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The report contains: 
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• 	 The Methodology used to complete the project, p. 5 
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February 1, 2012 
 
Ms. Margaret L. Krym, City Auditor 
City Auditor’s Office 
City of Cape Coral 
1015 Cultural Park Boulevard  
Cape Coral, Florida 33990 
 
Dear Ms. Krym: 
 
As requested by the City of Cape Coral, we have completed a detailed review of the internal controls 
within the procurement and accounts payable process.   Specifically we carried out the following tasks: 
 

 Perform an assessment of the current state for the significant processes within procurement 
and accounts payable. 

 Document the processes as they currently exist through detailed flowcharts, including 
documentation of various control points (manual controls and application controls). 

 Review the existing control structure for each process to determine if all significant risks are 
appropriately mitigated. 

 Review identified and documented significant risks related to the specified processes for 
adequacy and completeness. 

 Determine if each process allows for effective and efficient achievement of the specified 
purpose or operational objective, including safeguarding of assets, generating reliable financial 
reporting data, compliance with applicable regulatory requirements and efficiency of operations 
as appropriate. 

As requested by the City, our study did not include:  
 

 Testing the consistency of the use of the existing controls 

 P-card purchases; petty cash acquisitions; the bidding process or the RFP (request for proposal) 
process. 

 

Our report is not suitable for any purpose other than to assist you with the items mentioned above. 
Consequently, our report is limited to be for your information and use only and should not be used by 
anyone else. In addition, our report is based on current circumstances. We have no responsibility to 
update our report for events and circumstances that occur after November 21, 2011. 
 

Respectfully submitted,  
 

LarsonAllen LLP 
 
 
Craig R. Arends, CPA 
Principal 
612/397-3180 
Craig.arends@cliftonlarsonallen.com 

CliftonLarsonAllen LLP 
6810 International Center Boulevard 
Fort Myers, FL 33912-7129 

239-226-9900 | fax 239-226-9950 

www.cliftonlarsonallen.com 
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OVERVIEW OF THE PROCUREMENT AND ACCOUNTS PAYABLE PROCESS 
 

Governance, policies and procedures 
The City’s procurement activity follows City Ordinance 68-07, Procurement Ordinance, which ensures 
that integrity, ethics and fairness surrounds City procurements, maximizes competition for price and 
value, and proper procedures are followed to maintain public records.  A key section of the Procurement 
Ordinance details the various levels of procuring authority of City employees and the supporting 
documentation (quotes) requirements of procurements based on amount and type, as shown below. 
 

Procurement Authority Quotation Requirements 

< $25,000 Procuring department Manager 
≥ $25,000 and < $50,000 City Manager  
≥ $50,000 City Council 

<$2,500, one quote 
≥$2,500 to <$20,000, 3 verbal quotes 
≥$20,000 to ≤$50,000, 3 written quotes 
>$50,000, formal bid 

 

The City has in place specific polices and procedures surrounding procurement and accounts payable. 
Key documents include the procurement manual, titled Navigating through the City of Cape Coral’s 
procurement rules and regulations, updated in February 2011, and the Invoice Processing Standard 
Operating Guide. 
 

City’s procurement model  
The City uses a decentralized model for procurement. The City’s Procurement Department has five full 
time positions – three Buyers, one Contracts Specialist (currently vacant) and one Procurement Manager 
(currently vacant). Each Buyer supports a number of City departments in the procurement of goods and 
services and their role is largely focused on ensuring that the City’s departments (herein referred to as 
“procuring departments”) adhere to all prescribed procurement policies and procedures.  This is 
accomplished by reviewing and approving all documentation supporting each purchase, completing 
specific administrative processes (i.e., advertising and opening bids, seeking certain procurement 
approvals, preparing procurement-related agenda items, drafting standard contracts), and providing 
training, assistance and guidance when needed.  
 

The City’s decentralized procurement model relies on the individual departments to identify the lowest 
reasonable price, and for approving procurements under the formal bid threshold.  Duties of the 
procuring departments include – 

 

1. Procuring goods and services at the lowest reasonable cost that are available within the 
specified timeframe or as soon as possible;  

2. Identifying potential vendors, maintain and build vendor relationships, and address any vendor 
performance issues; 

3. Soliciting quotes and initiating procurements; 

4. Clearly defining and fulfilling precise specifications for each good or service being ordered;  

5. Identifying sufficiently in advance, their needs for goods and services;  

6. Accurate coding of all requisitions, including fund, department, program, object, sub-fund, 
project and cost center;  

7. Determining that sufficient funds are available in their authorized budgets to pay for goods or 
services that they order;  

8. Inspecting all goods or services promptly and preparing for payment by entering invoices into 
the system. 
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To support the decentralized model, the City uses the Certified Agency Buyers (CABs) to carry out the 
clerical aspect of procurement within each department. CABs also have a significant role in accounts 
payable as they prepare the City for payment by entering invoices into the system; CABs are also the 
first line in detecting incorrect charges to the City. 
 
The CAB is not a position but a designation given to an administrative level employee of the individual 
departments. To become a CAB, candidates must undergo training, after which the candidate is properly 
authorized within the system to carry procurement and accounts payable duties for their department.  
As of August 2011, the City had 95 CABs and CAB back-ups within the various City departments and 
divisions. 
 
Automated systems supporting procurement and accounts payable 
The City uses JD Edwards (JDE) to support the City’s accounting and administrative processes, including 
procurement and accounts payable. The system ensures proper authorization and recording of all 
purchase transactions by the various personnel involved in procurement. The City migrated to JDE from 
HTE in 2009. The City’s Information Systems (IS) department provides technical assistance to JDE but 
does not have rights to make any programming changes. 
 
