
ABC College  [Should be tailored to the individual campus]
Internal Control Review Template:  Procurement / Accounts Payable
Introduction:  The table below presents an example internal control review template with related control points that may be in place within the Procurement/ Payables cycle.  This is not intended to prescribe a “cookie-cutter” approach to internal controls; instead it is intended to represent a number of control points, out of which campuses should identify the most significant in maintaining its control over the purchasing and payables functions.  

Significant control points identified when mapping the processes, should be tested during an internal control review over this cycle. Other, less significant points should be described in the process flow narrative describing the campus’ Procurement cycle.  An example narrative is presented below, in the right-hand column.  It is the campus’ option to include the narrative in this format, or to present it as a separate document (such as a process overview or as campus-based procedures). For that reason, the example narrative below is “grayed out.”  If alternative documentation is utilized to describe the process in the internal control program workpapers, please feel free to remove the column.

The Procurement/ Payables objectives below are broken down into the following sub-cycles: Pre-Authorization, Bid Process, Purchase Orders/Contracts, Invoice/Voucher Processing, Receiving, Petty Cash, P-Cards, and Accounting/Reporting. 
Terms used in the template below may or may not be in widespread use at your campus.  Since the objective is for this document to be understood by a wide range of campus personnel, campuses are encouraged to substitute below the terms that are in widespread use among their staff.

Notes:

(1) Each broad area is divided into subcycles.   A subcycle is a sequence of related processes for which distinct objectives and risks can be determined.  

(2)  Campus must designate which of the control points that it deems to be significant or key, for testing as part of the IC review.   Only the significant control points are required to be tested.
(3)  In addition to noting a weaknesses and means of remediation, the control in place and the test performed should be noted in this column.  (This will help the campus enact and/or maintain the proper monitoring to identify control weaknesses in the future.)
	Objectives(1)
	Risk(s)
	Potential Control Point(s)(2)
	Suggested Control Test
	IC Review Conclusion(3) / Identified / Weaknesses; Action Taken
	Process Narrative (example wording)

	Pre-Authorization

	Ensure goods and services that are purchased by the campus, are authorized and are for the use of the campus in accomplishing its goals.
	Goods or services are purchased for use or benefit of a party other than the campus.

	· Purchase Requisition (PR) is reviewed, approved and signed by the head / department chair, or other appropriate individual. 

· Pre-authorization is required by the Budget Analyst before processing all PRs.  The Analyst initials the requisition.
Note: for campuses that have rolled out web procurement to all user departments, the PR form is no longer used. For those campuses, the control point is the approval screen on the web application.
· Users of goods and services are provided with training to give them familiarity with the rules over procurement, including pre-authorization, bidding, contract approval, purchase orders and receiving.
· Budget vs. Actual review is performed by the user departments on a timely basis, which not only reinforces general financial management, but also serves to capture significant unauthorized expenditures. 

	· For a judgmentally determined sample of payments, pulled from the payments register, (sample should reflect the number of departments with autonomy over procurement, the size of the campus in terms of students and State appropriations, and  history, if any, of control issues in the procurement area), trace back and obtain the purchase requisition from the file.  Determine if it was properly approved and dated prior to either the receipt of goods or performance of services. Determine if the Budget Analyst pre-authorized the requisition as well.  Finally, note the approval of the Purchasing Agent and/or Purchasing Manager- as dictated by appropriate dollar levels. Evidence of these approvals (user department head, analyst, or Purchasing) can be a signed-off form, or a printscreen from the web application that indicates the approval.
· Inquire as to when training was last performed to provide users with familiarity with procurement rules. 


	
	The Purchasing / Procurement Office is responsible for the procurement of commodities, goods and services for the campus with the exception of those considered to be direct-pay, non-procurement items.  Payments for these types of items & services are processed by the Accounts Payable Office.

· Purchases are initiated by the completion of a purchase requisition (PR) that must be signed* by the head / chair of the department, or other appropriate individual.  The PR should contain complete specifications (i.e., price, quantity, suggested vendor, model numbers, etc.) and be assigned a budget account number.

· PRs are then forwarded to the Budget Analyst who determines if there are enough funds remaining in the departmental account to make the purchase and whether or not the proper account code is being used.

*Note: for campuses that have rolled out web procurement to all user departments, the PR form is no longer used.


