City of Houston
Judy Gray Johnson
City Controller

IT Contract
Compliance
Internal Audit
Texas Department of Information Resources

REPORT NO. 03-17

January 28, 2003

August 22, 2003
The Honorable Lee P. Brown, Mayor
City of Houston, Texas
SUBJECT:

Citywide – IT Contract Compliance Internal Audit
Texas Department of Information Resources (Report No. 03-17)

Dear Mayor Brown:
In accordance with the City’s contract with Jefferson Wells International (JWI), JWI has completed
a contract compliance internal audit of the Master Agreement (Agreement) between the City and
Texas Department of Information Resources (DIR) for the acquisition of microtechnology hardware
and software products and associated services. The objectives of the engagement included
determining whether the goods and services acquired were in compliance with the City and State
of Texas procurement laws and procedures; whether the contractor met the Agreement terms; and
whether fees paid by the City to DIR for goods and services complied with the Agreement.
The report, attached for your review, noted several significant instances of non-compliance
including a minimum of $81,000 in overpayments to DIR for fees and internal control lapses in
adhering to the City’s procurement policies and procedures in obtaining appropriate authorizations,
performing three-way matches, monitoring purchase order and receiver discrepancies, and invoice
defacing. Draft copies of the matters contained in the report were provided to department officials.
The views of the responsible Department officials as to actions being taken are appended to the
report as Exhibit B.
We appreciate the cooperation extended to the JWI’s auditors by department and contractor
personnel during the course of the audit.
Respectfully submitted,

Judy Gray Johnson
City Controller
xc:

City Council Members
Albert Haines, Chief Administrative Officer
Stephen Tinnermon, Chief of Staff, Mayor’s Office
C. O. Bradford, Chief, Police Department
Chris Connealy, Chief, Fire Department
M. desVignes-Kendrick, MD, MPH, Director, Health and Human Services Department
Robert M. Litke, Director, Planning and Development Department
Philip B. Scheps, Director, Finance and Administration Department
Richard M. Vacar, A.A.E., Director, Aviation Department

August 8, 2003

Ms. Judy Gray Johnson
City Controller
City of Houston
901 Bagby, 8th Floor
Houston. TX 77002

Dear Ms. Judy Gray Johnson:
We have completed the contract compliance internal audit of the Master Agreement for the acquisition of microtechnology hardware
and software products and associated services between the City of Houston (the City) and the Texas Department of Information
Resources as outlined in our engagement letter dated November 15, 2002, under Contract No. 51783. This report documents our final
report and completes the services agreed to be provided by Jefferson Wells International (Jefferson Wells).
Our observations and recommendations noted during the performance of the procedures are presented in this report and management
responses are included as attachments. Our procedures, which accomplished the project objectives, were performed through February
6, 2003, and have not been updated since that date. Our observations included in this report are the only matters that came to our
attention, based on the procedures performed.
Jefferson Wells is pleased to have assisted the City Controller and management of the Strategic Purchasing Division, the Aviation
Department, the Fire Department, the Health and Human Services Department, the Planning and Development Department, and the
Police Department (the Departments), and we appreciate the cooperation received during this engagement from the City Controller’s
Office, the Departments and the Texas Department of Information Resources.
This report is intended solely for the information and use of the City, the Departments, the City Controller’s Office and management of
the Texas Department of Information Resources, and is not intended to be used for any other purpose.

Lisa D. Anderson
Jefferson Wells International

Jefferson Wells International is not a certified public accounting firm.
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Executive Summary
Background
!

The Master Agreement between the City of Houston (the City) and the Texas Department of Information
Resources (DIR) was entered into during April 2000 for the acquisition of microtechnology hardware and
software products and associated services. Wherein DIR facilitates the City’s purchase of specified
mircrotechnology hardware and software products and associated services through a Qualified Information
Systems Vendor maintained on its catalogue website, including coordinating the delivery of product/service
to the City.

!

This internal audit tested expenditures under the contract from five City departments: Aviation, Fire, Health,
Planning & Development, and Police (the Departments). The purchases made by these Departments under the
Master Agreement represent 47% of the total purchases made during the internal audit period.

!

This internal audit included reviewing records of the City’s Strategic Purchasing Division, the Departments
and the Contractor, DIR.