Approval process 
Depending on the amount and the type of procurement (capital or operational), JDE is programmed to 
require two or three approvals by different individuals with approval authority. As of August 2011, the 
City had 40 designated approvers. Approver status is established by the head of each individual 
department who usually has the maximum department-level approval authority; approver status is 
requested to the Procurement Department who is the only entity that can grant, modify or remove 
approver status within JDE. Currently, one of the Procurement Department Buyers is responsible for 
making the approver status changes. 
 
For procurements over $50,000, the formal bid or Request for Proposal (RFP) process is utilized and the 
approval process becomes more manual, and can involve City Manager, City Attorney and/or City 
Council approval. The Procurement Manager approves all purchases over $2,500. 
 
Currently, the City Manager has added a step to the approval process by requiring City Manager 
approval for any purchase over $5,000.   
 
Procurement planning and budget tracking 
Budget to actual information is tracked centrally by the budget department. At the individual 
department level, some departments implement the use of Excel sheets to track budget to actual 
information by recording all the procurements made; some departments extract information from JDE 
to populate the budget to actual control sheet and some departments enter the information as 
purchases take place. 
 
Overview of the Accounts Payable Department 
Accounts Payable (AP) currently has one AP Supervisor and four AP Specialists.  AP has been 
decentralized for over a year and in the current model, AP relies on the 95 CABs and CAB back-ups 
within the operational department to initiate payment by entering invoices into the system. 
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Accounts Payable is responsible for performing an initial audit of all payment requisitions, prior to 
disbursement, to review for accuracy and to determine whether or not they are legal and proper, and 
that there is appropriate compliance with policies and procedures.  Additionally, AP has the authority to 
reject any payment requisitions for purchasing transactions where the existing policies and procedures 
have not been complied with. AP is also responsible for disbursing funds for purchasing transactions, 
and for recording all disbursements in the City's accounting system. 
 
 
 

 

 

 

 

This space left blank intentionally 

 

  



5 

 

METHODOLOGY 
 
Our first step was to conduct interviews with key individuals to document our understanding of current 
practices related to procurement and accounts payable, and to identify the key related sub-processes. 
Individuals interviewed included – 
 
 City Manager  Fire - Certified Agency Buyer 
 City Auditor   Fire - Accounts Coordinator 
 City Attorney  Parks & Recreation - Director 
 Financial Services Department Director  Parks & Recreation - Certified Agency Buyer 
 Procurement Division - Acting Procurement Mgr.  Parks & Recreation - Parks Superintendent 
 Procurement Division – Buyer  Parks & Recreation – Admin. Secretary 
 Procurement Division – Buyer  Police Chief 
 Accounts Payable Supervisor  Police - Certified Agency Buyer 
 Accounts Payable Specialist  Police Department - Quarter Master 
 Public Works – Director  ITS - Network/Telecom Mgr. 
 Public Works - Certified Agency Buyer  City Manager's Office – Admin. Secretary 
 Public Works Project Manager  Utilities Department Contracts Specialist 
 
 
The next step in our assessment consisted of evaluating the procurement and accounts payable activity 
by breaking it out into key sub-processes. For each sub-process, we flowcharted the steps, activities, and 
responsible parties within, and documented over 50 existing internal controls. Exhibit A, Functional 
flowcharts of essential procurement and accounts payable sub-processes, depicts each of the seven sub-
processes identified under the City’s procurement and accounts payable activity. These are: 
 

1. Pre-Requisition 
2. Purchase Requisition and Approval 
3. Check Requests 
4. Bids 1 
5. Receiving and Preparation for Payment 
6. Enabling Payment 
7. Payment  

 
Next, for each identified internal control, we described the control activity, documented the responsible 
party(ies) and whether the control is manual or automated. Lastly, we evaluated the design and 
implementation of the controls (classifying as weak or adequate) and making recommendations for 
improvement as pertinent. Exhibit B, Internal control assessment tool details this information. 
 
  

                                                      
1
 While the City specifically excluded the Bid process from the scope of the engagement, CliftonLarsonAllen, in 

consultation with the City, assessed the overarching aspects of this process, such as the related chain of approval. 
Specific aspects of this process, such as advertising and opening of the bids were not covered. 
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EVALUATION RESULTS 
 
Overall conclusion 
 
Overall, we found that the City’s procurement and accounts payable process include sufficient internal 
controls to allow for achievement of operational objectives, including safeguarding of assets, generating 
reliable financial reporting data, and compliance with applicable regulatory requirements, policies and 
procedures. 
 
Nonetheless, our assessment of the seven procurement and accounts payable sub-processes resulted in 
a number of observations and recommendations to improve the efficiency and effectiveness of the 
procurement and accounts payable process, which are summarized under the areas listed below. 
 
Observations related to areas that can be improved to further minimize risk of exceptions 
 

 Centralized versus decentralized procurement 
 

The City should consider the advantages and disadvantages of a centralized versus a decentralized 
procurement model. 
 
The strength of a decentralized procurement model is that it ensures the City locates and orders 
goods and services that conform to the specifications of the operating department.  Conversely, a 
centralized procurement model’s strength is that 1) it promotes economy and efficiency by 
facilitating accounting and finance control, and by enabling quantity purchasing and the 
standardization of frequently used items; 2) channels all procurement through a specialized 
purchasing department, and; 3) facilitates effective vendor selection and management of vendor 
performance. 

