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February 7, 2001
Board of Directors

South Coast Air Quality Management District

21865 Copley Drive

Diamond Bar, CA 91765

To the Board of Directors:
Vargas, Lopez and Company, LLP is pleased to submit its report on the internal control policies and procedures of South Coast Air Quality Management District.  This report constitutes our review of your policies and procedures as documented by AQMD.  We did not test the policies and procedures and accordingly do not express any opinion on them.  Where noted, we offer recommendations for improvements.  In these cases, management’s responses were solicited and included in this report.

We wish to thank AQMD for the opportunity to provide these services.

Sincerely,
Vargas, Lopez and Company, LLP

1.  Control Objective:  Detail records or subsidiary ledgers are maintained for all fixed assets, and are integrated into the accounting system by personnel independent of general ledger, cash purchasing, payable, and capital expenditure authorizing functions.

Control Objective met?   Yes.   Additions to the fixed asset subsidiary ledgers interface from Purchasing and Receiving.  The “trackers” maintain transfers of fixed assets within a division.  Trackers are personnel assigned within each department with the responsibility of maintaining the fixed asset records once an asset is assigned to the department.  The Purchasing Supervisor maintains disposals and transfers between divisions.

Additions to fixed assets are maintained by Purchasing.  When a fixed asset is purchased, the following information is input into PeopleSoft:

1. cost

2. manufacturer

3. additional comments

When the item is received, that information is input into the receiving module of PeopleSoft, modifying any existing information from Purchasing, as needed. The Purchasing and Receiving modules interface with the Asset Management System.  All of the information is transferred over.  The Senior Accountant in Cash Management is in charge of running the interface to integrate all of the data from Purchasing and Accounts Payable into the Asset Management System.   This Asset Management System contains all of the subsidiary ledgers or detail records of the fixed assets.  The Senior Accountant in Cash Management also runs the “Account Entry Creation” which creates journal entries for the general ledger.  The Senior Accountant in Cash Management who runs the “Account Entry Creation” is independent of other general ledger functions and has no responsibility for the purchasing or payment of fixed assets.

The detail records of the Asset Management System are broken out by division/department and are maintained by personnel assigned within the division.  Theses personnel are called “Trackers.  The Trackers are in charge of keeping track of an asset’s location.  If assets are transferred within the division, the Tracker maintains the Asset Management System and updates the location of the asset.  In this way, the Trackers maintain the information current in the Asset Management System.

The Purchasing Supervisor maintains the records for any dispositions and transfers of fixed assets between divisions.  After receiving the appropriate approvals, the Purchasing Supervisor records the disposition or transfer in the Asset Management module.    

Management Response:
Management concurs with comment. See Control Objective 9 comment for details. 

2.  Control Objective:  Custodians of fixed assets are required to report any changes in the status thereof, i.e., transfers, sales, scrapping, obsolescence, excess.

Control Objective met?   Yes.  When a transfer of a fixed asset or controlled item occurs within a unit, the Tracker is able to go into the Asset Management System and record or modify any pertinent information regarding the fixed assets or controlled item.  The Asset Management System is capable of allowing each Director or Tracker to reassign and reallocate fixed assets or controlled items within the division.

When a transfer of fixed assets or controlled items occurs between organizational units, a transfer form is used.  The DEO (Deputy Executive Officer) or Director making the transfer has to notify the Procurement Manager, Nancy Covey, by use of the transfer form.

In the case of surplus fixed assets or controlled items, the Procurement Manager must be informed in writing by the unit of any items it wishes to have declared surplus.  Surplus fixed assets or controlled items are those that cannot be economically maintained or can no longer operate effectively.  The Procurement Manager, then, either gets the Board or the Property Officer to declare the item(s) surplus.  If the item is a fixed asset, the Board has to declare it a surplus item.  If the item is a controlled item, the Property Officer is able to declare it a surplus item. 

The Procurement Manager is able to dispose of items in an auction, by donation, or as a scrap and salvage with Board Approval.   

Management Response:

As noted under the comments in Control Objective 9, Management is requesting that the responsibility for entering information on transfer and disposition of fixed assets be removed from the Purchasing Supervisor.  Also, Management would like to have the responsibility for obtaining Board approval for declaring fixed assets as surplus rest with the responsible division.  Each division has a fixed asset tracker who can provide this information.  The Procurement Manager's responsibility will be to arrange for the appropriate method of disposition after receiving notice from the Property Officer.  

3.  Control Objective:  The subsidiary ledgers are balanced to the control ledgers periodically.

Control Objective met?  Recommendation below.  According to Ben Soriano, he or June Allen balances the detailed asset ledgers in the Asset Management System to the general ledger every year.

Recommendation:   It is recommended that the subsidiary ledgers be balanced to the control ledgers more often than once a year as a precautionary step.  Balancing the subsidiary ledgers every six months would allow staff to detect and resolve problems of unreconciled subsidiary and general ledgers in a more timely manner.