!

City Expenditures totaling $15.2 million were processed to DIR during the period of April 2000 through June
2002.

Summary
!

MWBE Participation – Records reviewed during fieldwork indicate that DIR is currently meeting it’s 30%
MWBE Participation goal.

!

Fee percentages charged by the Contractor to the City were above the Master Agreement stipulations and
there is currently no mechanism in-place for departmental management to monitor these fees to provide
reasonable assurance that products ordered were invoiced appropriately. Also, comparison of expenditure
reports identified overpayments to the Contractor at a minimum of $81,324.97. (See Exhibit A)
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Executive Summary
Summary (Continued)
!

The City did not provide a statement to all Catalogue Vendors containing substantially the terms of this
Master Agreement before issuing an Order to the Contractor requesting that Catalogue Vendors provide such
products.

!

The Contractor did not comply with the Master Agreement procedures for Large Order Notification for
charges over $50,000 and the Order Delivery Dates. The authority to enforce these procedures currently lie
with the Strategic Purchasing Division. However, due to the decentralized nature of the City, compliance with
these procedures can only be effectively achieved by the Purchasing Departments.

!

Internal control lapses were discovered in adhering to the City’s procurement policies and procedures in
obtaining appropriate authorizations, performing three-way match, monitoring purchase order and receiver
discrepancies, and invoice defacing.

!

87% of fixed assets examined were physically located with appropriate tags attached during field work and
100% were identified in the Fixed Asset Report.
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Project Objectives
!

Determine whether City personnel acquiring goods and services through the Master Agreement complied
with the City’s procurement policies and procedures.

!

Determine, as appropriate, whether the City and DIR personnel acquiring goods and services through the
Master Agreement complied with the Master Agreement’s terms. This will include, where appropriate DIR
insurance requirements and MWBE requirements.

!

Determine, as appropriate, whether City and DIR personnel acquiring goods and services through the Master
Agreement complied with the City and State of Texas procurement laws.

!

Determine whether the City or DIR have the responsibility of obtaining, where appropriate, three catalog
proposals under the Master Agreement.

!

Determine whether fees paid by the City to DIR for goods and services acquired through the Master
Agreement complied with the Master Agreement’s terms.

!

Determine the adequacy of the City’s systems of internal control related to the Master Agreement selected for
this internal audit.
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Procedures Performed
!

Interviewed a representative sample of City personnel acquiring goods and services through the Master
Agreement to document their understanding of all applicable procurement policies and procedures.

!

Interviewed Strategic Purchasing personnel responsible for monitoring the Master Agreement and documented
the process and monitored techniques utilized.

!

Observed and reviewed the contract set-up within the system for the DIR contract and the system controls
related to authority levels, contract availability monitoring, etc.

!

Analyzed spend data under the contract for the following potential risk indicators:
" Large dollar purchases
" Transaction types not covered under the contract
" Potential duplicate payments
" Potential structured payments
" Non-equipment charges
" Non-business related software or services
" Other unusual purchases

!

Obtained a detailed transaction level confirmation in electronic form from DIR to validate the spend level
through the Master Agreement.
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Procedures Performed

(Continued)

!

Reconciled the electronic data file from DIR to the City’s purchase data under the Master Agreement.

!

Selected a representative sample of purchase transactions for goods and services through the Master Agreement.

!

Conducted a review of supporting transactions and fee computations for DIR to substantiate a sample of the
charges for the purchased goods and services.

!

Conducted and interviewed City personnel to document an understanding of DIR’s control processes to ensure
compliance with their Agreement.

!

Obtained listings of fixed asset additions for technology related assets from April 2000 through June 2002 and on
a sample basis compared asset listings with the purchase data detail provided by the City.

!

Reviewed supporting documentation from departmental purchasing departments for a sample of purchases under
the Master Agreement.

!