 

 Securing lowest competitive prices for the City 
 

Due to the decentralized model, there is a risk that the City is not securing the lowest competitive 
prices for goods and services procured.  
 
The City should increase economies of scale and realize savings and/or lower prices by centrally 
maintaining and effectively communicating all existing state/local contracts that could be of benefit 
to the City (see IC #42). Additionally, the City should explore the benefit of centralized versus 
decentralized procurement with respect to enabling quantity purchasing and the standardization of 
frequently used items. 

 

 Management of vendor performance  
 

The City should establish measures to improve vendor performance management. 
 
Currently the City does not have established criteria of what constitutes unsatisfactory vendor 
performance and vendor performance is not tracked centrally or consistently; additionally, a master 
list to track vendor performance or to support vendor warnings and debarment does not exist. The 
City’s decentralized model can hinder proper vendor management (see IC #25). 
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 Procurement planning  
 
Planning is key to the procurement operation. While it appears that key departments are planning 
to an adequate extent, the City should continue to stress the importance of planning across the 
board. Further, the City should standardize the method by which departments track budget to 
actual information, maximizing the use of JDE and providing to staff training as needed. 

 

 Staffing and allocation of human resources 
 

Procurement and accounts payable effectiveness can improve by addressing certain staff-related 
issues. 
 
Both procurement and accounts payable appear to be short staffed due to recent staff cuts and 
open positions. This situation has an impact on the operations and increases the risk of exception, 
including the following:  
 
- Less management time to train staff (see IC #27). 
- Less management time to review and enforce policies. 
- Lack of CABs in every department and uneven distribution of workloads among CABs (see IC 

#4).  
- Less contract specialists to administer contracts. 
- AP Specialist added workload by having to enter invoices for certain smaller departments (see 

IC #33) 
- Under the current decentralized model, Buyers have no authority over CABs; if there is an issue, 

Buyer contacts department supervisor who then addresses the issue with CAB. 
 

 Policies and procedures 
 

The City can improve its procurement and accounts payable operation by developing and 
instituting certain new policies and procedures. 
 
During the course of our work, we identified the following opportunities for improvements that, if 
implemented, could result in lower risk of exceptions and gains in process efficiencies: 
 
 Stale POs – It is unclear whether all departments are reviewing and closing stale POs. The City 

should develop a reasonable calendar for CABs to run an open PO report during preparation for 
year-end, and note procurements that are off-target (blanket POs with no activity). 
Management should address this information and consider requesting PO cancellation. As 
appropriate, training to CABs to run an open PO report should be imparted (see IC #8).   
 

 Quotes’ requirement – The City should adjust City ordinance to require written (not verbal) 
quotes for all procurements under the formal bid threshold of $50,000. Currently, the ordinance 
requires one quote for procurements under $2,500 (the ordinance does not specify whether the 
quote is verbal or written), three verbal quotes for procurements between $2,500 and $20,000, 
and three written quotes for procurements between $20,000 and the bid threshold of $50,000. 
Currently, the procuring departments seek written quotes for all procurements even though 
verbal quotes are acceptable for procurements under $20,000 (see IC #1). 
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 City Manager approval – The additional approval step established by the City Manager whereby 
any requisitions over $5K are approved by the City Manager is not documented in the 
procurement ordinance or in the existing policies and procedures. The City should consider 
formalizing this step by adjusting the policies and procedures as needed (see IC #9). 

 
 

 Adequate use of Check Requests – While the use of Check Requests appears to be limited to 
certain expenses, it appears that departments may still be using Check Requests to circumvent 
the PO and requisition approval process. To improve, the City should continue to enforce the 
Check Request guidelines. Additionally, the City could increase accountability by having the AP 
Specialists flag instances of inadequate use of check request; the AP Supervisor should evaluate 
its adequacy and have the authority to request the originating department to re-direct the 
transaction using the PO process. Periodically, the City could prepare and review vendor reports 
to identify potential PO splitting (see IC #16). 
 

 Approving invoices supporting Check Requests – Despite AP’s continuous reminders, invoices 
supporting Check Requests are not consistently signed. The City should increase accountability 

by imposing consequences to responsible individuals who fail to sign supporting invoices. (see IC 
#13). 

 
 Observation of goods received and of services rendered – Verification of services rendered 

appears to be inconsistent among departments. Additionally, there have been instances in the 
past where there was inconsistent observation of goods received. The City should formalize and 
consistently apply receiving procedures (see IC #21). 

 
 Distribution of goods to incumbent (requesting party) – The distribution and acknowledgment of 

goods received/delivered to the incumbent party appears inconsistent among departments. The 
City should clarify and effectively communicate the proper procedure for all responsible parties 
(see IC #26). 

 
 Intra-departmental invoicing – This process appears to vary among departments. For example, 

Parks and Recreation appears to reimburse the Water department using Check Requests, where 
Facilities uses Work Orders. The City should establish consistent procedures for intra-
departmental invoicing (see IC #28). 

 
 Duplicate payment to vendors – While the automated system does not accept duplicate invoice 

numbers, CABs can override this control. The City should look into the appropriateness of the 
invoice override procedure and consider including a department's supervisor approval of the 
override (see IC # 30). 

 
 Timely payment to vendors – While it appears that vendors are being paid on a timely basis, the 

City should consider the benefit of utilizing periodic AP aging reports to verify that no invoices 
remain unpaid for an excessive length of time, and that vendors are timely paid (see IC #36). 
 

