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September 20 , 2000

TO:

Procurement Officer & Deputy Chief Financial Officer

THRU:
Policy Officer

FROM: 
JAB/Procurement Analyst 

SUBJECT:  
FY98 Consolidated Center Purchase Card Program Audit – Phase II

Reference:  
FY99 Bankcard Program Audit Report dated July  28, 2000 from CFS/D. Thomas & K. Vermillion to DCFO/R. Rodrigues

1.0  OVERVIEW
The Acquisition Division and the Financial Management Division conducted a  two-phased consolidated Center audit.  The Financial Management Division completed Phase I on July 28, 2000, and the Acquisition Division completed Phase II on September 19, 2000.  The referenced report outlines the results of Phase I.  This report discusses the findings and recommended corrective actions resulting from Phase II. 

During Phase I a sample of accounts active between October 1, 1998 and September 30, 1999 were randomly selected for review.  The selected samples were examined to determine whether cardholders complied with rules and regulations set forth in the Purchase Card Training Guide.  Additionally, a review of the internal control system was undertaken to determine whether the system could adequately safeguard government property.  Also, using data provided by Rocky Mountain Bankcard Company (RMBC) and NationsBank Financial Summary Report, analytical reviews were completed to determine the status of the Program.

In accordance with Revision 1.0 of the Audit Plan (Attachment C to the referenced report), the Acquisition Division (JA) Team conducted Phase II of the subject audit. The JA Team, led by Purchase Card Manager, Jenny Renteria, consisted of the following members:  Lynn Thomas & Christopher Signorino/JAB, Stanleigh Phillips/ Occupational Safety, Health, and Medical Services Office and Jim Wise/Logistics Representative.  The team reviewed the purchases flagged during Phase I as possible violations of Purchase Card Policy.  The Team then reviewed 91 Statements of Account that were selected randomly in Phase I to assess whether additional violations had occurred or whether trends of violations were developing. 

As stated in the referenced Phase I report, the primary objectives of the annual consolidated Center audit are to determine the status of the Program, ascertain the degree of cardholder compliance and ensure a system of internal controls is maintained that adequately safeguards government property.   The findings and recommended corrective actions based on Phase II of the consolidated audit are discussed in paragraph 2., below.  Based on the results of Phases I & II, it is the opinion of the Financial Management and Acquisition Divisions that the ARC Purchase Card Program is operating at a low level of vulnerability.

2.0  FINDINGS AND CORRECTIVE ACTIONS:

The Statements of Account reviewed during Phase II were reviewed using as a guideline the questions listed on the Bankcard Assessment Review Sheet (Attachment A).   A total review of the random sample from Phase I was conducted.  In addition, a complete review was conducted of all purchases listed on the 91 Statements of Account containing the Phase I random sample.  The findings and corrective actions are summarized below.

2.1  Approval of SoA by Unauthorized Approving Official

Finding -  There was one instance where a Statement of Account was signed by someone other than the Approving Official or Alternate Approving Official.

Corrective Action – It is mandatory that the cardholders submit their SoAs to Finance with the original signature of the Approving Official or the Alternate Approving Official. The Cardholder and the Approving Official will be notified of the suspected violation and the proposed penalty via a conference call or e-mail. The Cardholder and Approving Official are afforded the right to appeal the initial judgement within 5 working days of the notification.  The final decision will be made by the Purchase Card Manager and Policy Officer after a meeting or conference call with the Cardholder and the Approving Official to discuss the circumstances of the suspected violation and the appropriate penalty.

 In this case, the Purchase Card Manager is authorized to suspend the Cardholder's privileges for six months.  Second and third violations may result in a one-year suspension of bankcard privileges and permanent revocation, respectively. 

2.2  Property Decals 

Finding -   During Phase I, 21 items were listed as potential violations, i.e.,  undecaled property that meets the current agency-wide decaling control criteria .  During Phase II the team discovered that 3 of the 21 listed items did not require a decal.  Of the remaining 18 items that did require a decal, only two were not decaled.  Cardholder compliance with decaling requirements has greatly improved since the IG Audit conducted in 1997. 

Corrective Action:  It is recommended that bankcard holders annotate their SoA or the actual invoice with the 7-digit decal number whenever the purchase involves controlled equipment.   

The Cardholder and the Approving Official will be notified of the suspected violation and the proposed penalty via an conference call or e-mail. The Cardholder and Approving Official are afforded the right to appeal the initial judgement within 5 working days of the notification.  The final decision will be made by the Purchase Card Manager and Policy Officer after a conference call or meeting with the Cardholder and the Approving Official to discuss the circumstances of the suspected violation and the appropriate penalty or waiver of penalty.

 In this case, the Purchase Card Manager is authorized to suspend the Cardholder's privileges for six months.  Second and third violations may result in a one-year suspension of bankcard privileges and permanent revocation, respectively. 

 Restricted Items

Findings – Of the seven purchases of restricted items, two were made without a SEMA agreement in place. 