Physically inventoried and observed a sample of items purchased under the Master Agreement.
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Observations and Recommendations
Strategic Purchasing Division

Ref.
#
1)

2)

Observation
Required Catalogue Vendor Statements Not Obtained:
The Master Agreement states, “All Catalogue Vendors
providing microtechnology hardware or software products
under this Master Agreement shall be required to sign a
statement created and provided by the City that contains
substantially the same terms as the Master Agreement, before
the City issues an Order to DIR requesting the Catalogue
Vendor provide such products under this Master Agreement.”
No such statements were provided or obtained by the City.
Noncompliance with Order Delivery Dates:
The Master Statement states that DIR will deliver all orders
by the Order Delivery Date, which is defined as within 14
working days from the date of the Order. In the event that
DIR cannot provide the products by the Order Delivery Date,
DIR shall provide the Director with a “Notice of Inability to
Meet Master Agreement Order Delivery Date” for that Order
no less than 1 day prior to the Order Delivery Date.

Recommendation
The intent of these statements was to make sure that the
Vendor is made aware of and agrees to certain obligations
under this Master Agreement when providing products under
this agreement. SPD should develop and monitor the receipt
of these statements and require DIR to distribute the
statements to all Vendors on an on-going basis.

We recommend that SPD delegate the authority to enforce
compliance with the Order Delivery Date procedures to the
Purchasing Departments as they actually monitor the receipt of
goods and services.

For 53% of the purchase orders reviewed, the Contractor did
not deliver purchased items to the City by the Order Delivery
Date defined for the Order and did not provide to the Director
a "Notice of Inability to Meet Master Agreement Order
Delivery Date".

9

Observations and Recommendations
Strategic Purchasing Division (continued)
Ref.
#
3)

Observation
Large Order Procedures Not Followed:
Per the Master Agreement for Large Purchase orders (over
$50,000), certain terms have not been complied with:

" Purchase orders did not establish the Large Order Delivery
Response Time, and
" Large Order Delivery Notifications had not been completed.
DIR should only submit an invoice to the City after the following:
• Within the prescribed response time, the Director or
Purchasing Agent provides the Catalogue Vendor
Representative a “Large Order Delivery Notification”
stating the Order has been delivered to the City, the City is
satisfied with the products, and is ready to be invoiced for
such products, and
• The Catalogue Vendor Representative forwards a copy of
the “Large Order Delivery Notification” received from the
Director to DIR’s Customer Service Representative.
OR
• If neither the Director or Purchasing Agent provides the
Catalogue Vendor Representative with a “Large Order
Delivery Notification” within the defined response time,
the City will have deemed to have accepted the order.

Recommendation
The Master Agreement Large Order invoicing procedures for DIR
were designed to ensure that the City has received and is satisfied
with the products delivered by the Catalogue Vendor prior to DIR
invoicing the City.
We recommend that SPD delegate the authority to enforce
compliance with the Large Order procedures to the Purchasing
Departments as they determine satisfaction with the goods and
services that they receive.

Twenty of the 100 purchase orders tested were for Large Order
purchases. None of the purchase orders reviewed were in
compliance with the procedures described above.
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Observations and Recommendations
Strategic Purchasing Division

Contractor Compliance – Texas Department of Information Resources (DIR)
Ref.
#
4)

5)

Observation
Notification Procedures Not Followed:
The Master Agreement states that DIR is to respond via email within 3 days of an order being issued with the following
information:
•

Name of the Catalogue Vendor through which the
Contractor provided the products.

•

Names, telephone numbers, and e-mail address for
the Catalogue Vendor personnel to serve as the City’s
contacts for the orders – Catalogue Vendor
Representative (CVR).

DIR did not submit any e-mails within 3 days of the
authorized employee issuing the Order.
Noncompliance with Order Delivery Dates:
The Master Statement states that DIR will deliver all orders
by the Order Delivery Date, which is defined as within 14
working days from the date of the Order. In the event that
DIR cannot provide the products by the Order Delivery Date,
DIR shall provide the Director with a “Notice of Inability to
Meet Master Agreement Order Delivery Date” for that Order
no less than 1 day prior to the Order Delivery Date.
For 53% of the purchase orders reviewed, the Contractor did
not deliver purchased items to the City by the Order Delivery
Date defined for the Order and did not provide the Director a
"Notice of Inability to Meet Master Agreement Order
Delivery Date".

Recommendation
Per discussions with SPD, the information that this notification
procedure is requesting is primarily provided at the time a
quote is provided, either on the catalogue web site or an e-mail
received from DIR with the quote for those items that are not
on the catalogue web-site. Thus, this notification procedure is
duplicative and its enforcement would not strengthen controls
nor add value to the City’s purchasing process.
We recommend that the City consider omitting this
requirement in the next contract of this type.

