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Background Information

The Essex Revitalization Community Corporation (ERCCO), incorporated as the Essex
Development Corporation, is a non-profit organization which was established on May
23, 1979 to further community revitalization and economic development along the
Eastern Boulevard corridor of Essex through involvement with businesses and
communities.  ERCCO is managed by an elected 13-member Board of Directors and
operates in accordance with its articles of incorporation and by-laws.

During the period July 1, 1997 through November 23, 1998, ERCCO was awarded
County  grants totaling $25,400 to further community revitalization and economic
development along the Eastern Boulevard corridor of Essex.  During the audit period,
ERCCO received $17,900 or 70% of the grant funds awarded.  The County grants were
awarded to ERCCO to conduct the following eligible activities:

     Activity/
Project Budget

    Community Conservation Grant (July 1997)
Gateway Projects (e.g., community sign) $2,500                           
Marketing   1,500                           
Goodwill Ambassador (e.g., community liaison)    3,000                      

    
Trash Can/liner Replacement    3,000                           

Total Grant Award $10,000    

    Economic Development Grant (April 1998)
Small Business Seminars    3,000                           
Business to Business Monthly Newsletter    1,000                           

Total Grant Award    4,000    

    Community Conservation Grant (August 1998)
Organization Restructuring Seed Money   10,000    

    Department of Health, Bureau of
     Substance Abuse Grant (September 1998)

Essex Day ‘98 - Teen Drug Free Activity Area     1,400    

Total County Grant Awards $25,400    

In addition to County grant funds, ERCCO received funding from other sources (e.g.,
private donations) totaling $12,944 during the period under review.



5

Findings and Recommendations

Disbursements

   1. Documentation was not maintained or was inadequate to support
disbursements totaling $20,292.  Additionally, certain disbursements were
not properly approved.

During the period July 1, 1997 through November 23, 1998, disbursements totaled
$35,414.  Our tests of disbursements totaling $31,248 or 88% disclosed that
documentation was not maintained or was inadequate to support disbursements totaling
$20,292 or 65% of the disbursements tested.  For example, we noted that payroll
expenses totaling $15,667 were not supported by adequate documentation (e.g.,
employee time sheets) to indicate the work performed.  Additionally, we noted
numerous disbursements that were not properly approved.  Specifically, although the
by-laws require disbursements of $500 or more to have two authorizing signatures, we
noted 13 such disbursements totaling $11,344 which lacked two authorizing signatures.
 Consequently, there was a lack of assurance that grant funds were expended  on costs
related to eligible activities.

We recommend that adequate documentation supporting all disbursements be
maintained and retained for audit verification.  We further recommend that all
disbursements of $500 or more be properly approved. 

Eligible Activities

     2. Prior written approval was not obtained from the County for changes in
eligible grant activities or project budgets.  Additionally, certain activities
did not appear to be eligible or consistent with the purpose of the grant
awards.

The grant agreements require that prior written approval be obtained from the County
for any changes to eligible activities or project budgets specified in the grant
agreements.  However, our review disclosed that changes in eligible activities and
project budgets were not properly approved.  Additionally, we noted that certain
activities sponsored by ERCCO did not appear to be eligible activities or activities
consistent with the purpose of the grant awards.  For example, we noted that ERCCO
sponsored a Christmas tree lighting ceremony at a total cost of $9,800, including
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approximately $5,000 in County grant funds.  We also noted that ERCCO held a
Christmas dinner for Board members and their spouses at a cost of $227, as well as
other questionable activities for which a business agenda could not be provided.

We recommend that prior written approval be obtained for any changes in eligible
activities or project budgets and that funds be expended only on eligible
activities.

