating an understatement of liabilities at year-end.

SLF-1.1 Low Medium Reduce Low Low

Control SLF - 34.1 Accounting entries in Edison prepared by SLF staff are monitored for timely payment and a process to expedite 
payments is in place. 

As needed Y

Control SLF - 34.2 In addition, payments made in the beginning of a fiscal year are examined to determine if they should have been 
recorded in the prior fiscal year and if so, an entry is made to accrue the liability.   

As needed Y

Control 34.4

On October 30, 2018, observed Michael Mercer process the deposit to be recorded in Edison, 
and is electronically submitted to Cindy Liddell or Alicia West for approval.

Daily (ongoing) Y

Examined journal entries in Edison for the TSSBA semi-annual billing for May 1, 2018, along 
with supporting documentation.

Reviewed and signed form provided by F & A to document and certify that the balances in the 
deferred revenue accounts were verified and accurate.

Discussed this process with program accountants (CL, JF, AW), and accounting analysts, DL, 
and affirmed that all invoices for FY are paid or accrued prior to the close of that fiscal year.

On October 30, 2018, Sharon Schmucker review a payment to be processed and looked to 
ensure that expenditure had a supporting invoice and was charged to the appropriate fund.

On October 19, 2018, I approved payments to be processed for costs of issuance and looked 
to ensure that expenditure had a supporting invoice and was charged to the appropriate 

fund.

On October 23, 2018, Sharon Schmucker reviewed a payment to be processed and looked to 
ensure that expenditure had a supporting invoice, with a proper invoice number.
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Risk SLF - 35
Processed transactions and procedures fail to provide timely data to compile financial statements that are accurate 
and reliable.

SLF-1.1 Medium Low Reduce Low Low

Control SLF - 35.1 Reviews are required both by SLF and by reviewers in F&A before any transactions may post. As needed Y
Reviewed and submitted financial statements for all bond programs for fiscal year end 2018 
by the 9/28/2018 deadline.  Program accountants were not aware of any transactions that 
did not post or procedures that failed.

Control 35.4

Risk SLF - 36 SLF fails to properly adopt new accounting pronouncements due to uninformed and untrained personnel. SLF-6.1 Medium Low Reduce Low Low

Control SLF - 36.1 SLF coordinates with a Fund Coordinator in F&A during the financial statement preparation process.  As needed Y

Control SLF - 36.2 Efforts are also made to send SLF staff to appropriate annual training on new accounting standards. As needed Y

Control 36.4

Risk SLF - 37
Approval is granted for debt requests materially non-compliant with state law (including laws regarding balloon 
indebtedness.)

SLF-3.1 Medium Medium Reduce Low Low

Control SLF - 37.1 Only SLF staff who have sufficient training and experience regarding applicable debt statutes are authorized to 
review/approve debt requests.

Daily (ongoing) Y

On11/2/2018 I reviewed one debt request and approval from our tracking system for a 
capital outlay note for the City of Bells.  Our approval letter is dated May 31, 2018.  Lori 
Barnard, Senior Financial Analyst reviewed the transaction and drafted the approval letter.  
As Assistant Director, I performed a supervisory review and Sandi Thompson, Director, 
reviewed the documents supporting the request and draft approval letter and signed the 
approval letter.  No exception noted.  - SAR 

Control SLF - 37.2 Annual independent audits of local governments are conducted in accordance with Government Auditing Standards 
per state law.

Annually Y
On 11/2/2018 I observed that the FY2017 audit for the City of Bells had been filed and posted 
to the Division of Local Government Audit's website.  No exception noted. SAR

Control 37.3

Control 37.4

Risk SLF - 38 Approval is granted for budgets that are materially non-compliant with state law SLF-3.2 Medium Medium Reduce Low Low

Control SLF - 38.1 Only SLF staff who have sufficient training and experience regarding applicable budget statutes are authorized to 
review/approve budgets.

Daily (ongoing) Y

On 11/2/2018 I reviewed supporting documents for a budget review entered and tracked in 
our SharePoint tracking system for Fentress County.  The budget year is FY2019 and our 
acknowledgement letter is dated October 19, 2018.  Lori Barnard, Senior Financial Analyst 
reviewed the budget and related documents and drafted an approval letter.  As Assistant 
Director, I performed a supervisory review of the draft letter and budget and Sandi 
Thompson, Director, reviewed and signed the approval letter.  No exception noted. - SAR

Control SLF - 38.2 Annual independent audits of local governments are conducted in accordance with Government Auditing Standards 
per state law.