The intent of this requirement is to keep the City apprised of
the occasions when a Vendor is unable to fulfill its delivery
commitment on a timely basis. This enables the City to make
alternative arrangements, if necessary.
The City should instruct DIR to send a “Notice of Inability to
Meet Master Agreement Order Delivery Date” when orders
are not provided to the City within the Order Delivery Date no
later than 1 day prior to the Order Delivery Date. This notice
should include the actual date the ordered products will be
delivered to the City.
SPD should also consider meeting with DIR to determine how
their performance could be improved related to timely delivery
of purchases.
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Observations and Recommendations
Strategic Purchasing Division

Contractor Compliance – DIR (continued)
Ref.
#
6)

Observation
Large Order Procedures Not Followed:
Per the Master Agreement for Large Purchase orders (over
$50,000), certain terms have not been complied with:

" Purchase orders did not establish the Large Order Delivery
Response Time, and
" Large Order Delivery Notifications had not been completed.

Recommendation
The Master Agreement Large Order invoicing procedures for DIR
were designed to ensure that the City has received and is satisfied
with the products delivered by the Catalogue Vendor prior to DIR
invoicing the City.
We recommend that the City require DIR to comply with these Large
Order invoicing procedures.

DIR should only submit an invoice to the City after the following:
• Within the prescribed response time, the Director or
Purchasing Agent provides the Catalogue Vendor
Representative a “Large Order Delivery Notification”
stating the Order has been delivered to the City, the City is
satisfied with the products, and is ready to be invoiced for
such products, and
• The Catalogue Vendor Representative forwards a copy of
the “Large Order Delivery Notification” received from the
Director to DIR’s Customer Service Representative.
OR
• If neither the Director or Purchasing Agent provides the
Catalogue Vendor Representative with a “Large Order
Delivery Notification” within the defined response time,
the City will have deemed to have accepted the order.
Twenty of the 100 purchase orders tested were for Large Order
purchases. None of the purchase orders reviewed were in
compliance with the procedures described above.
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Observations and Recommendations
Strategic Purchasing Division

Contractor Compliance – DIR (continued)
Ref.
#
7)

Observation

Recommendation

Fee Percentage Paid to DIR:
Fee percentages charged to the City were not in compliance
with the payment terms of the Master Agreement. Pursuant to
the Agreement, 2% is the basic fee percentage with an
additional 1% charged for Custom Price Sheets, and 3% for
the first purchase from a New Vendor requested by the City.
Additionally, the City will pay the cost related to the City’s
request for an expedited delivery of a purchase, and any
reduction in costs to DIR will be passed on to the City.

1. The City should immediately require DIR to attach
copies of Vendor Invoices to support its costs related
to the products/services provided to the City. This
would allow the Departments to verify that they are
being invoiced for the correct amount.
2. The City should request actual vendor invoice detail
on a P.O. basis for the entire contract period.

During the internal audit, we noted the product/service costs
listed on DIR’s website and the price quotes provided by DIR
are not always current. Thus, the actual cost to DIR may be
more or less than the cost provided to the City. If the cost is
less, the savings should be passed on to the City. However, if
the price is greater, DIR is bound by the amounts on issued
Purchase Order, which sets not to exceed maximums.

3. Based on the detail, an updated schedule (See Exhibit
A) should be prepared to support a refund claim from
DIR.

See Exhibit A, which summarizes at a vendor level the
amount overcharged to the City compared to actual vendor
costs plus the appropriate DIR fee percentage. This schedule
shows the minimum DIR owes the City of $81,325. Such
recovery could be in excess of $160,800, since the detail
provided nets results on a vendor basis rather than individual
P.O. analysis, which could result in additional amounts due
the City.

5. A refund from DIR should be obtained and credited to
the appropriate departments based on the updated
supporting schedule.

(See Exhibit A)

4. The City may consider validating the updated schedule
by agreeing DIR’s costs to the respective Vendor
Invoices.

6. The City should instruct DIR to strengthen its controls
over the invoicing process to ensure that the fees being
charged the City are in accordance with the Master
Agreement.
.
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Observations and Recommendations
Aviation Department
Ref.
#
1)

2)

Observation
Unlocated Fixed Assets:
Twenty-five of the 87 fixed assets selected for physical
observation could not be located by the end of our fieldwork.
The Aviation Department will continue to research.