Corrective Action -  Stan Phillips sent the necessary documentation for a SEMA agreement to the two cardholders who purchased restricted items without a SEMA agreement in place. The Cardholder and the Approving Official will be notified of the suspected violation and the proposed penalty via a conference call or e-mail. The Cardholder and Approving Official are afforded the right to appeal the initial judgement within 5 working days of the e-mail notification.  The final decision will be made by the Purchase Card Manager and Policy Officer after a meeting or conference call with the Cardholder and the Approving Official to discuss the circumstances of the suspected violation and the appropriate penalty or waiver of penalty.

In this case, the Purchase Card Manager is authorized to suspend the Cardholder's privileges for six months.  A second violation may result in permanent revocation of bankcard privileges. 

2.4   Split purchases 

Finding - There were no instances of split purchases.

2.5  Someone other than the cardholder using the bankcard

Finding - There was one instance of a purchase made by someone other than the cardholder. It is imperative that the bankcard is safeguarded at all times.  Only the cardholder may place orders and sign receipts for items purchased with their own bankcard.  If someone other than a cardholder has a requirement that can be fulfilled by using a purchase card, they may request that a cardholder purchase the required items for them. Someone other than the cardholder may “pick-up” an item purchased with a purchase card; however, the cardholder is the only person who may sign the credit receipt.  In some cases the wrong name has appeared on the invoice and that created the impression that the cardholder had allowed someone else to use their card when they had not.   In this case, the cardholder should annotate the invoice for the file.  

Corrective Action - The Cardholder and the Approving Official will be notified of the suspected violation and the proposed penalty.  The Cardholder and Approving Official are afforded the right to appeal the initial judgement within 5 working days of the notification.  The final decision will be made by the Purchase Card Manager and Policy Officer after a meeting with the Cardholder and the Approving Official to discuss the circumstances of the suspected violation and the appropriate penalty or waiver of penalty.

 In this case, the Purchase Card Manager is authorized to remove the Cardholder and the Approving Official from the Purchase Card Program, as well as,  suspend all of the purchase cards under the approving official's span of control until an Alternate Approving Official is certified and agrees to replace the removed official. 

2.6  MISSING / INCOMPLETE FUNDING LOGS

Finding - There were 33 instances of cardholders omitting from the SoA package, the funding logs used to track the amounts of funds available prior to making a purchase. When a cardholder purchases an item with the bankcard without verifying that funds are available to cover the purchase, he or she may be in violation of the Anti-Deficiency Act.  This law states that funding must be certified as being available prior to obligating the Government to pay for a purchased item.  When an item is purchased and no funding is available to cover the price of that item, the purchase must be ratified by the Procurement Officer.  Ratifications at ARC have caused the Procurement Officer and his supporting staff to unnecessarily expend many hours rectifying instances which could have been easily avoided had the cardholder known the amount of funding available prior to using their Purchase Card. 

Corrective Action - This type of violation is easily corrected.  The Cardholders must simply attach a copy of their funding log to the SoA prior to sending it to Finance. In this case, the Cardholders who omitted their funding logs from the SoA package sent to Finance will receive a warning via e-mail.  Second violations will result in the suspension of their Purchase Cards for six months and third violations will result in the removal of the Cardholder and Approving Official from the Purchase Card Program.  This may also result in the suspension of the Purchase Cards under the Approving Official's span of control until an Alternate Approving Official is certified and agrees to replace the removed official.

2.7  MISSING / INCOMPLETE STATEMENT OF ACCOUNT VERIFICATION FORMS
Finding - There were 40  instances of missing or incomplete Statement of Account Verification (SoAV) Forms.   The SoAV is helpful when determining whether (1) the cardholder considered the mandatory source list prior to completing the purchase, and (2) the cardholder reported controllable property to the property management office to be decaled.  During Purchase Card Training, the cardholders are taught to first check the Sources of Supply listed in FAR Part 8.001 and in the Purchase Card Training charts before purchasing the items from another source.  If the sources of supply cannot fulfill the requirement, the cardholders are instructed to document that fact on the Statement of Account Verification Form and place it in the file.  In addition to the Statement of Account (SoA) and the funding log, the Statement of Account Verification (SoAV) Form is one of the most important pieces of documentation for the file.  In addition to using the SoAV to verify each SoA, the team suggests that the cardholders use the SoAV form as a checklist prior to purchasing an item.  The form will serve as a reminder of the issues that should be addressed before each purchase.

Corrective Action - This type of violation is also easily corrected.  The cardholder must accurately complete the SoAV form, i.e., they should not carelessly check every box, and then attach it to the SoA prior to sending it to Finance. In this case, the Cardholders who omitted their SoAV forms from the SoA package sent to Finance will receive a warning via e-mail.  Second and third violations will result in the suspension of their Bankcards for six months and one year, respectively. 

2.8   PURCHASE OF PROHIBITED ITEMS

Findings -  There were no instances of prohibited items purchased by a cardholder. 

.

