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November 14, 2006 
 
Mr. William G. Ross, Jr., Secretary 
North Carolina Department of  

Environment and Natural Resources 
Archdale Building 
512 North Salisbury Street 
Raleigh, North Carolina  27604 
 
Dear Mr. Ross: 
 
We received notification through the State Auditor’s Hotline alleging that management at the 
North Carolina Department of Environment and Natural Resources (DENR), Division of 
Pollution Prevention and Environmental Assistance (Pollution Prevention), did not perform 
yearly performance evaluations of employees. The following findings and recommendations are 
based on our investigation of this matter. 

Noncompliance with State Personnel Regulations  
We requested work plans and appraisals from Pollution Prevention for the four-year period May 
1, 2001 through April 30, 2005.  Based on the nineteen work plans and performance appraisals 
provided in response to our request, Pollution Prevention did not complete work plans and 
appraisals for 84% of the 116 potential appraisals for the four-year period.  To determine if this 
rate of noncompliance was isolated to Pollution Prevention we also reviewed documentation for 
the Division of Forest Resources (Forest Resources) and the Division of Water Quality (Water 
Quality). 

The Administrative Section of Forest Resources, consisting of 20 employees, did not have work 
plans and performance appraisals initiated or completed for the work cycle May 1, 2005 through 
April 30, 2006.  A Forest Resources personnel employee said they had a new section chief who 
was too busy to complete the appraisals and the appraisals were not considered a “high priority.”  
In addition, there were no manager signatures on 28% of Forest Resource’s 106 sampled 
appraisals for the three year period May 1, 2003 through April 30, 2006. 

Fourteen percent of Water Quality’s 114 sampled work plans for the three-year period May 1, 
2003 through April 30, 2006 were not completed at the beginning of the work cycle.  Work plans 
were either signed at the interim review or at the year-end performance appraisal.  Water Quality 
personnel said some supervisors, due to staffing changes, may not have received an employee’s 
work plan in time to review it with the employee at the beginning of the cycle.  



 
Mr. William G. Ross, Jr., Secretary 
November 14, 2006 
Page 2 

According to North Carolina General Statute § 126-7(c) (2), an agency “…shall have an 
operative performance appraisal system…that adheres to modern personnel management 
techniques and practices…”  An operative system includes, among other components, an 
individual work plan at the beginning of the review cycle and a performance appraisal at the end 
of the review cycle, as stated in 25 North Carolina Administrative Code 01O .0201 and .0202.  
Section 10 of the State of North Carolina State Personnel Manual requires that both the work 
plan and performance appraisal “…be dated and signed by the employee, the supervisor, and the 
supervisor’s manager.”  DENR’s SOP Manual, Section 12-A, Managing Quality Performance, 
incorporates the above state regulations.  Thus, based on the results of our investigation, DENR 
management has failed to ensure compliance, in at least three divisions, with state personnel 
regulations. 

According to the State Personnel Manual, every state agency should have a system for managing 
employee performance with a two-fold purpose:  (1) establishing, monitoring, and evaluating 
organizational goals, and (2) establishing individual expectations, monitoring progress, and 
appraising performance.  In addition to providing feedback to employees, Performance 
Management Systems also provide a basis for various personnel actions, including promotions, 
disciplinary actions, and compensation adjustments.   
 
Recommendations 
DENR Management should develop a corrective action plan to ensure compliance with state 
personnel regulations governing Performance Management.  The plan should include a 
mechanism to monitor compliance with the requirements of the state’s Performance 
Management System.    
 
Please provide your written response to these findings and recommendations, including 
corrective actions taken or planned by November 28, 2006.  In accordance with North Carolina 
General Statute §147-64(c)(12), the Governor, the Attorney General and other appropriate 
officials will receive a copy of this management letter.  We appreciate the cooperation received 
from the employees of the Department of Environment and Natural Resources during our review.  
If you have any questions or wish to discuss this matter further, please contact us. 

Sincerely, 
 

 
 
Leslie W. Merritt, Jr., CPA, CFP 
State Auditor 
 
 

 

Management letters and responses receive the same distribution as audit reports.
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