Fee Percentage Paid to DIR:
During our testwork of the fees charged by DIR, we noted
instances where DIR has charged the City more than the fee
percentages outlined in the Master Agreement. As the contract
does not require DIR to provide supporting documentation of
its costs, there is currently no system in-place for the
Departments to validate the accuracy of the amount invoiced by
DIR.

Recommendation
Aviation should complete its research to determine the status of
the 25 fixed assets that could not be located during our
fieldwork and adjust records as needed. Further, the
Department should make the appropriate changes to strengthen
controls over the location of fixed assets.

See the recommendation related to Fee Percentage Paid to
DIR on page 13 of this report. SPD will follow through with
DIR to receive the appropriate refund and will request that DIR
provide vendor invoices.
Upon DIR’s attachment of vendor invoices, we recommend
Aviation review the vendor invoices and calculate appropriate
fees prior to invoice payment.

The observations noted above are based on the review of 20 transactions and related supporting documents.
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Observations and Recommendations
Fire Department
Ref.
#
1)

Observation
Inadequate Support/Review of Certain Transactions:
Per review of the supporting documentation provided:
•

Three purchase orders reviewed listed products
received that were not supported with documentation
of receipt, such as a packing slip. Other items on the
P.O. were appropriately supported, all items were paid
for. Items without appropriate receiving support:
o

PO# 2157 Line Item 1, 2, & 3 for $6543

o

PO# 2705 Line Item 1 & 3 for $5429

Recommendation
Strengthen controls by comparing the Receiving Document,
Packing Slips, Purchase Order, and Invoice to determine the
accuracy of items ordered versus received prior to processing
an invoice. This procedure should establish sufficient
supporting documentation for the payment of an invoice and
fixed asset inventory.
In addition, the Department should consider spot reviews by
management of accounts payable documentation to ensure that
the disbursement process is operating effectively.

o PO# 3392 Line Item 1 for $7488
Eight purchase orders reviewed did not provide packing slips as
adequate supporting documentation for our review in verifying
the eight purchase orders were delivered to the City.
2)

Unlocated Supporting Documentation:
10% of the files reviewed were missing invoices and accounts
payable information.

Identify the process weakness and then strengthen controls over
document retention to ensure accurate filing and timely
retrieval.

The observations noted above are based on the review of 20 transactions and related supporting documents.
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Observations and Recommendations
Fire Department (continued)

Ref.
#
3)

4)

5)

Observation
Unlocated Fixed Assets:
Two of the 15 fixed assets selected for physical observation
could not be located by the end of our fieldwork. The Fire
Department will continue to research.

Expenditure Difference:
There is a difference of $1,085 when comparing DIR’s
Expenditure Report totaling $408,660.50 and the City’s
Expenditure Report totaling $409,745.50 for the 20 purchase
orders tested.

Recommendation
The Fire Department should complete its research to determine
the status of the two fixed assets that could not be located
during our fieldwork and adjust records as needed. Further, the
Department should make the appropriate changes to strengthen
controls over the location of fixed assets.

The Fire Department should research and resolve this
difference.

Fee Percentage Paid to DIR:
See the recommendation related to Fee Percentage Paid to
During our testwork of the fees charged by DIR, we noted
DIR for the Strategic Purchasing Division, on page 13 of this
instances where DIR has charged the City more than the fee
report. SPD will follow through with DIR to receive the
percentages outlined in the Master Agreement. As the contract
appropriate refund and will request that DIR provide vendor
does not require DIR to provide supporting documentation of
invoices.
its costs, there is currently no system in-place for the
Departments to validate the accuracy of the amount invoiced by
Upon DIR’s attachment of vendor invoices, we recommend the
DIR.
Fire Department review the vendor invoices and calculate
appropriate fees prior to invoice payment.

The observations noted above are based on the review of 20 transactions and related supporting documents.
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Observations and Recommendations
Health and Human Services Department

Ref.
#
1)

2)

Observation
Expenditure Difference:
There is a difference of $6,988 when comparing DIR’s
Expenditure Report totaling $146,051.42 and the City’s
Expenditure Report totaling $139,063.42 for the 20 purchase
orders tested.