 Vendor credits – Vendor credits may not always be identified, translating into monetary losses 
to the City.  Management should impart additional training and provide easy access to resources 
for CABs. Process can also be strengthened by coding discounts up-front in the system (see IC 
#39). 
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 Check signees – Current authorized check signers are not involved in the AP process and thus do 

not review or approve the payments that they are endorsing through their signatures. The City 
should modify procedures so that check signers undertake a review role in the AP process. See 
IC # 48. 
 

 Operational bottlenecks 
 

The City could improve its procurement process by investigating and streamlining unnecessary 
bottlenecks using the functional flowcharts prepared as part of this study. 
 
Areas where the City can potentially identify and resolve bottlenecks include:  

 Bid approval process - Currently bids can take up to 90 days to process. As a result, there is 
a risk in that departments may attempt to split purchase orders that exceed the formal bid 
threshold in order to avoid a lengthy bid process. See IC #16. 

 Manual review and corrections by AP of CAB work. Procedures dictate that wherever errors 
are detected by the AP Specialists, they should be directed to CABs for correction but due 
to the current workloads, AP often resolves the discrepancies. 

 

 Information systems 
 

The City should ascertain whether the current system (JDE) is utilized to the fullest extent 
especially with respect to the areas for improvement identified in this study. 
 

For example, the City should look into the system’s capability to better manage vendor 
information; the City could also ascertain the capability of the system to generate the various 
management reports as suggested in several of the observations made above. 
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Supporting Documentation: 
 

Exhibit A, Functional flowcharts of essential procurement 
                  and accounts payable sub-processes 

 
Exhibit B, Internal control assessment tool 
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difference in prices, discounts 
not captured, amount.
(2) In some cases, the AP 
Specialist addresses the problem 
by directly creating a journal 
voucher.
(3) Document management 
system

6
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Run Payment 
Control Group 

Reports (one for 
check payments 
and one for ACH 

payments) (1)

Retrieve check 
stock for check 

run (2)

Record in Check 
Control Book the 
range of check 
stock needed to 
match the check 
control number

Print checks and 
sign by accessing 
and using the two 

authorized 
electronic 
signatures

Match checks and 
ACH remittances 
with invoice. Draw 
red line through 
paid invoices.  

File invoices 
according to check 
run.  File copy of 

checks on 
Treasurer drive.

Mail checks to 
vendors. Transmit 
ACH payments to 

vendors.

Post checks to 
cash in JDE 

general ledger and 
submit check 
listing to cash 
management 

Transfer funds for 
check run to bank

Send positive pay 
listing of checks to 

bank. 

Perform bank 
reconciliations to 
ensure checks 

and ACHs cleared

(1) Report is made to go 
out 10 days from the date 
Report is created to allow 
mail time for out-of-state 
vendors and capture 
payments by the 
established due date.
(2) Accompanied by the 
Treasurer or another of the 
two additional individuals 
with key to the secured 
room.

48

Start

46 47 49

50 51

End
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CAPE CORAL, FLORIDA 

Procurement and Accounts Payable Processes Internal Control Analysis Grid  

November 2011 

Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

Sub-process: PRE-REQUISITION 

0 Operating departments identify sufficiently in advance their 
needs for goods and services, including recurring items. 

Generally, operating departments undergo a procurement 
planning process as part of the annual budgeting process, where 
goods and services needed for the upcoming fiscal year are 
identified.  Throughout the year, departments monitor budget 
to actual information using various methods, including 
extracting data directly from JDE (City’s automated financial 
system) or by manually entering procurement information as 
activity takes place. Additionally, departments use blanket POs 
to the extent necessary and wherever reasonable for recurring 
goods or services. 

M Department Heads and 
management personnel; 
CAB 

Adequate. 
Observation: It appears that 
the degree of procurement 
planning varies among 
departments. 
Recommendation: The City 
should standardize the 
method by which 
departments track budget 
to actual information, 
maximizing the use of JDE 
and providing training as 
needed. 
 

1 The organization has clearly established quotation 
requirements based on the amount and type of the 
procurement. 

Procuring department personnel follow City ordinance 68-07, 
Procurement Ordinance, which details the threshold amounts 
and related quotation requirements of procurements based on 
amount and type.  Purchase Order approval authority is as 
follows:  
< $25,000 Procuring department manager 
≥ $25,000 and < $50,000 City Manager  
≥ $50,000 City Council 

M Procurement 
Department; procuring 
department personnel 
involved in procurement 

Adequate. 
Recommendation: Adjust 
City ordinance to require 
written (not verbal) quotes 
for all procurements under 
the formal bid threshold. 
Currently, and while 
different to what’s stated in 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

Quotation requirements are described as follows: 
<$2,500, one quote 
≥$2,500 to <$20,000, 3 verbal quotes 
≥$20,000 to ≤$50,000, 3 written quotes 
>$50,000, formal bid 

the ordinance, procuring 
departments only seek 
written quotes. 

2 Amounts are paid from the appropriate accounting string 
(fund). 

The designated Certified Agency Buyer (CAB) selects the 
appropriate accounting string (fund, department, program, 
object, sub-fund, project and/or cost center) during the 
requisition process. Proper selection is subsequently reviewed 
and approved in by the department’s Accounts Coordinator 
(when one exists), and by the various managers on the approval 
route (see IC #9).  
 
Additionally, Accounts Payable (AP) personnel reviews account 
coding for appropriateness prior to posting transactions to the 
general ledger. 
 

M/A CAB; Accounts 
Coordinator; AP Specialist 

Adequate. 