Requests for Grant Funds

     3. Requests for grant funds were not always supported by adequate
documentation.

As previously commented, the County awarded ERCCO $25,400 in grant funds, of
which ERCCO received $17,900, to further community revitalization and economic
development along the Eastern boulevard corridor of Essex.  Certain grants were
awarded on an installment basis and required that prior to the distribution of grant funds,
documentation be provided evidencing that grant funds expended to date were for
eligible activities.  However, our review disclosed that adequate documentation was not
always submitted to support the grant funds requested.  For example, canceled checks
were frequently submitted without the underlying supporting documentation (e.g.,
invoices).  Additionally, documentation supporting the purpose of the community
revitalization or economic development activity funded by the grant was not always
maintained or provided to the grantor agency as required by the grant agreements.

We recommend that documentation supporting the community revitalization or
economic development activity funded by the grant be maintained and reported
to the grantor agency as required by the grant agreements.

Management Fees

     4. Documentation supporting certain management fees totaling $5,000 was
not maintained.

On July 1, 1991, ERCCO contracted with the Essex Middle River Chamber of
Commerce (the Chamber) to provide certain management services (e.g., accounting
and record keeping services).  During the period July 1, 1997 through January 31, 1998,
ERCCO paid $5,000 in management fees to the Chamber.  However, our review
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disclosed that documentation supporting the services provided by the Chamber to
ERCCO was not maintained.  For example, we noted that accounting records (e.g.,
check registers, bank reconciliations, general ledgers) were not maintained. 
Consequently, we were unable to determine the propriety of the disbursements to the
Chamber.

We recommend that documentation supporting the services provided under 
management agreements be maintained and retained for audit verification.

Telephone Charges

     5. Documentation supporting the business purpose for all long distance
telephone calls was not maintained.

Our review of telephone expenditures, which totaled $2,210 for the period under review,
disclosed numerous long distance telephone charges for which documentation
supporting the business purpose of the calls was not maintained.  We were advised that
many of these calls related to the business affairs of the Chamber.  Although we noted
reimbursements from the Chamber totaling $284, documentation was not maintained to
determine that all long distance telephone charges relating to the business affairs of the
Chamber were properly reimbursed.

We recommend that documentation supporting the business purpose of all long
distance telephone calls be maintained.  We further recommend that all long
distance telephone calls unrelated to the business affairs of ERCCO be properly
reimbursed.



Audit Scope, Objectives and Methodology

We audited the Essex Revitalization Community Corporation (ERCCO), a non-profit
organization, for the period July 1, 1997 through November 23, 1998.  The audit was
conducted in accordance with generally accepted government auditing standards.

Pursuant to the authority contained in the Baltimore County Charter, Section 311,  the
objectives of this audit were to examine ERCCO’s financial transactions, records and
internal controls, and to evaluate its compliance with County grant requirements and
applicable laws, rules and regulations.  In planning and conducting our audit, we
focused on the entity’s financial operations.

Our audit procedures included inquiries of appropriate personnel, inspection of
documents and records, and observations of ERCCO’s operations.  We also tested
transactions and performed other auditing procedures as we considered necessary in
the circumstances to achieve our objectives.

The management of ERCCO is responsible for establishing and maintaining an
adequate internal control structure. The objectives of an internal control structure are to
provide management with reasonable, but not absolute, assurance that assets are
safeguarded and that transactions are processed in accordance with management’s
authorization and properly recorded. Because of inherent limitations in any internal
control structure, errors or fraud may nevertheless occur and not be detected. 
Compliance with County grant requirements and applicable laws, rules and regulations
is also the responsibility of ERCCO’s management.

Our reports on fiscal compliance are designed to assist the Baltimore County Council in
exercising its legislative oversight function and to provide constructive
recommendations for improving auditee operations. As a result, our reports do not
address activities we reviewed that may be functioning properly.

This report includes findings and recommendations relating to conditions that we
consider to be significant deficiencies in the design or operation of the internal control
structure that could adversely affect ERCCO’s ability to safeguard its assets or properly
record authorized transactions.  This report also includes findings and
recommendations relating to instances of noncompliance with County grant
requirements or applicable laws, rules or regulations. 






