	· Secure goods & services at best value.
	· Cost overruns and waste. 
· Resources more limited for accomplishing other campus goals and objectives.


	
	· 
	
	· 

	· Obtain goods & services in accordance with the State & Campus rules, regulations and procedures.


	· Non-compliance with State rules leading to possible punitive actions.
· Circumvention of purchasing department by users engaging in confirming purchases.

	· The Purchasing Agent reviews the PR for all necessary information & documentation.  The Agent signs/initials it, then sends it to the Purchasing Manager for approval.

· Confirming purchases are strictly forbidden in the campus policies and procedures.

· The Purchasing Department Manager is alerted by Receiving about confirming purchases; he/she follows up to ensure procedures are enforced.

	(see above)
	
	· The PR is then forwarded to the Purchasing / Procurement Dept. for processing and is assigned a Purchasing Agent.

· The Purchasing Agent reviews the PR to determine if the vendor’s federal ID# is proper and if the price quoted appears to be reasonable.  That person also places the proper coding on the PR.  It is then sent to the Purchasing Manager for approval.
· Users are strictly forbidden from engaging in confirming purchases, as noted in the campus policies and procedures.

· Receiving personnel alert the Purchasing Department Manager about any goods received on a confirming purchase.   This may be detected by either the absence of a PO, or by the PO having originated from the user department rather than from the Purchasing area. The Purchasing Manager works with the user and his/her manager to ensure that future circumvention of the proper procedures do not recur.



	Bid Process

	· Vendors are selected according to applicable laws, regulations, and policies and follow good management practice to minimize cost and maximize quality.

· Laws and regulations for encouraging purchases from preferred sources, and minority and women-owned businesses, as well as the use of New York State vendors or the use of recycled and remanufactured products, are properly adhered to.
	· Improper selection of vendors, leading to cost overruns and/or quality lapses.

· Single-source or sole-source selection of vendor is made when not warranted, leading to non-compliance with State laws, and third-party liability.

· Exemption from reporting invitations to bid is taken without proper basis, leading to non-compliance with State laws, and third-party liability.
	· Throughout the bidding process, the Purchasing Manager is actively involved to make sure that proper bidding procedures, as detailed in SUNY procedure 7553 are being followed by the Campus.  This is achieved by reviewing & ensuring the following:
· If no quotes were obtained, then the Manager signs a statement of reasonableness of price for sole source purchases.

· If the bid process is exempt from contract reporter requirements, the reason for this exemption is documented and approved by the Manager.

· The Manager reviews to ensure the rules regarding soliciting M/WBE vendors, and the laws regarding preferred-source vendors, as well as rules on recycled and remanufactured products, are properly followed.

· Reviews all purchases valued $5,000 or less.

· For all purchases over $5,000, the Manager reviews & signs:

· Each bid document.

· Each quote received.

· All documents submitted to OSC, OGS or AG for approval.

· All POs.

This review is performed on a timely basis; i.e. before vendor selection is complete.

Regardless of dollar amounts:

· The Purchasing Manager selects and approves the final vendor.
· Proper segregation of duties exists over the bid opening process.

	· For each item in the sample chosen above, determine if the payment falls under the bidding rules set forth by SUNY and OSC.  For each item that falls under those requirements*, pull the Procurement Record and determine whether:

· Quotes were obtained.

· If required by scope, invitations to bid were advertised in the Contract Reporter.

· If sole or single source, ensure that justification was properly documented.

· If exempt from Contract Reporter listing, note documentation of reason, and approval by Purchasing Manager.

· Note whether documentation was retained of bid opening and selection process, and whether there were multiple parties involved

· Note approval by Purchasing Manager of vendor selection.

*if no items, or very few items, in the sample chosen above were required to be bid, then the sample should be expanded for this test only for the bid-related testing and contract-related testing.   
	
	· The Purchasing Agent proceeds to seek competitive price quotes as appropriate.  The type & extent of competition required depends on the dollar amount of the purchase.  Various State, SUNY, and campus policies require that the following procurement rules apply; please consult SUNY procedures #7553-7555:

· $125,000 or less – Purchases less than $125,000 can be made from certified minority & women-owned firms without competitive pricing.  Similar policy applies to the purchase of certified recycled & re-manufactured materials, or purchases from a small business.
· $10,000-$20,000 – the Campus places a planned procurement in the quarterly U-wide ad for planned procurements in the NYS Contract Reporter.  A mailing of advance notice is made to parties listed on a campus bidder list (created from respondents to the quarterly ad) for that particular product or service or the planned procurement.