3 Budgeted funds are transferred from one line item to 
another line item (within the same department) when 
necessary. 

Prior to creating a requisition for a good or service, the CAB 
checks whether funds within the appropriate line item are 
available.  If funds are not available, the department head 
identifies (often with the assistance of a Budget Analyst) another 
appropriate line item, and requests a line item transfer using a 
prescribed form. The transfer of funds is carried out by the 
Budget Analyst. 

M/A CAB; procuring 
department head; Budget 
Analyst 

Adequate. 

Sub-process: PURCHASE REQUISITION AND APPROVAL 

4 Individuals creating purchase requisitions are properly 
trained and authorized. 

The CABs and CAB back-ups are responsible for creating 
purchase requisitions in the system; CABs are also responsible 
for initiating payment by entering invoices into the system. 
These individuals undergo a certification and training process on 
both procurement and accounts payable topics (see IC #27).  Per 

M CAB Adequate.  
Observation: Workloads 
among CABs appears to 
vary considerably and CABs 
have various other 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

the request from the Procurement Department, the IT 
Department assigns appropriate rights within the system to the 
CABs. CAB designation can be provided on a temporary basis; a 
master list of CABs is maintained by AP. 

responsibilities within their 
respective departments. 
Recommendation: 
Ascertain the workload of 
CABs and consider cross-
utilization of CABs to 
support smaller 
departments. 

5 Purchase requisitions are placed only for existing vendors 
and the City maintains an up-to-date list of all possible 
vendors. 

JDE does not allow CABs to create a requisition without a vendor 
number.  New vendors are instructed to fill a New Vendor form 
available on-line. The Procurement Department processes the 
information, acquires relevant vendor information (i.e., W-4), 
and creates a new vendor in JDE. Edits to the master vendor list 
is appropriately restricted to the Procurement Department. 
 

A Procurement Department Adequate. 

6 All purchase orders (POs) issued are inputted and 
processed. 

The purchase requisitions created in the system are stored until 
all the required levels of approval are executed.  Once the last 
required approval takes place and for procurements over 
$2,500, the system routes the requisition to the designated 
Procurement Department Buyer to review all documentation, 
seek Procurement Department approval, and assign a PO 
number. Then, the Buyer emails the PO to the Procurement 
Department who in turn submits to the vendor. If the 
procurement is less than $2,500, the system does not route the 
PO to the Buyer; it is printed at the procuring department level 
and submitted to the vendor. 
 

A CAB, Buyer, Procurement 
Department Manager 

Adequate. 
 

7 All goods and services ordered are timely received. The CABs maintain a file of open POs submitted to vendors and 
pending delivery. Wherever delays in delivery are identified, the 
CAB pulls the PO from the file and follows up with the vendor. 
 
 

M CAB Adequate. 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

8 Stale POs are closed at year end. Departments carry out an encumbrance liquidation process at 
year-end. CAB runs an open PO report from the JDE system and 
then reviews and requests closure of POs with the Budget 
Analysts.  

A/M CAB 
Budget Analyst 

Weak. 
It is unclear whether all 
departments are reviewing 
and closing stale POs. 
Recommendation: Develop 
a reasonable calendar for 
CABs to run an open PO 
report during preparation 
for year-end, and note 
procurements that are off-
target (blanket POs with no 
activity). Management 
should address this 
information and consider 
requesting PO cancellation. 
As appropriate, training to 
CABs to run an open PO 
report.   

9 Purchase orders are placed only for approved purchase 
requisitions. 

Purchase requisitions undergo an approval process, whereby, 
depending on the type and amount of the purchase, various 
consecutive levels of management approvals are required.  
 
Management approving requisitions can be internal or external 
to the procuring department and can include the Procurement 
Department Manager, the City Manager and the City Council, 
depending on the amount. For internal approvers, the procuring 
department head decides on which individuals will have 
approver status as well as their approval threshold level. The 
procurement department head communicates this information 
to the Procurement Department, to make the change in JDE. 
Approver status can be temporary. AP maintains a list of 
approvers.  

A Individuals on approval 
route 

Adequate. 
The additional approval 
level established by the City 
Manager is not 
documented in the 
ordinance or in related 
policies and procedures.  
Recommendation: The City 
should consider formalizing 
this step by adjusting the 
policies and procedures as 
needed.  
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

The City Manager established an additional approval step 
whereby requisitions over $5K are approved by the City 
Manager on a weekly basis (or sooner if needed). Departments 
use different methods to obtain the City Manager approval.   
 
IT managers are in the approval route for any IT-related 
procurement, to ensure alignment with City IT infrastructure. 
 

10 Purchase requisitions are entered accurately. Once the CAB creates the purchase requisition in JDE, the 
approval process begins whereby the department’s Accounts 
Coordinator (when one exists) and at least one designated 
approver review the requisition for accuracy. 
 

M Accounts Coordinator 
(when one exists) ; 
individuals on approval 
route 

Adequate. 

11 Purchase requisitions are placed only when funds are 
available in the department’s approved budget. 

The system will not create a purchase requisition when funds 
are not available.  Additionally, the CAB verifies that funds are 
available prior to creating a purchase requisition in the system. 

A CAB Adequate. 

Sub-process: CHECK REQUESTS 

12 The use of Check Request for disbursements not supported 
by a PO is restricted to only certain expenses.  

Check Requests are restricted to emergencies and employee 
reimbursement (travel, subscriptions, training registration). 
 