3.0 SUMMARY

The consolidated Center audit was performed to determine the status of the Purchase Card Program, ascertain the degree of cardholder compliance and ensure a system of internal controls is maintained that adequately safeguards government property. The ARC Purchase Card Program has adequate internal controls in place to lessen the probability of Purchase Card misuse and abuse.  The numbers of ratifications are down.  The consolidated Phase I/II Assessment by the Financial Management and Acquisition Divisions has reduced the number of internal investigations while improving the assessment process.  The vast majority of the findings herein are easily correctable, and the cardholders will use the appeals process to explain the circumstances of the documented violations so penalties, if any, will be assessed fairly.  It is the opinion of the Financial Management and Acquisition Divisions that the ARC Purchase Card Program is operating at a low level of vulnerability.

3.1  ACKNOWLEDGEMENTS

The Acquisition Division was better able to successfully complete Phase II of the Consolidated Center Audit of the Bankcard Program due to the outstanding support we received from the Financial Management Division, the Occupational Safety, Health, and Medical Services Office and the Logistics Management Division.

Financial Management Division :  Derrick Thomas and Kristina Vermillion completed Phase I of the consolidated effort and provided the Acquisition team with a list of flagged purchases from the random sample. Amber Sutton and Denise Snow led the Phase II kick-off meeting by summarizing the results of Phase I and the expectations of Phase II.   FMD provided continual 

assistance throughout Phase II by answering questions and providing the team with the necessary purchase card documentation in real time.

Occupational Safety, Health, and Medical Services Office: Stanleigh Phillips assessed suspect purchase card purchases such as methanol and determined whether the items were prohibited.  Stan also verified whether a SEMA agreement was in place prior to the purchase of a suspect item.   Without Stan's help, the assessment would have been a more burdensome task for the team as well as the cardholders.

Logistics  Management Division:  Jim Wise assessed the cardholder's purchases to determine whether they had notified the appropriate logistics personnel of an item requiring a decal.  Jim found that the vast majority of items requiring a decal are in fact, decalled.  This is a great improvement since the IG found the decal process lacking in 1997.  Without Jim's help, the assessment would have been a lengthy ordeal for the team as well as the cardholders.
Christopher Signorino

Procurement Analyst

APPROVED:

Charles W. Duff II



Randy D. Rodrigues

Chief, Acquisition Division


Acting Deputy Chief Financial Officer

Encl. 

Phase II Checklist

Attachment A.

Consolidated Center Audit of the Bankcard Program – Phase II Checklist

CARDHOLDER’S  NAME & ORG.:___________________________________________

CARDHOLDER’S NO.:____________  TOTAL PURCHASES. $______________

1.  Were only appropriate items  requisitioned?

a. Was the I.M.P.A.C. purchase card used for any prohibited items?  YES (   NO (  

b. Was the requirement split among multiple purchases to circumvent CICA? YES ( NO (
c. Are REPETITIVE items being purchased rather than using other procurement methods or                       

    the supply system?  YES (  NO (
2.  Were  all acquisitions properly authorized?

a. Was the card used by anyone other than the cardholder? YES (   NO (
b. Is the I.M.P.A.C. purchase card properly safeguarded against misuse/theft?  YES  (  NO (
c.  Did any single transaction exceed the I.M.P.A.C. purchase card single purchase or  monthly                   monetary limit?   YES  (  NO  (
3.  Did any purchases violate the Anti-Deficiency Act ?

a. Is there evidence that funds were available prior to making the purchase (EZ report)?  

YES (     NO (
b. Does the cardholder maintain a log in the file to determine remaining funds?   YES (   NO (
4.  Were only appropriate items acquired ?

a. Is there evidence in the file that the mandatory source list was considered prior to 

    completing the purchase (e.g., a SoA verification form)?   YES  (    NO (
5.  Were item(s) ordered, items received and vice versa?

a.  Is the card holder reporting purchases of controllable property to the property 
   
     management office for decalling?   YES (     NO (
Reviewing Official:_____________________________________________________

ATTACHMENT B.

JA Internal Memorandum

Subject:  JA Decision to Postpone Consolidated Center Purchase card Audit to Accommodate CF Schedule

JA had planned to conduct annually the consolidated center audit of the purchase card program.  After noting the success of the first joint audit (hereafter termed assessment) of the purchase card program in January 1999, a second joint assessment was scheduled for January 2000.   In December 1999, JA was notified by CF that Phase I of the audit would not be complete until late FY2000 due to CF’s heavy workload.  JA then discussed internally, the pros and cons of conducting their own purchase card assessment in January 2000 to stay on schedule.  It was determined to be in the best interest of all parties that JA wait for CF to complete Phase I of the two-phased assessment which they did on July 28, 2000.    JA then formed a team and conducted Phase II of the assessment during the week of August 21, 2000.  After gathering all the data from Phase II and combining it with Phase I, a draft of the consolidated report was completed on September 20, 2000 and disseminated to the Phase II team for comments and then finally to CF and JA management for comments.   Upon approval of the report by the Policy Officer, the report will be sent to JA for signature and then to CF for signature and posting on the FMD website.
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