Annually Y
On 11/1/2018 I observed that the FY2017 audit for Fentress County had been filed and 
posted to the Division of Local Government Audit's website.  No exception noted. - SAR

Control 38.3

Control 38.4

Risk SLF - 39
Acceptance of debt information reports that are materially non-compliant with state law; approval of investment 
requests that are materially non-compliant with state law; approval of feasibility of cable plans that are unfeasible

SLF-4.1 Medium Medium Reduce Low Low

Control SLF - 39.1 Only SLF staff who have sufficient training and experience regarding applicable statutes related to debt information 
reports, investments, and cable plans are authorized to perform the duties involved with these functions.  

Daily (ongoing) Y

On 11/2/2018 I reviewed supporting documents for a cable feasibility plan tracked in our 
SharePoint tracking system for the Johnson City Energy Authority dba BrightRidge.   Our letter 
for the plan is dated June 21, 2018, and filed on the H Drive with other permanent files.  Ron 
Queen, Senior Financial Analyst, and Steve Osborne, Senior Financial Analyst both 
participated in the feasibility review.  As Assistant Director, I performed a supervisory review 
and Sandi Thompson, Director, reviewed and signed the letter addressing our conclusions. - 
SAR

Control SLF - 39.2 Annual independent audits of local governments are conducted in accordance with Government Auditing Standards 
per state law.

Annually Y
On 11/2/2018 I observed that the FY2017 audit for the Johnson City Energy Authority had 
been filed and posted to the Division of Local Government Audit's website.  No exception 
noted. - SAR

Control 39.3

Control 39.4

Risk SLF - 40 Provide untimely, inadequate and incorrect information to management SLF-8.1 Medium Medium Reduce Low Low

OSLF in the Comptroller's Office is committed to providing proper training to its employees.  
Observed the training schedule maintained by Jacque Felland for FY2018 which included 

internal accounting training provided by the department of State Audit and the Division of 
Finance and Administration.
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Control SFL - 40.1 SLF staff providing information to management have sufficient education and experience in the applicable areas.  
Information is reviewed by SLF management prior to submission.

Ongoing Y

On 11/2/2018 I observed a request from Montgomery County to enter into a PBA Loan.  The 
request was received on 6/29/2018 and the senior financial analyst, Steve Osborne, reviewed 
the request and drafted a letter.  After assistant director review the letter and supporiting 
request documents were submitted to our director for review and approval, the final 
approval letter was sent on 7/3/2018, six days prior to the due date.  No exception noted. - 
SAR     

Control 40.2

Control 40.3

Control 40.4

Risk SLF - 41 Local government defaults on a payment to a loan program. SLF-2.2, SLF-3.1, SLF-3.2 Low Medium Reduce Low Low

Control SLF - 41.1 Monitor through the budgeting process to verify all debt payments are budgeted and that budgets are balanced. As needed Y

On 11/7/2018 I reviewed the supporting documents for Steve Osborne's review of the budget 
for the City of Lebanon.  Lebanon participates in the Drinking Water State Revolving Fund 
program, per the confirmation information on the Division of Local Government’s website.  
Lebanon's Biennial FY2018/FY2019 budget included budgeted amounts for debt service for 
this loan program.  No exception noted. -SAR

Control SLF - 41.2 Certain loan programs (State Revolving Funds) are administered by SLF.  A program accountant records and monitors 
the payments made by borrowers.