For travel, there is a specific form to pre-approve travel 
expenses, which is used to support the Check Request. For in-
state travel, travel expenses are approved by the immediate 
supervisor; for out-of-state, travel expenses are approved by the 
City Manager. 

M CAB Adequate. 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

13 Amounts posted to accounts payable for goods or services 
received that are supported by a Check Request and not by 
a Purchase Order (emergency purchases) represent goods 
or services received. 

The procuring department head (or designee) manually reviews 
and signs the invoices which support a Check Request. 

M Procuring department 
head or designee 

Weak. 
Despite AP’s continuous 
reminders, invoices 
supporting Check Requests 
are not consistently signed. 
Recommendation: Increase 
accountability by imposing 
consequences to 
responsible individuals who 
fail to sign supporting 
invoices. 
 

14 Check Requests are properly supported and approved. Check Requests must be supported by vendor invoice and other 
applicable documentation.  Check request approval 
requirements are as follows:  
< $5,000 Procuring department Manager 
≥ $5,000 and < $100,000 Finance Director 
≥ $100,000 City Manager 

M Individuals on approval 
route 

Adequate. 
Observation: The City 
Manager’s approval 
authority threshold for 
Check Requests is ≥ 
$100,000 and for Purchase 
Orders the threshold is ≥ 
$5,000. 
 

15 Invoices are approved for payment. Invoices related to Check Requests are reviewed and manually 
approved by procuring department head or designee. Invoices 
supported by a PO do not necessitate manager or supervisor 
approval since that is accomplished during the procurement 
requisition approval process.  
 
 
 
 

M Procuring department 
head or designee 

Adequate. 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

Sub-process: BIDS 

16 Controls are in place to prevent procuring departments 
from splitting POs to circumvent the formal bid process 
(procurements over $50,000). 

Procurement and AP staff may identify PO splitting via 
observation.  Formal bids can take up to 90 days to process. 

M Buyer; AP personnel Weak.  
Departments may still be 
using Check Requests to 
circumvent the PO and 
requisition approval 
process. 
Recommendation: Continue 
to enforce the Check 
Request guidelines. 
Increase accountability by 
instructing AP Specialists to 
flag instances of improper 
use of a check request. The 
AP Supervisor shall then 
corroborate the AP 
Specialist’s conclusion and 
request the originating 
department to re-direct the 
transaction using the PO 
process. Periodically 
prepare and review vendor 
payment reports to identify 
potential PO splitting. 
Further, the City should 
evaluate why delays in the 
bid process are occurring 
and make concerted efforts 
to eliminate those 
bottlenecks. 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

17 Contracts with vendors are prepared as needed, and 
adequately reviewed and approved. 

Procurements resulting from the formal bid process usually 
necessitate a contract. In this case the designated buyer 
prepares a standard contract which is subsequently reviewed 
and approved by the City Attorney. 
 

M Buyer, City Attorney Adequate. 

18 The City Manager and the City Council approve 
procurements carried out through formal bids. 

City Council approval is required for purchases carried out 
through formal bids, and this approval is appropriately 
documented. 
 

M Buyer; City Manager; City 
Council 

Adequate. 

Sub-process: RECEIVING AND PREPARATION FOR PAYMENT 

19 Individuals receiving goods are properly trained and 
authorized. 

Some departments have designated receivers, responsible for 
receiving, logging, inspecting and distributing purchased goods. 

M Receiver or designated 
employee 

Weak. 
Not all departments have a 
receiver; in some 
departments the CAB is the 
receiver).  
Recommendation: 
Ascertain the adequacy of 
the workload of receivers 
and consider cross-utilizing 
receivers among 
departments to create 
stronger segregation of 
duties. Maintain a master 
list of receivers by 
department/ division. 
 

20 Shipments received are logged and documented. Upon receipt of goods, the Receiver logs shipment on Receiving 
Book; some departments use Excel for this process. 
 
 

M Receiver or designated 
employee 

Adequate. 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

21 Procedure for receiving goods and services rendered is 
consistent 
 

Receiver compares the goods received to packing slip and to the 
PO. Receiver stamps, dates and signs the packing slip to 
document the receipt of the goods. 
 
A Packing Slip/Receipt form is available for goods that are 
delivered without a packing slip. 
 

M Receiver or designated 
employee 

Weak. 
It appears that verification 
of services rendered is 
inconsistent among 
departments. 
Recommendation: The City 
should evaluate the 
departments’ practices as 
related to receiving services 
rendered to ensure 
consistency. Moreover, the 
City should evaluate the 
departments’ allocation of 
staff as it relates to 
receiving goods and 
services, and consider 
cross-utilizing staff for 
receiving activities.   

22 Proper segregation of duties exists between the creation of 
a PO and the receipt of goods. 

The system automatically creates a PO as the last step of the 
requisition approval process (see IC #6).  The Receiver is not an 
individual on the requisition approval route.  
 

A Receiver Adequate.  

23 Discrepancies between the packing slip and actual goods 
received (such as quantity, price or type of item) are noted 
for corrective action.  

The Receiver documents the discrepancy on the packing slip in 
order to alert the CAB that there may be an issue that needs to 
be addressed prior to processing the corresponding invoice. 
 

M Receiver Adequate. 

24 Defective products or unsatisfactory services are returned 
and timely addressed with vendors. 

CAB or Receiver (in departments where the Receiver has the 
vendor relationship) contacts the vendor to address the 
discrepancy.   Invoice is not entered into the system until 
discrepancy is resolved. 
 