· $20,000 and over – an ad specifically related to the purchase is placed in the NYS Contract Reporter for a minimum of 15 days before the bid opening date.  

· $50,000 to $125,000 – an ad specifically related to the purchase is placed in the NYS Contract Reporter.  A minimum of 3 informal bids, proposals or written quotations must be solicited from responsible vendors.
· $125,000 and over – an ad specific to the purchase is placed in the NYS Contract Reporter and a minimum of 5 sealed bids from responsible vendors is solicited.  

· State rules and laws regarding M/WBE and preferred source bidding are adhered to, with primary enforcement of these rules and laws in the domain of the Purchasing Agent, with review by Purchasing supervisor.

· The actual bid documents are maintained by the Purchasing Dept. in the event of a post-audit by OSC.

· Bid opening is regulated by formal procedures to avoid unchecked control by one person with power over the vendor selection process.

· Opening of bids is documented for the project files.

· When a proper bid is selected and authorized, the funds required as per the PR are encumbered, and the Purchasing Agent creates a purchase order (PO). 



	Purchase Orders/ Contracts

	· All PO’s are properly authorized


	· PO’s are issued by an unauthorized person or for an unauthorized purpose

· Orders are placed that exceed contractually set limits.

· Campus lacks evidence of authorization and validity of the purchase.


	· Director of Purchasing has the final approval on all purchase orders (POs).

· Contracts & agreements entered into by the Campus can only be signed by officials named on a list maintained by the campus of authorized signers.  This list is reviewed on for appropriateness on a periodic basis, by a selected level of management.
· The Purchasing Clerk reviews and approves the following: 
· The sequence of PO numbers assigned.

· Compares the batch control number with the PO number.

· The final PO by initialing it and stamping it as approved.

The PO is reviewed by the requisitioner to ensure accuracy & to note possible changes in price, vendor, etc.

· Physical and system access controls are in place to prevent unauthorized persons from using POs; cabinet is locked, automated PO function is restricted to Purchasing staff.

· Contract History Report (ENC060) is reviewed, showing activity and encumbered and unencumbered balances.

· Campus maintains supporting documentation of PR, PO, Invoice, Receiving Reports, etc. for the amount of time called for in the campus procedures.   

	· For the same judgmental sample used above, for each item trace back to and obtain the PO.  Note proper approval, according to its dollar amount.

· For each item for which a contract is applicable, noted whether the contract was signed as per the SUNY Procurement Policy.

· Note proper approval by Purchasing Clerk

· Ensure the PO was issued by a properly authorized Purchasing staff person.

Inquire and observe with the purchasing staff on the following:

· Are PO numbers in sequence?  Check a log of PO’s.  Note control over physical PO’s, if applicable.

· Determine who has access to PO’s and how frequently that access is checked.

· What reports, if any, are consulted to determine the status of open contracts and PO’s?

· With assistance of the processing clerk, attempt to reuse a previous PO number.


	
	Contracts 

The Purchasing Office is responsible for assisting & advising departments in preparing & processing service, consulting and miscellaneous contracts.

· Formal contracts / agreements are required for all services and consulting arrangements in which:

· There is an exchange of monies between the Campus and the contractor (expenditure & revenue);

· The terms & conditions of an agreement exceed those which can be represented on the PR;

· The Campus provides consideration other than money (e.g., the services of faculty and/or students, use of the campus facility, etc.).

· Departments planning to retain the services of a contractor may use standard consultant or service contracts developed by SUNY and approved by the NYS Attorney General and the NYS Comptroller.

· Contracts are subject to the same competitive bidding and/or quoting requirements as purchases.  Therefore, the dollar limits detailed above are also applicable to expenditure contracts.

· Expenditure contracts over $250,000 are approved by the Campus and the offices of the NYS Attorney General and the NYS Comptroller.

· Revenue contracts over $10,000 are approved by the Campus, by the offices of the NYS Attorney General and the NYS Comptroller.

· Campus uses a checklist when putting together a contract package for OSC, so that all information and documentation required by OSC is included.  This checklist is prepared by the purchasing area and reviewed and signed off by someone senior to the preparer, before the contract package is sent to OSC.