As needed Y
On 11/7/2018 I observed the excel spreadsheet maintained by Donna Kaukas that contained 
documentation that the City of Lebanon is current on its principal and interest payments for 
the revolving loan program.  No exception noted. -SAR 

Control 41.3

Risk SLF - 42 Failure to comply with record retention requirements SLF-8.1 Medium Low Share Low Low

Control SLF - 42.1 SLF is made aware of record retention requirements as required by the IRS.  As needed; Ongoing Y

On 11/2/2018 I observed an interoffice email communication from Martha L. Brown dated 
5/7/2018 regarding RDAs.  The email shared all updated RDAs and noted where the RDAs had 
been saved on OSLF's H Drive (H Drive>State and Local Finance>Approved RDAs.4.2018)  No 
exceptions noted. SAR

Control SLF - 42.2 RDAs have been put in place for critical document types. As needed Y
On 11/2/2018 I observed RDAs that have been put into place filed in a folder on the H Drive 
named:  Approved RDAs.4.2018.  No exceptions noted. SAR

Control 42.3

Control 42.4

Risk SLF - 43
Employee turnover - Changes in or loss of key personnel or the loss of valuable employees.  The number of staff within 
SLF is small and tends to be specialized in certain areas.  New employees may not have a clear understanding of what 
their duties or responsibilities are and may overlook critical job tasks.

SLF-6.1 High Medium Share Medium Low

Control SLF - 43.1
The overall experience and knowledge of some SLF staff allows for the ability to perform day-to-day operations. 
Because many of the programs have similar characteristics, SLF staff may assist each other with certain functions 
and/or provide a backup.

Daily (ongoing) Y

On 11/8/2018 I spoke with Alicia West and Tammy Fields.  Alicia and Tammy both work with 
the EESI and SRF programs.  Alicia explained that staff are cross-trained to perform different 
tasks related to EESI and the SRF programs  to ensure that our office can continue to function 
when employee turnover occurs or employees are out on medical  or annual leave or 
assigned on special projects. No exception noted. SAR 

Control SLF - 43.2 Critical job tasks are not immediately assigned to new employees. As necessary Y

On 11/8/2018 I spoke with Tammy Fields.  When she was first hired to OSLF, training was 
purposefully progressive.  Tasks performed were closely supervised.  More critical 
responsibilities will continue to be added as specific foundational concepts continue to be 
established. - SAR 

Control SLF - 43.3 The work of new employees is closely supervised until they are familiar with the task. As necessary Y Refer to immediately preceding test. - SAR

Control 43.4

Risk SLF - 44 Provide insufficient or inadequate training to SLF staff SLF-6.1 Medium Medium Reduce Low Low

Control SLF - 44.1 Adhere to Comptroller's Office Training Standards. Ongoing Y

On 11/8/2018 I observed a document that outlines our planned training for FY2019.  This is a 
plan that is submitted to OMS to ensure we comply with COT training standards.  It is used 
throughout the year by management and is located at:  H:\State and Local 
Finance\Secretarial (MB)Reference-General SLF Info\PERTINENT SLF RECORDS.  Additionally, 
there is a folder on the H Drive named: Training.   This folder includes documents that track 
training for each employee in SLF.  No exceptions noted. - SAR
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Control SLF - 44.2 The Director and  Assistant Directors oversee and stay informed regarding training programs and encourage SLF staff 
to attend applicable training sessions.

Ongoing Y
Our Director, Sandi Thompson, regularly informs me of different training opportunities for 
staff that I in turn encourage staff to attend.  - SAR

Control 44.3

Control 44.4

Risk SLF - 45 Confidential employee information is accessed by other individuals without authority. SLF-8.1 Medium Medium Reduce Low Low

Control SLF - 45.1 All personnel files are with HR with the exception of a few that are maintained on supervisors' F drives.  As needed Y

On 11/2/2018 I performed a search on the H drive for filenames or folders with 
"performance" or "review" in its naming convention.  One isolated exception was noted.  A 
folder with scanned performance reviews from one previous year was accessible on the H 
drive.  This was the only exception.  No other exceptions were noted; therefore, the control 
appears to be effective. - SAR

Control 45.2

Control 45.3

Control 45.4

Risk SLF - 46 An employee illegitimately uses leave benefits or reports time not actually worked. SLF-9.1 Medium Medium Reduce Low Low

Control SLF - 46.1 Timesheets are reviewed and approved by the  Director, Assistant Directors, and Bond Finance Operations Officer.
weekly and/or semi-

monthly
Y

If the Director, Assistant Director, or Bond Finance Operations Manager does not approve 
time, an exception report from Edison is emailed to the respective supervisor.   Staff are 
required to notify supervisors when they use sick leave or annual leave.  On 11/2/2018 I 
reviewed an email dated 3/19/2018 at 2:08 PM from Kathy Palmer notifying me of  a medical 
appointment and her departure time (noon) from work on Thursday, 3/22/2018.  No 
exceptions noted. SAR