 

M CAB or Receiver Adequate. 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

25 Vendors providing unsatisfactory goods or services are 
tracked centrally through a vendor management system. 

Unsatisfactory vendor performance is addressed at the user 
department level. The Procurement Department is only involved 
in rare or extreme circumstances.  

M CAB or Receiver Weak. 
There are no established 
criteria regarding what 
constitutes unsatisfactory 
vendor performance. 
Vendor performance is not 
tracked centrally or 
consistently. A master list to 
track vendor performance 
or to support vendor 
warnings and debarment 
does not exist. 
Recommendation: Establish 
measures to improve 
vendor performance 
management. 

26 Goods received are distributed to appropriate party. 
 

Upon receipt of goods, receiver notifies incumbent (individual 
that originated the procurement). Subsequently, incumbent is 
required to acknowledge receipt by initialing the packing slip. 
 
Note: Inventory control of the goods beyond the distribution 
was not part of the scope of this engagement. 

M Receiver or designated 
employee 

Weak. 
Distribution and 
acknowledgment process 
appears inconsistent among 
departments. 
Recommendation: Clarify 
and effectively 
communicate the proper 
procedure for all 
responsible parties   

27 Individuals entering invoices for payment are properly 
trained and authorized. 

Invoice entry is only carried out by CABs. CABs and CAB back-ups 
are identified for each City department. A master list of CABs is 
maintained by AP. CABs are properly trained on accounts 
payable topics and certified. CAB designation can be provided on 
a temporary basis. 

M Accounts Payable Weak. 
CABs may not have 
sufficient AP skills; training 
may not be sufficient due to 
AP personnel limitation. 
Also unclear whether AP 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

periodically reconciles the 
CAB listing with the CABs 
that are actually entering 
invoices.  (Temporary CABs 
designation or transferred-
out CABs). 
Recommendation: Train 
CABs on common invoice 
errors (sales tax, freight, 
vendor discounts). Ensure 
timely removal of CAB 
designation from the 
system  as  appropriate. 
 

28 Inter-departmental invoicing is standardized. City departments (such as the Facilities Department) providing 
services to other departments invoice via work orders.  Work 
orders are utilized to support adjusting journal entries to 
allocate services to other departments. Adjusting journal entries 
are prepared by the CAB 

M/A CAB Adequate. 
However process appears 
to vary among 
departments. For example, 
Parks and Recreation 
reimburses the Water 
department using Check 
Requests. 
Recommendation: Establish 
consistent procedures for 
inter-departmental 
invoicing. 
 

29 All invoices are processed in the system with a unique 
invoice number. 

JDE requires all invoices to have a number. If an invoice does not 
have a number, the City has a process to create an invoice 
number (referred to “scheme invoice” process”). 
 
 

A CAB Adequate. 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

30 Controls are in place to avoid duplicate payment to 
vendors. 

JDE is programmed to not accept duplicate invoice numbers, 
and JDE will not process duplicate invoices numbers for a 
vendor. 
 
The CAB can override the control by following the directions in 
the Invoice Processing Standard Operation Guide.  The CAB must 
verify that the invoice has not been previously paid and place an 
A,B,C,D after the number in order to override the control. 
 

A CAB Weak. 
The CAB can override the 
control by following the 
directions in the Invoice 
Processing Standard 
Operation Guide.   
Recommendation: The City 
should look into the 
appropriateness of the 
invoice override procedure 
and consider including a 
department's supervisor 
approval of the override. 

31 Invoice entry is performed according to established policies 
and procedures. 

CABs enter invoices for payment following the steps listed in the 
Receiving and Invoice Processing Standard Operating Guide. 
 

M/A CAB Adequate. 
 

32 The PO, the packing slip (bill of lading or vendor receipt) 
and invoice are matched based on specified tolerances and 
prior to payment (three-way match process). 

CABs match the PO, the packing slip and invoice prior to 
entering the invoice in JDE. Discrepancies on amounts are 
properly addressed and resolved. 

 

M CAB Adequate. 

33 Individual entering invoice for payment is different from the 
individual processing the payment. 

Designated department CABs are the only individuals authorized 
to enter invoices into the system.  The AP Supervisor processes 
the invoices for the check run. 
 
Notably, AP personnel is entering invoices and processing 
payment for certain smaller City departments and for certain 
payroll payments (payments for retirement). 
 

A CAB Adequate. 

34 Amounts posted to accounts payable represent goods or 
services received.   

All amounts are supported by an invoice and an existing PO 
within JDE. 
 
 

M CAB Adequate. 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

35 All amounts for goods received are input and processed to 
accounts payable. 

CAB enters into the system all vendor invoices corresponding to 
open POs. Additionally, an open PO file is maintained (see IC #7). 

M CAB 
 

Adequate. 

36 Vendor invoices are timely received and processed to 
accounts payable. 

Invoices are generally processed within 5 to 7 business days.  
CABs process invoices to AP in batches 2 or 3 times a week and 
as needed, and submit invoice packages to AP on Monday each 
week. Each batch of invoices is supported by a Journal Voucher 
(“Batch”) report.  

A CAB Adequate. 
Recommendation: The City 
should consider the benefit 
of implementing the use of 
periodic AP aging reports to 
verify that no invoices 
remain unpaid for an 
excessive length of time, 
and  that vendors are timely 
paid. 

37 All invoices received are processed to AP. After the Journal Voucher report is run, the CAB manually 
produces an adding tape to verify the Journal Voucher report 
total for each batch of invoices. 

M CAB Adequate. 