· ENC060 and CON260 reports are generated by OSC that shows contract details and list contracts that have been audited, respectively.  These enable monitoring by OSC, University Procurement, and University Audit.

· ACL report is generated by University Audit periodically to identify contract activity over a period of time; doing this can reveal contracts that have spending greater than the flexibility limits.

· An RFP is typically issued for large dollar amount contracts, very technical purchases (such as computer or scientific equipment), or contracts that span a number of years.

· Some types of contracts also require SUNY System Administration review and/or approval.  These are:

· Multi-campus agreements

· Contracts with campus-related organizations, i.e., faculty-student associations, alumni associations, foundations, etc.

· Contracts pertaining to capital facilities, such as construction contracts, building maintenance services, repair or rehabilitation of facilities and real property leases.

Purchase Orders

· The secretary for the Purchasing Dept. logs each PR into a logbook and assigns it a PO# which is entered onto the PR.

· The funds for the purchase are then encumbered in the SUNY budget accounting system using SUPO.  A PO is then created using SUPO and when the PO is printed off of the system, the system produces a batch control number, which is entered onto the PR.

· Copies of the PR and the PO are returned to the requisitioner.

· A copy is mailed or faxed to the vendor, an Accounts Payable Clerk and a copy without the quantities of items ordered is forwarded to Central Receiving, located in the warehouse.

· The PO directs the vendor to deliver the goods to the Central Delivery and to mail the invoice to the Accounting Dept. A copy is given to the Accounts Payable Dept.

· Every purchase transacted through the Purchasing Office is subject to audit using the number by the offices of the Campus, SUNY and the State.  It is therefore necessary to maintain complete and sufficient documentation, which is able to withstand audit standards.

· Procedure is in place with purchasing agent and management, to update system and notify Business Office staff responsible for voucher processing of any changes or amendments to active contracts.

· The dollar amount of a purchase and nature of the item(s) being purchased may require additional information or documentation, such as:

· Sole source justifications

· Waivers from the appropriate administrative office

· Detailed specifications of item(s) to be purchased

· A statement of reasonableness of price for sole source purchases.

Record Retention

Contracts and PO’s, as well as all other documents relating to the procurement cycle (Purchase Requisition, Invoice, Receiving Report), are retained for at least _____ years.   (Campus-determined period)


	· To execute contracts according to State requirements.
	· Contract will be rejected by the Office of the State Comptroller (OSC)

· Work is initiated, or goods are ordered, before approval has been provided by OSC.

· Contract amount is within flexibility limits but activity then exceeds those limits without the review of OSC.
	· Campus uses a checklist when putting together a contract package for OSC, so that all information and documentation required by OSC is included.  This checklist is prepared by the purchasing area and reviewed and signed off by someone senior to the preparer, before the contract package is sent to OSC.

· ENC060 and CON260 reports are generated by OSC that shows contract details and list contracts that have been audited, respectively.  These enable monitoring by OSC, University Procurement, and University Audit.

· ACL report is generated periodically by University Audit to identify contract activity over a period of time; doing this can reveal contracts that have spending greater than the flexibility limits. 
	· For each item in the sample* that required a contract that met the OSC scope, determine if the contract package checklist was properly used and reviewed.  Note whether the checklist was retained and whether the review was evidenced with a sign-off.

*Just as in the bidding section of this testing, there will be many items in the original sample that do not require the contract and checklist process. As a result, it will be necessary to expand the sample for this test only.  See expansion of the sample done in the bid section of this testing program, above.
	
	

	To ensure unauthorized payments are not attempted by subverting legitimate POs and other controls.
	· Open PO is misused for an improper purpose unrelated to the original purpose
	All open POs are followed up on periodically; if goods have been in fact received or services have been performed since prior review, the PO is closed.
There is a review of open encumbrances- report SUPO7080 or equivalent- performed on a monthly basis
	
	
	

	· To ensure contract changes and amendments are properly noted so that payables get posted and payments get made timely and accurately.
	· Contract changes and amendments are not properly communicated, leading to mismatching during voucher processing, and payment errors.
	· Procedure is in place with purchasing agent and management, to update system and notify Business Office staff responsible for voucher processing, of any relevant changes that take place.