Fee Percentage Paid to DIR:
During our testwork of the fees charged by DIR, we noted
instances where DIR has charged the City more than the fee
percentages outlined in the Master Agreement. As the contract
does not require DIR to provide supporting documentation of
its costs, there is currently no system in-place for the
Departments to validate the accuracy of the amount invoiced by
DIR.

Recommendation
The Health Department should research and resolve this
difference.

See the recommendation related to Fee Percentage Paid to
DIR for the Strategic Purchasing Division, on page 13 of this
report. SPD will follow through with DIR to receive the
appropriate refund and will request that DIR provide vendor
invoices.
If in the future DIR attaches vendor invoices, we recommend
the Health Department review the vendor invoices and
calculate appropriate fees prior to invoice payment.

The observations noted above are based on the review of 20 transactions and related supporting documents.
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Observations and Recommendations
Planning and Development Department

Ref.
#
1)

2)

3)

Observation
Unlocated Supporting Documentation:
• An Approved Requisition Form was missing from the
Purchasing File for 40% of purchase orders reviewed at
Main and 10% for Walker.
•

40% of invoices were missing from the Accounts
Payable file at Walker.

•

One invoice was missing at Main.

Additions Not Properly Authorized:
As stated in the Master Agreement, the Director of the
Department or such other person as the Director may designate
must submit in writing to the Contractor an “Addition to
Existing Order Document” authorizing additions and overages
to purchase orders. The Director did not approve two purchase
orders with an addition and/or quantity overage at Main.
Incomplete Purchase Order Authorization:
The City requires all purchases made under this Master
Agreement to be approved by the IT Steering Committee.
The IT Steering Committee approval was not provided or could
not be determined for 10% of the purchase orders at Main.

Recommendation
Identify the process weakness and then strengthen controls
over document retention to ensure accurate filing and timely
retrieval.

Establish procedures to ensure that additions to existing orders
are properly authorized in accordance with the Master
Agreement.

Establish procedures to ensure that all the required
authorizations are acquired prior to issuing a purchase order
and included with supporting documentation.

The observations noted above were based on the review of 20 transactions (10 @ Walker & 10 @ Main) and related supporting documents.
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Observations and Recommendations
Planning and Development Department (continued)

Ref.
#
4)

Observation
Inadequate Support/Review of Certain Transactions:
Per review of the supporting documentation provided:
• One purchase order (PO# 479) reviewed at Main listed
products received that had no corresponding
documentation of receipt, such as a packing slip. Other
items processed as received on that PO were supported
by the packing slip. The City paid the entire invoice
for the purchase order. The amount paid without
receipt evidence was $1,378.
•

Five of the purchase orders reviewed from Main did
not provide packing slips as adequate supporting
documentation for our review in verifying the five
purchase orders were delivered to the City.

•

Receiving Documents and Packing Slips were not
included in the Purchasing or Accounts Payable File as
supporting documentation for all purchase orders
reviewed at Walker.
A Line item on one invoice differed from one purchase
order at Main.

•

5)

Invoices Not Defaced:
Invoices in the Accounts Payable file were not defaced for 20%
of the purchase orders at Main.

Recommendation
Strengthen controls by comparing the Receiving Document,
Packing Slips, Purchase Order, and Invoice to determine the
accuracy of items ordered versus received prior to processing
an invoice. This procedure should establish sufficient
supporting documentation for the payment of an invoice and
fixed asset inventory.
In addition, the Department should consider spot reviews by
management of accounts payable documentation to ensure that
the disbursement process is operating effectively.

As a best practice, strengthen controls by defacing invoices
after payment to alleviate a possible duplicate payment.

The observations noted above were based on the review of 20 transactions (10 @ Walker & 10 @ Main) and related supporting documents.
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Observations and Recommendations
Planning and Development Department (continued)

Ref.
#
6)

Observation
Unlocated Fixed Assets:
Nine of the 21 fixed assets selected for physical observation
could not be located by the end of our fieldwork. P&D will
continue to research.
(Four at Walker and Five at Main)

7)

Fee Percentage Paid to DIR:
During our testwork of the fees charged by DIR, we noted
instances where DIR has charged the City more than the fee
percentages outlined in the Master Agreement. As the contract
does not require DIR to provide supporting documentation of
its costs, there is currently no system in-place for the
Departments to validate the accuracy of the amount invoiced by
DIR.