38 Vendor credits are properly identified. CABs identify vendor overcharges (for timing discounts, prior 
invoices, tax exemption) while performing the three-way match 
process (see IC #32).  The AP Specialists also identify 
overcharges during AP processing. 
 

M CAB; AP Specialist Adequate. 

39 Credit memos and other adjustments are accurately 
calculated, processed and recorded. 

CABs address overcharges with the vendor, prepare and submit 
credit memos, and request the vendor to re-issue the invoice. If 
the adjustment is less than 10% or $50, the CAB can make the 
adjustment by adding a line during invoice entry. If the 
adjustment is greater, the AP Specialists gets involved and gives 
the line to the CAB to make correction. 

M/A AP Specialist Weak. 
Credits may not always be 
identified.   
Recommendation: Provide 
additional training and 
better availability of 
resources to CABs. 
Strengthen the process by 
coding discounts up front in 
the system; stronger initial 
control of pricing by the 
CAB. 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

40 Accounts payable are only adjusted for valid reasons. Change orders are only requested and issued by AP personnel. 
An AP Specialist reverses PO and requests a change order when 
discrepancies in pricing, sales tax and freight charges are noted. 
AP Specialist notifies CAB o adjust PO (correct error) and run 
new Journal Voucher report.  

A CAB 
AP Specialist 

Adequate. 

Sub-process: ENABLING PAYMENT 

41 Amounts for goods or services received are recorded in the 
appropriate period. 

AP Specialist reviews PO dates when processing the Journal 
Voucher prior to payment.   
 

A/M AP Specialist Adequate. 

42 The City locates goods and services at the lowest 
reasonable cost.  
 

Through the various quote requirements and competitive 
bidding, the City ensures that goods and service are purchased 
at the lowest reasonable cost. 
 
The Procurement Department produces three separate lists of 
vendor contracts and piggy back contracts existing in other 
government entities. These lists are periodically sent to the 
CABs. 
 
Personnel involved in procurement appear to have various level 
of awareness of available contracts that could result in savings 
for the City. It also appears that AP Specialists do not have 
access to the contract lists kept by the Procurement 
Department. 
 

M Procurement Department 
personnel 

Adequate. 
Recommendation: Increase 
economies of scale and 
realize savings or 
opportunities to identify 
lower prices by effectively 
communicating all existing 
state/local contracts that 
could be of benefit to the 
City. 

43 Accounts payable amounts are accurately reviewed and 
recorded. 

 AP specialist reviews all POs, Check Requests and invoices 
included in the Journal Voucher report (invoice package 
prepared by CAB) for accuracy. Discrepancies are noted and 
addressed.   
New Journal Voucher reports are run when changes have been 
made. 

M AP Specialist Adequate. 
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

44 Accounts payable amounts are accurately reviewed and 
recorded prior to being posted as an expense. 

The AP Supervisor spot checks the Journal Voucher report and 
supporting documentation after the AP Specialists have 
conducted their review and prior to posting to the general 
ledger.  
 

M AP Supervisor Adequate. 

45 Accounts payable are posted to the general ledger. The AP Supervisor approves by posting transactions to AP in the 
general ledger.  
 

A AP Supervisor Adequate. 

Sub-process: PAYMENT 

46 Check stock is secured. Only three City employees (Cash Management Manager, Budget 
Manager, and the Secretary to Financial Services Director) have 
key access to check stock room.  Every week on Thursday, the 
AP Specialist or the AP Supervisor is accompanied by one of 
these employees to retrieve the needed check stock. 
 

M Key holders (Cash 
Management Manager, 
Budget Manager, and the 
Secretary to Financial 
Services Director) 

Adequate. 

47 Check stock is controlled. A Check Control Book is used to maintain a log with check 
numbers to document check stock removed. 

M Key holders (Cash 
Management Manager, 
Budget Manager, and the 
Secretary to Financial 
Services Director) 
 

Adequate. 

48 Checks are printed and signed using two electronic 
signatures. 

Checks are signed using the electronic signature of the two 
currently authorized check signers. Access to signatures is 
restricted to AP Supervisor and AP Specialists. Access to 
electronic signatures is controlled by IT. 

Automated IT 
AP Specialist 
AP Supervisor 

Adequate. 
However, current 
authorized check signers 
are not involved in the AP 
process and thus do not 
review or approve the 
payments that they are 
endorsing through their 
signatures.  
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Key 
Control # 

Existing Control 
(Internal Control Objective)  

Description 
Manual/  

Automated 
Responsible Party 

Evaluation Result  
(Weak, Adequate) 

Cause and 
Recommendation for 

Improvement 
 

Recommendation: Modify 
procedures so that check 
signers undertake a review 
role in the AP process (LA 
audit management 
comment). 

49 Vendors are paid for goods and services received. AP Specialist matches checks and ACH remittances with the 
original invoice.  AP Specialist draws a red line through invoices 
to indicate payment, and store invoices by check run date. 
 

M AP Specialist Adequate. 

50 Checks are reviewed and subsequently posted to cash in 
the JDE general ledger. 

AP Supervisor verifies that all checks in check run are supported 
by an invoice by spot checking transactions.  AP Supervisor posts 
check run to the general ledger (through this step, 
encumbrances are reversed). 
 

A AP Supervisor Adequate. 

51 Positive pay process is in place to ensure the only checks 
included in the check run can be cashed. 

AP Supervisor transfers money to the bank for the check run and 
sends positive pay listing of all checks. AP Supervisor transmits 
ACH remittances to vendors. 
 

A AP Supervisor Adequate. 
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