	
	
	

	Receiving

	· Ensure that receipts are completely and accurately entered.


	· Goods & services received not entered into accounting system or in the case of fixed assets not properly tagged and/or logged into the Property Control System (PCS).

	· The Receiving Staff or Manager promptly prepares, reviews and approves / initials the following:

· Receiving Report (RR)

· Verification of receipt of goods & services.

· Comparison of PO, shipping documents & RR with the quantity and description of goods received.
· Physical security measures are in place to safeguard goods that have been received but not yet distributed.
· The RR is co-signed by the department chair.
The employee receiving the services reviews & approves the invoice for payment.  In this process the individual responsible for this process examines supporting documents to check for any unusual features.

· See below for description of three-way match.
· See the Property Control controls workplan for description of receiving controls for fixed assets.
	· For the items among the sample of payments selected above, specifically for the ones involving the purchase of tangible goods, trace back to and obtain the receiving report.  Note stamp or sign-off by Receiving staff person.  Note also managerial sign-off.

· For services purchased, note review of invoice done by user.

· Compare receiving report to PO.  Note how any discrepancies between the two documents are handled at receiving point.

· Observe and take notes on the receiving process.  Walk through, i.e. take example copies and print screens of all of the documents and processing steps done for a receipt as it takes place, from receiving dock to put-away.  Ensure access to received goods is adequately restricted.

	
	· Shipments are received at the Central Receiving.

· The Receiving Clerk, using the PO received from Purchasing Dept., documents the amount received for each item listed on the PO on the Receiving Report (RR).  It is sent to the Receiving Manager for approval.

· If the goods are damaged, they will be rejected and the Receiving Dept. will notify the Accounts Payable Dept. to withhold the invoice for payment processing.

· Once the goods have been accepted, the ordering department is notified to arrange for delivery.

· Upon receipt of the goods by the ordering department, the department secretary signs the RR.

· The RR is then forwarded to the Accounts Payable Dept. along with any packing list, bill of lading, invoice or other pertinent documents included with the shipment.

· For receipt of services, the original vendor invoice is forwarded to the department “receiving” the services.  The employee who “received” the services then signs the invoice and returns it to Accounts Payable Dept.

· Utilities are purchased under State contracts (i.e., gas, electric, etc.).

· Specific procedures exist for the receiving of fixed assets into the Property Control System (PCS).  See the Property Control cycle narrative for more detail on those procedures.



	· Ensure goods received have been properly checked before campus assumes responsibility for them.
	· Incorrect or incomplete shipments are received, or goods are damaged but not refused.

	
	
	
	

	Invoice/Voucher Processing

	· Only valid and accurate payments are made.


	· Payment made to invalid vendor.

· Payment is made to incorrect vendor.

· Payment made for incorrect amount.

· Duplicate payment is made.


	· The Accounts Payable Clerk verifies the purchase authorization, receipt and accuracy of vendor billing.  The clerk initials and dates the three documents (RR, PO and vendor invoice).

· The A/P Manager reviews & signs off on the final voucher after comparing PO with RR and invoices.  He then forwards it to OSC for vouchering.

· Access to the Quick Pay System is restricted using a unique password & User ID.  

· Access is monitored by management via a periodic review of users and their access rights.

· Access rights to perform data entry are segregated from rights to perform certification functions for Quick Pay vouchers.

· Access rights are segregated between PO creation and voucher processing.

· Access rights to create a new vendor are properly restricted.

· The Financial Analyst does an independent certification of Quick Pay transactions and sends them to the Director of Finance or the VP of Finance & Administration for approval.

· The system does not allow vouchering against a PO# that has already been vouchered.

· Check stock for local disbursement account (mainly student refunds) is properly secured.  Access is restricted to the Business Office staff, in a locked cabinet, with a log indicating what check numbers have been taken.

· Local disbursement responsibilities, including student refunds, are segregated from handling of cash or checks from tuition, fees, and other revenues; also segregated from bank reconciliation responsibilities. 

· Check signer(s) do not mail checks directly to vendors.

· Check signer privileges are restricted and reviewed.

· To further reduce risk of duplicate payment, invoices are canceled when they are processed.


	· For the items in the judgmental sample, trace to the voucher package, and agree the invoice to the PO and RR.

· Note approval of voucher package.