Control SLF - 46.2 HR in Management Services then reviews Edison time reports for appropriateness. semi-monthly Y
On 11/2/2018 I reviewed an Edison exception report sent by Shelly Eisman on 3/19/2018 at 
9:39 AM.  No exception noted.  - SAR

Control 46.3

Control 46.4

Risk SLF - 47
Theft or loss of assets, especially "sensitive equipment" such as recorders, etc., or employees use these assets for 
personal use.

SLF-9.1 Low Medium Reduce Low Low

Control SLF - 47.1 SLF staff is aware that assets are to be used for business purposes and SLF has established specific, secured locations 
for such devices.

ongoing Y
On 11/9/2018 I confirmed that the recorder used for minutes at board meetings is secure in a 
locked cabinet.   No exception noted.  SAR

Control SLF - 47.2 Also, the supply cabinet is now kept locked and the key must be obtained from a designated staff person. ongoing Y
On 11/8/2018 I went to our supply cabinet/drawers and it was locked. No exception noted. 
SAR

Control 47.3

Control 47.4

Risk SLF - 48 Supplies ordered are not for appropriate use SLF-9.1 Low Medium Share Low Low

Control SLF - 48.1 Supplies are ordered by a designated SLF staff person.  Control for supply orders is shared with OMS. As necessary Y

On 11/8/2018 I observed: (1) a request for supplies submitted to OMS by Martha Brown on 
7/18/2018; (2) approval for the purchase in Edison; and (3)  a final invoice initialed as 
received by Martha on 7/21/20183.  The items ordered included premium retractable gel ink 
pens; 48 individual notebooks, and 10 reams of paper.  No exceptions noted. SAR

Control SLF - 48.2 Supply order is reviewed and approved by the SLF Director. As necessary Y

On 11/8/2018 I observed the supporting approval in Edison.  This particular invoice was noted 
as approved by OMS because Sandi could not gain access to the approval page due to an 
issue with our allotment code in Edison.  I spoke with both Sandi and OMS and they  
remembered the occurrence and approval was given and documented in Edison.  No 
exceptions noted. SAR

Control 48.3

Control 48.4

Risk SLF - 49 Failure to comply with recommendations made by a governing board. SLF-2.2 High Low Reduce Low Low

Control SLF - 49.1 SLF staff attends meetings and document minutes from the meetings which are maintained in the SLF library. As needed Y
Program accountant drafts the minutes of the Board that oversees their program while 
management reviews the minutes for content and accuracy.  There are ongoing discussions 
regarding actions taken or needed to be taken in the future.

Control 49.2

Control 49.3

Control 49.4
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Risk SLF - 50 Not performing a requirement/duty or missing a deadline under a contract may put the State at risk. SLF-2.2 High Medium Share Low Low

Control SLF - 50.1 Senior management is familiar with the contracts that SLF maintains. As needed Y Contract provisions are reviewed by SLF periodically.

Control 50.2

Control 50.3

Control 50.4

Risk SLF - 51 Unknown legislative changes in law. SLF-5.1 High Medium Share Low Low

Control SLF - 51.1
SLF works with the Comptroller's Office of General Counsel (OGC) and legislative liaisons to ensure that we are aware 
of all legislative changes and that they are properly addressed.  We rely upon OGC's process to notify our office to 
keep us informed. 

As needed Y
On 11/2/2018 I observed an email dated 3/27/2018, 10:01 AM from Greg Cothron with OGC 
notifying our office of passed legislation (i.e., public chapters)  that that has potential impact 
to SLF.  OGC notifies SLF of both proposed and passed legislation.  No exception noted. SAR

Control 51.2 SLF receives notification of new bills and we track the ones that may have impact to our office.  As needed Y

On 11/2/2018 I observed an email dated 1/24/2018 from Steve Osborne with our office that 
included legislation that was introduced that may have potential impact to SLF.  Our office 
also keeps a log of bills of interest that we track.  The log is maintained by Steve Osborne and 
located at <G:\Fiscal Notes\OSLF\2018>.  I observed the log on11/22/2018.  SAR

Control 51.3

Control 51.4

Risk SLF - 52 Lack of good relationships with General Assembly. SLF-10.1 Medium Low Reduce Low Low

Control SLF - 52.1 SLF works through the Comptroller's legislative liaisons and responds timely to all requests for information to ensure 
that relationships are maintained.

