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PURPOSE:   To provide an update on FY 2016 Volunteer Fire and Rescue Control Maturity 
Financial Assessments. 
 
 
BACKGROUND:  On July 1, 2014, the Board of Supervisors enacted Chapter 258 of the Codified 
Ordinances of Loudoun County establishing the Loudoun County Combined Fire and Rescue 
System (LC-CFRS). Chapter 258.08 provides the following:  
 

“FINANCIAL AUDITS: This hereby establishes that there shall be regular financial audits of 
all volunteer companies using appropriate audit procedures as prescribed by the Loudoun 
County government with full cooperation of the companies, the LC-CFRS governance 
structure and the System Chief.”    

 
To assist the companies to prepare for these financial assessments, and to raise awareness of 
potential fraud risks given prior financial irregularities in two companies, staff implemented a 
phased approach.   
 
The County first engaged Cherry Bekaert, L.L.P., to conduct a Financial/Fraud workshop for 
volunteers responsible for managing the company’s financial assets to discuss ways to detect and 
avoid fraud, and methods of establishing and maintaining strong internal controls for good 
governance.   This workshop was conducted on September 25, 2013.   
 
On February 18, 2014, Cherry Bekaert conducted a kickoff meeting for the next phase - the 
Accounting Controls Project.  This stage involved performing site visits to walk through existing 
procedures involving cash management, assessing fire station practices compared to best practice, 
and identifying gaps in internal control procedures.  The results of this project produced the 
Accounting Controls Project Risk Advisory Report.  This report outlines the results of Cherry 
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Bekaert’s review of existing financial policies, procedures and governance; procedures around 
cash transactions and other uses of cash (i.e. inventory and equipment); financial reporting 
documents; and internal controls.  The report, shared with the Administrative Operations 
Committee (AOC) (i.e., elected volunteer company presidents) and all companies, serves as the 
baseline for the auditors, AOC and Finance/Government Operations and Economic Development 
Committee (FGOEDC) to evaluate progress made towards meeting recommended best practices 
during their upcoming financial review at each company. 
 
To further assist each station in understanding these best practices, the third phase of 
implementation was the creation of the Financial Policies and Procedures manual which describes 
the accounting policies and procedures recommended to be used by the Volunteer Fire and Rescue 
Companies taking into consideration “Best Practices” for larger and smaller companies.   This 
manual was shared with all volunteer companies during the AOC Meeting on November 13, 2014, 
and serves as a foundation and guidance to ensure continuity as newly elected Treasurers assume 
responsibility.  
 
ISSUES:  Over the past six months, Cherry Bekaert met with five volunteer companies selected 
for the FY 2016 financial assessment by the AOC.  These volunteer companies include:  
 

• Hamilton Volunteer Rescue Squad,  
• Lovettsville Volunteer Fire & Rescue Company,  
• Lucketts Volunteer Fire Department,  
• Purcellville Volunteer Rescue Squad, and  
• Sterling Volunteer Fire Department.  

 
Meetings were held with the representatives of the five companies to draft a plan of internal control 
procedures to be conducted, and to tailor these procedures to account for the size and complexity 
of each Company. An internal control maturity assessment was conducted, which included 
meeting with management at each company to review financial roles and responsibilities, policies 
covering conflicts of interest, budgeting, financial reporting and suspected fraud.  The auditors 
also conducted an inspection of evidence and tested a sample of transactions and procedures 
covering cash receipts, cash disbursements, purchasing, member reimbursements and credit/debit 
card usage.   
 
Attached (Attachment 2 - 6) are the final Internal Control Maturity Assessments for each of the 
five Companies participating in the FY 2016 review.  Three levels of Internal Control Maturity are 
used to assess the level of formalized policies, processes and procedures.   
 

Formal:   Procedures consistently performed, performance is evidenced and formally 
documented 

Defined: Procedures consistently performed, performance evidenced, but not documented 
Informal: Not consistently performed, performance is not evidenced or documented 
 

Each report was shared with the Company’s leadership, and the Chair of the AOC in August.  The 
attached reports include comments by the Companies in response to the auditor’s findings. 
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Additionally, Cherry Bekaert has prepared a Summary of Observations by Company which 
outlines the current Maturity Assessment compared with the findings from the Accounting 
Controls Project reports issued on July 30, 2014.   
 
As requested during the October 13, 2015 FGOEDC meeting, a process to address financial 
assessments that fail to meet minimum standards has been developed (Attachment 7).    
 