· Perform inquiry and observation of voucher processing.  With A/P processing staff person, attempt to post a voucher without approval by someone other than the person who entered it.  Also attempt to process against a closed PO.

· Note whether the Quick Pay voucher or batch was certified by the Financial Analyst or reviewed by the campus Director or VP of Finance.

· Note whether the invoice was canceled.

· Obtain a listing of authorized users to Quick Pay.  Determine if the list is current.

· Review a report of users and their access rights.  Determine if anyone’s rights exceeded their proper authority.

· Perform inquiry and observation of check stock custody (for local bank and petty cash account disbursements).  Note whether the check stock is kept in a locked cabinet, and whether there is a log evidencing the control of stock by check number.  Review the most recently used check number per the log, against current check stock to ensure sequence is kept.

· Note segregation of duties between local check handling and potentially conflicting duties such as cash receipts handling, bank reconciliations.  If potential conflict exists, note whether the there is a review process to reduce the risk of misstatements or fraud.

· Obtain list of check signers that are maintained with the local bank.  Note current status of signers.


	
	· The Accounts Payable Clerk reviews all the purchase-related documents before vouchering.

· The quantities received per the RR are matched to the PO and to the vendor invoice, and the prices per the PR are matched to the vendor invoice.

· If any discrepancies are noted, the clerk will call the vendor to settle the discrepancy.

· For partial deliveries, the clerk stamps “Partial Shipment” on the invoice and the PO to indicate that the corresponding invoice is for a partial payment and the PO number should be kept open in the system.

· For full shipments, the clerk stamps “Closed” on the PO.

· If no discrepancies are noted, the clerk forwards the package to the Accounts Payable Manager before sending it to authorized personnel for vouchering.

· If an individual invoice is for less than $2,500 (vendor & travel threshold is $2,500 each), it is vouchered through Quick Pay.  This allows for entry of the payment into the system and electronic submission of the voucher to OSC.  The Campus does not submit the documents supporting the purchase to OSC, but maintains them in a file on-site for post-auditing by OSC.

· A copy of the Quick Pay voucher is printed off of the system & stapled to the original PO.

· Access to the Quick Pay System is restricted using a unique password & User ID.  

· Access is monitored by management via a periodic review of users and their access rights.

· Access rights to perform data entry are segregated from rights to perform certification functions for Quick Pay vouchers, as well as other overlapping control functions such as PO creation and voucher processing.

· At the end of each day they are sent to the Financial Analyst for signature.

· For purchases of over $2,500, a hard copy of the voucher is printed off the system & sent to the Finance Director for approval.

· Accounts Payable Clerk can only process vouchers approved & signed by the Financial Analyst.

· One copy is forwarded to OSC along with the original vendor invoice and other required documents.  Another copy is stapled to a copy of the vendor invoice, in addition to the rest of the supporting documentation (PR, PO & RR) and filed.

Check stock for the local disbursement account, mainly used for student refunds, is kept in a locked cabinet, with access limited to the designated Business Office staff members.  There is a log kept with the check stock, showing the check numbers of the stock that has been used; this log is updated as checks are used.

· Check signer privileges on the local account are limited to personnel selected by senior management.  The list of signers is periodically reviewed with the bank to ensure non-authorized or former employees are not included.

· To further reduce risk of duplicate payment, invoices are canceled when they are processed.  This is incorporated into the payables processing desk procedures and staff training.



	· Timely payment of vendors.
	· Late payment; finance charges are incurred.


	· Periodic review is performed on open A/P register; follow-up is done of long-outstanding unpaid vouchers/batches.

· “Prompt Payment Reports” (i.e. reports off of OSC system identified by U Procurement Dept as useful for identifying late payments such as SUVC 7020, VOU632, etc.) are run by the campus and reviewed by the Business Office.


	· Inquiry and observation of campus procedures to review outstanding A/P, prevent the overlook of payables, and to detect overdue payments.  Walkthrough the procedures for the current or a recent month, and collect a documentation trail.
	
	· The Accounts Payable clerk reviews the unpaid vouchers on the open A/P register.  Any long-outstanding unpaid vouchers (over 30 days past invoice due date) are followed up with Purchasing and/or the payment requestor.

	· Budget, time, and donor restriction constraints are properly followed.
	Payment is coded to wrong account.