Recommendation
P&D should complete its research to determine the status of
the nine fixed assets that could not be located during our
fieldwork and adjust records as needed. Identify the process
weakness and make the appropriate change(s) to strengthen
controls over the location of fixed assets.

See the recommendation related to Fee Percentage Paid to
DIR for the Strategic Purchasing Division, on page 13 of this
report. SPD will follow through with DIR to receive the
appropriate refund and will request that DIR provide vendor
invoices.
Upon DIR’s attachment of vendor invoices, we recommend
P&D review the vendor invoices and calculate appropriate fees
prior to invoice payment.

The observations noted above were based on the review of 20 transactions (10 @ Walker & 10 @ Main) and related supporting documents.
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Observations and Recommendations
Police Department
Ref.
#
1)

2)

Observation
Unlocated Supporting Documentation:
An Approved Requisition Form could not be provided during
our fieldwork for one of the purchasing files reviewed.
Inadequate Support/Review of Certain Transactions:
Per review of the supporting documentation provided:
Seven of the purchase orders reviewed listed products received
that had no corresponding documentation of receipt, such as a
packing slip, while other items on those POs were supported by
the packing slip. All such items were paid for. The amounts
were:
o PO# 2200 Line Items 5, 11, & 15 for $21,102
o PO# 2552 Line Items 1- 3, 5, 6, & 10- 13 for $57,605
o PO# 2828 Line Items 4, 28, & 32 for $4090
o PO# 3008 Line Items 7 & 13 for $465
o PO# 3610 Line Items 1 – 13 & 15 – 18 for $37,717
o PO# 4056 Line Items 1 – 12 & 14 – 22 for $23,715
o PO# 4492 Line Items 15, 16, & 17 for $5,340

Recommendation
Identify the process weakness and then strengthen controls over
document retention to ensure accurate filing and timely
retrieval.
Strengthen controls by comparing the Receiving Document,
Packing Slips, Purchase Order, and Invoice to determine the
accuracy of items ordered versus received prior to processing
an invoice. This procedure should establish sufficient
supporting documentation for the payment of an invoice and
fixed asset inventory.
In addition, the Department should consider spot reviews by
management of accounts payable documentation to ensure that
the disbursement process is operating effectively.

The observations noted above were based on the review of 20 transactions and related supporting documents.
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Observations and Recommendations
Police Department (continued)

Ref.
#
3)

4)

Observation
Unlocated Fixed Assets:
Three of the 60 fixed assets selected for physical observation
could not be located by the end of our fieldwork. The Police
Department will continue to research.

Fee Percentage Paid to DIR:
During our testwork of the fees charged by DIR, we noted
instances where DIR has charged the City more than the fee
percentages outlined in the Master Agreement. As the contract
does not require DIR to provide supporting documentation of
its costs, there is currently no system in-place for the
Departments to validate the accuracy of the amount invoiced by
DIR.

Recommendation
The Police Department should complete its research to
determine the status of the three fixed assets that could not be
located during our fieldwork and adjust records as needed.
Further, the Department should make the appropriate changes
to strengthen controls over the location of fixed assets.

See the recommendation related to Fee Percentage Paid to
DIR for the Strategic Purchasing Division, on page 13 of this
report. SPD will follow through with DIR to receive the
appropriate refund and will request that DIR provide vendor
invoices.
Upon DIR’s attachment of vendor invoices, we recommend
the Police Department review the vendor invoices and
calculate appropriate fees prior to invoice payment.

The observations noted above were based on the review of 20 transactions and related supporting documents.
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Views of Responsible Officials

Exhibit B

■

Strategic Purchasing Division

B-1

■

Aviation Department

B-2

■

Fire Department

B-3

■

Health and Human Services Department

B-4

■

Planning and Development Department

B-5

■

Police Department

B-6
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Exhibit B-1 (Strategic
Purchasing Division)

Exhibit B-1 (Strategic
Purchasing Division)

Exhibit B-1 (Strategic
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