As a result of the 2016 Financial Control Maturity Assessments, one Company has been identified 
as having internal control weaknesses increasing the risk of inaccurate reporting, loss of assets and 
fraud.  Staff is working with that Company to develop and implement policies to address these 
control weaknesses within a ninety day timeframe.  Additionally, to further mitigate risk, the 
County has placed a hold on future contributions to that Company only until financial policies and 
procedures have been implemented.  During this time, the County will ensure that financial 
obligations requiring access to county contributions are paid.  Additionally, one Company from 
the 2015 assessments has been identified as having internal control weaknesses that have not been 
fully addressed.  Staff is working with that Company to implement new policies and procedures 
within ninety days.  
 
To address the continuity of financial operations with new Presidents and Treasurers, staff is 
developing an annual fraud training and information on the internal control maturity assessment 
process to be shared during the Orientation of new Volunteer Fire & Rescue Administrative 
Officers.   

 
FISCAL IMPACT:  There is no fiscal impact as the assessments are part of the approved internal 
audit function authorized by the Board of Supervisors. 
 
ATTACHMENTS:  
 

1. Internal Controls Maturity Assessment Summary of Observations by Company 
2. Loudoun County Fire and Rescue Companies Internal Control Maturity Assessments 

for Hamilton Volunteer Rescue Squad  
3. Loudoun County Fire and Rescue Companies Internal Control Maturity Assessments 

for Lovettsville Volunteer Fire & Rescue Department 
4. Loudoun County Fire and Rescue Companies Internal Control Maturity Assessments 

for Lucketts Volunteer Fire Department 
5. Loudoun County Fire and Rescue Companies Internal Control Maturity Assessments 

for Purcellville Volunteer Rescue Squad 
6. Loudoun County Fire and Rescue Companies Internal Control Maturity Assessments 

for Sterling Volunteer Fire Department 
7. Financial Controls Maturity Assessment Follow-up Policy 
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ATTACHMENT 7 

Financial Controls Maturity Assessment Follow-up Policy – Effective 08/01/16 

Purpose: 

Audit follow-up is an integral part of good management, and is a shared responsibility of both the 
Volunteer Fire and Rescue Officials and auditors.  Corrective action taken by VFR Officials on identified 
findings and recommendations is essential to improving the effectiveness and efficiency of financial 
operations.  This policy defines the requirements and responsibilities for reporting, tracking, and 
resolution of audit and control maturity assessment findings and recommendations. 

Policy Statement: 

Audits and financial assessments are management tools used to detect fraud, waste and abuse, validate 
internal controls and promote effective risk management.  Audit resolution and follow-up are critical to 
ensure that VFR companies employ best practices in financial management. 

Background: 

During fiscal year 2015, the results of the first five companies’ Internal Control Maturity Assessment was 
presented formally to the Finance/Government Services and Operations Committee (FGSOC) of the Board 
of Supervisors.  A recommendation was made during that meeting for a policy to be established to follow-
up on the timely implementation of recommendations made in the “Informal” category which indicates 
certain policy, procedures and controls are not consistently performed, or performance is not evidenced 
and not documented.   

Actions: 

1. Responses to Internal Control Maturity Assessments and Audit Reports – Companies are provided 
an opportunity to respond to the findings when they are in DRAFT form.  Once the Company has 
concluded its remarks, and the reports are finalized, companies are asked to acknowledge receipt 
of the final report.  Thereafter, within 30 days, companies are asked to provide a written plan as 
to how they intend to improve policies and procedures identified as “informal” to the Chair of the 
AOC.   
 

2. For Control Maturity Assessments, special focus should be given to those areas identified as 
“Informal” – assessed area not consistently performed, performance is not evidenced and not 
documented.  The manual entitled Financial Policies and Procedures provides recommendations 
and examples of best practices for each of the evaluated areas.  Each Company is expected to 
provide the Chair of the AOC an update on their plan of improvement at the 6-month post report 
issuance date.   
 

3. Cherry Bekaert will conduct a follow-up on planned corrective actions for all “Informal” findings 
of the previous years’ assessments during the following audit cycle.  This will include additional 
testing, when necessary, and documentation of the implementation of these action steps to 
address identified internal control weaknesses or gaps. 
 

4. A report detailing the extent to which each Company has addressed areas identified as needing 
improvement will be made to the AOC and the Board of Supervisors through its Finance 
Committee.  
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