Payment is made despite lack of budget availability

Use or time restrictions placed on funds are ignored.


	· Coding is reviewed by A/P staff during voucher processing.
	· For sample items selected above, note if the payment was coded and posted to the proper account and fund.
	
	· The PR is then forwarded to the Budget Analyst for approval. The Budget Analyst determines if there are enough funds remaining in the budget account to make the payment and whether or not the proper account code was actually used.  The PR is then initialed and sent to A/P for processing.

· The appropriate individual approves & signs it, then sends it back to A/P.

The A/P Manager compares the manual log with the system print-out and dates & initials both.

	Petty Cash Use

	· To ensure petty cash is secure and used for valid purposes.


	· Petty cash usage is unauthorized


	· The petty cash voucher is reviewed and signed by the Budget Analyst.

· Petty cash funds are physically secured; access is limited to designated staff.

· The A/P Supervisor reviews the Travel Voucher for the reasonableness of expenses & signs it.

· As part of the monthly account reconciliation process, the Director of Finance reviews the sequence of pre-numbered receipts used during the month.  The Director then signs & dates it.

· The Petty Cash Account reconciliation is reviewed and signed by the Director of Finance.


	· For a sample of petty cash transactions (Sample size dependent on number of transactions and size of dollar amounts kept in petty cash.  If there are multiple petty cash accounts, coverage of those accounts should be considered), trace back to payment documentation package and note proper reviewed and approval.  (This testing could be performed simultaneous with the sample cycle testing done above.)

· Inquiry and observation of the custody over petty cash- note use of locked cabinet or safe, and restriction of access to appropriate staff.

· Inquiry and observation of petty cash reconciliation process; if monthly, take a sample of a recent three months of reconciliations and note timely approval. 

· Note proper sequence of pre-numbered petty cash vouchers.
	
	The Campus is allowed by OSC to maintain a ‘petty cash’ account at the local bank.

· The account is used mainly for advances made to the Campus’ petty cash fund (maintained by the Bursar) and to the Athletic Dept. for team travel expense.

· Requests for fund advances are made to the A/P Clerk.  The requests are made using the Campus’ Purchasing Requisition (PR) form, and supporting documentation is required.  A description of the nature of the request along with other pertinent information is included on the PR.

· The A/P Clerk manually types a check made out to the employee and forwards it to appropriate individual for approval & signature.

· The A/P Clerk enters the check into a manual log as well as into the Petty Cash System.  At the end of each day, the A/P clerk gives the manual log a and a hard copy print-out of the system to the A/P Manager for approval

· For the Athletic Department cash advances, the check is given to the Athletic Director.

· Accountability for the advances to the non-employee coaches lies with Athletic Director.

· The check is then cashed by the employee at the local bank.

· The A/P Clerk then enters the check disbursement into the Campus’ Automated Cash Advance System.

· Upon return, the individual completes a Travel Voucher in order to account for all of the funds expended.

· The Travel Voucher is entered into the system & printed out for signature by the A/P Supervisor.

· The Travel Voucher is approved & signed by the Athletics Director.

· In order to prevent advance of funds to an individual who has not turned over unexpended advances, the A/P Clerk checks the system each time a request for a petty cash advance is received to determine whether there are any outstanding balances for the individual.  If so, a new check is not issued until the previous amount owed is turned over.

· When cash is turned over, the A/P Clerk gives the funds to the A/P Supervisor who prepares a deposit slip and enters the deposit slip number and the amount received into a notebook.

· The deposit slip and the cash are taken to the Bursar for deposit in the bank.

· The pre-numbered receipt for the cash is obtained from the Bursar.  The Bursar keeps a manual record of receipts by the sequence number.  At the end of each month the Bursar forwards it to the Finance Director for review.

· The account activity is recorded in the Peachtree G/L package by the Financial Analyst based upon entries in manual check disbursement log and deposit records.

· A control account is maintained in Peachtree for receivables.

· A deposit slip validated by the bank is returned from the Bursar to A/P Clerk who checks the amount against what was posted to the notebook.  The balance in the Petty Cash account is reconciled from Peachtree to the statement received from the local bank monthly by the Accountant.

· For the onsite Petty Cash Fund (which is maintained at $1,500) employees present the Bursar with a receipt in order to obtain cash.