As needed Y

On 11/2/2018 I observed an email documenting an entry made by Lori Barnard to the "Five-
Minute Rule Legislative Contact Tracking" online system.  Documentation as to the resolution 
noted that the request from the legislator was handled immediately.  No exception noted. - 
SAR

Control 52.2

Control 52.3

Control 52.4

Risk SLF - 53 Employee could benefit illegally from insider information related to a negotiated bond sale. SLF-6.1 Low Low Reduce Low Low

Control SLF - 53.2 The RFP process (used for negotiated sales) requires multiple reviews of proposals for selection of the underwriter. As needed Y

Although the OSLF did not conduct a bond sale in 2018, the process remains the same.  
Request for Proposal/Pricing would be submitted by the Authority's financial advisor, PFM, 
and responses would be reviewed and a selection would be made by the Authority at the 
recommendation of staff and the financial advisor.

Control SLF - 53.3 Employees are annually required to certify that they do not directly own, or have not directly purchased State of 
Tennessee bonds.

As needed Y
On November 16, 2018, observed file containing signed copies of conflict of interest 
statements from SLF employees.

Control 53.4

Risk SLF - 54
Lack of interagency cooperation - 
SLF relies on other divisions and outside entities for timely and accurate information for board meetings, rating 
presentations, etc.

SLF-5.1 Medium Medium Share Low Low

Control SLF - 54.1 SLF takes the initiative to contact those entities on which we rely, instead of simply waiting for that information to be 
communicated.  

Ongoing Y

Control SLF - 54.2 SLF staff communicates the need for information and the time at which it is needed. Ongoing Y

Control SLF - 54.3 Once the information is received, it is reviewed for accuracy.  Ongoing Y

Control 54.4

Risk SLF - 55 Accounting systems do not fully meet the needs of the department.  SLF-1.2 Medium Medium Share Low Low

Control SLF - 55.1 Dedicated individual on staff is coordinating the department's efforts to communicate the department's needs to 
Edison staff.  

Ongoing Y

Control SLF - 55.2 The Office of State and Local Finance is currently seeking a new provider for a sub-accounting or Debt Management 
System (DMS) 

Ongoing Y

Control 55.3

Control 55.4

Risk SLF - 56
Risk of losing critical/sensitive data that is used to administer the State's debt financing program (catastrophe, data 
corruption, sabotage).

SLF-1.1; SLF-1.2 High Medium Share Low Low

A review process is followed to ensure proper and accurate accounting entries.  Observed 
various emails from Sharon Schmucker to Edison staff and to Emphasys staff (DMS), inquiring 

about system issues, entry issues, access issues.

For GO, observed and initiated the process for gathering information to be included in the 
state's credit rating presentation.  Information was obtained from Budget, F&A, TCRS, 
Treasury and the Governor's office.                             For TSSBA, observed the process of 

gathering information from THEC and the institutions of higher education in order to prepare 
for the TSSBA surveillance review by S&P Global.  I am aware that we set deadlines to receive 

the information and that the information was reviewed for accuracy.
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Control SLF - 56.1 SLF staff are knowledgeable of the need to use web-based drives which are backed up by OMS, or ECM (Electronic 
Content Management) which is backed up by OIR for the storing of electronic data. 

As needed; Ongoing Y

Control SLF - 56.2 Outside parties have duplicate copies of many key paper documents, and have the ability to reproduce such 
documents for SLF if needed. 

As needed; Ongoing Y

Staff has moved most of its electronically stored information a new data storage application, 
OpenText.  Remaining information to be stored is undergoing file-naming and should be 

complete by 12.31.2018.  Because of the move to the Cordell Hull building, SLF has scanned 
and stored (either electronically or phsically) all information that is maintained under a 

record retention policy (RDA -Record Disposition Authorization).












































