· For replenishing the account, the receipts are forwarded to Accounts Payable Clerk who creates a voucher for submission and sends it to the Budget Analyst.  The A/P Clerk enters the voucher into the system and mails the voucher to OSC.

· OSC will then deposit via EFT in the local bank.

· The A/P Clerk initiates deposit of the check to the local bank via a procedure for deposits noted above.

· The account is reconciled to the $1,500 imprest balance to determine if a record of all amounts owed has been kept.



	To ensure petty cash advances are properly handled and tracked.
	Advances are not properly tracked; individuals receiving funds are not paying or offsetting those funds on a timely basis.
	
	· See above reconciliation test
	
	· 

	Procurement Card Use

	· To ensure proper use of procurement cards in payments of authorized amounts.

· To encourage the use of P Cards to reduce check volume, reduce staffing burden and streamline A/P process.

· To ensure the P Card use is monitored and conforms to campus policy.
	· Card is misused, leading to unauthorized or improper spending.

· Lack of card reconciliation enables card misuse or error to go unrecognized.

· Sales tax exemptions are not taken on P Card transactions, and then are not followed up for recovery.
	· Card holders are trained on P Card procedures.

· There is a set of formal written procedures given out to all P Card holders.

· P Cards are controlled and restricted to authorized card holders, the list of which is periodically reviewed.

· P Cards are reconciled monthly, on a timely basis, and that reconciliation is reviewed by the card holder’s manager.

· Credit limits are set by managers.

· P Card usage is monitored regularly, and unauthorized use is followed up on a timely basis.

· Invalid or unused P Cards are canceled and destroyed.

· P Card training and procedures noted above include instruction on how to claim exemption from sales tax.  Recoveries are performed by the Business Office as needed, if tax is paid incorrectly.
	· Obtain monthly registers of P Card payments for a sample of card holders (sample size to depend on number of card holders on campus).   Review monthly registers, trace back to receipt packages kept in the Business Office.  Note whether usage is proper.

· For samples users and months, note whether reconciliation was done and reviewed on a timely basis.

· Obtain list of P Card holders- note whether they are current employees, whether card holding privileges appear reasonable, and whether credit limits appear reasonable.

· Inquiry and observation on P Card cancellation procedures.

· Inquiry and observation on sales tax recovery procedures.

· Inquiry and observation on P Card procedures manual and training done on campus.


	
	· Card holders are trained on P Card procedures.  This training is mandatory and a prerequisite for being issued a P Card.  

· New PCard holders are given a set of formal written procedures.  These procedures make it clear the rights and responsibilities of holding a P Card, and make it clear that violation of University or campus policy will result in Card forfeiture and/or other punitive action as management sees fit.

· P Cards are controlled and restricted to authorized card holders, the list of which is periodically reviewed.

· Credit limits are set by managers.

· P Card usage is monitored regularly, and unauthorized use is followed up on a timely basis.

· Invalid or unused P Cards are canceled and destroyed.

· P Card training and procedures noted above include instruction on how to claim exemption from sales tax.  Recoveries are performed by the Business Office as needed, if tax is paid incorrectly.

	Accounting and Reporting

	To ensure completeness and accuracy of accrued liability balances
	Accrued liability balances are understated or incorrect on the balance sheet; period expenses are not recognized.
	· See above control on review of open PO’s.

· Accounts Payable subledger is periodically reconciled with the financial statements.

· Bank reconciliations were performed on local disbursement and petty cash accounts.
	· Obtain a sample of recent A/P subledger to G/L reconciliations, as well as a sample of local disbursement account and local petty cash bank reconciliations.   Note that recs were prepared and reviewed on a timely basis, and that reconciling items, if any were followed up properly.
	
	· See above process description on review of open PO’s.

· Accounts Payable subledger is reconciled with the financial statements as part of the monthly close process.  There are desk procedures to document the method of performing and documenting this reconciliation.

	To ensure 1099 rules are properly followed.
	Vendors paid from local bank accounts that require 1099 issuance, are not provided with 1099s.
	· A/P procedures and training of Business Office staff includes guidance and rules for compliance with Form 1099 operating and processing requirements.
	· Inquiry and observation of Form 1099 procedures, with walkthrough of an example vendor identified as requiring a Form 1099.
	
	· A/P procedures and training of Business Office staff includes guidance and rules for compliance with Form 1099 operating and processing requirements.
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