Management Response:

Management agrees with the auditors that balancing the subsidiary ledgers should take place every six months.  It is the desire of management to reconcile the fixed assets vs. the general ledger on a monthly basis.  At this point, the reconciliation will be done on a quarterly basis until all the “bugs” that prevent a monthly reconciliation will be taken care of.  It is our ultimate goal to perform monthly reconciliations.  It will be the Senior Accountant or the Accounting Technician in Cash Management does the reconciliation.    

4.  Control Objective:  Written policies exist that are known by the accounting personnel on differentiating between capitalizable additions, freight, installation costs, replacements, and maintenance expenditures.

Control Objective met?   Yes.   The SCAQMD keeps a copy of the “Joint Committee on Fixed Asset Accounting”.  The SCAQMD follows the written policies therein in order to determine what is to be capitalized and what is to be expensed.  The SCAQMD also has a Policies and Procedures write-up on fixed assets that it follows.  

When a fixed asset is purchased in Purchasing, all the information about the fixed asset is put into the system, including if the item is capitalizable.  If an item is $2,500 or more, it will be capitalized.  In addition, the Board approves a budget for fixed assets and Purchasing has a list of these fixed assets approved.  The fixed asset bought will have a budget for it.  The Purchasing Officer, by these guidelines, will know how to differentiate between capitalizable costs and costs that should be expensed.  This information is put into the system when the item is bought.  This information is then interfaced to the accounts payable module in order for an invoice to be paid.  The accounting personnel in Accounts Payable have this information available to them.

Management Response:

Management follows the written policies in the Administrative Policy No. 20 to determine what is to be capitalized and what is to be expensed.  The Controller, by these guidelines, differentiates between capitalizable costs and costs that should be expensed. 
5.  Control Objective:  Wherever practicable, equipment is tagged with metal tags or otherwise labeled with identification and inventoried on a systematic basis and detail records adjusted.

Control Objective met?   Yes.  The District Storekeeper tags the fixed assets and controlled items when he receives them.  Then the Purchasing Supervisor, or Purchasing Assistant will enter the tag number in the computer where the rest of the information about the fixed asset or controlled item is already recorded.  At the time of purchase, fixed asset or controlled item information recorded in PeopleSoft includes:  equipment description, cost, purchase order number(s), date of purchase, location, organization unit, and manufacturer/make/model/serial number.  The District Storekeeper will then deliver the item to the appropriate unit.  

Management Response:
Management concurs with comment.

6.  Control Objective:  Titles of sites, buildings, vehicles, etc., are held in the name of the proper authority.

Control Objective met?   Yes.  The SCAQMD holds title to all vehicles.

Management Response:
Management concurs with comment.

7.  Control Objective:  Items are adequately safeguarded from loss due to fire, theft, or misplacement.

Control Objective met?   Yes.   The building is secured.  According to Ben Soriano, there are seven security guards.  The security guards inspect all laptops, cell phones, and other items that go in and out of the building.

The SCAQMD also performs inventory counts.  Every two years there is a District-wide inventory.  In this inventory, someone from Finance observes, as someone from the division performs the inventory count.  Inventory is done on the Monitoring and Analysis Division every year.  This inventory is performed every year because the Monitoring and Analysis Division carries large and expensive equipment.  During this type of inventory, someone from Finance also observes as someone from Monitoring performs the count.  At times, someone from the location will participate in the inventory count as that person will be more familiar with the items in inventory and their location.  

Certain areas in the SCAQMD are physically secured.  The Telecom room and lab are secured areas.  To go in would require the assistance of someone that has access to the room.  

Further, computers and other fixed assets or controlled items are assigned to an individual person.  That person would then be responsible for that item.  Vehicles are kept track of by Automotive Authorization.  To be able to borrow a car, a person would have to show their license and fill out the sign out form.  

The SCAQMD has fire insurance coverage for all of its property, with appropriate deductibles.

Management Response:
Management concurs with comment.

8.  Control Objectives: - Estimated lives and methods of depreciation are initially reviewed and authorized by a responsible official.

- A responsible official reviews the computation of depreciation.

- Estimated lives are periodically reconsidered by a responsible official for   

   adequacy based on actual experience.
Control Objectives met?  Recommendation below.   The SCAQMD has not been depreciating assets at all, nor has AQMD done it in the past.  The Asset Management System in PeopleSoft has a module to keep track of depreciation.  According to Ben Soriano, the depreciation practice will be implemented in two years.  

Recommendation:  It is recommended that when the depreciation module starts being used, the above control objectives be taken into consideration.

Management Response:
Management concurs with comment.

9.  Control Objective: Access to computerized fixed asset records is limited to those with a logical need for such access.

Control Objective met?   Recommendation below.  The Senior Accountant in Cash Management, the Accounting Technician in Cash Management, and the Purchasing Supervisor all have “Asset Management Superuser” access.  The Senior Accountant in Cash Management needs this access to be able to interface from the Purchasing and Receiving, and the Accounts Payable modules into the Asset Management module.  He also uses this access to create journal entries.  The Accounting Technician in Cash Management uses the access to be a backup to the Senior Accountant.  The Purchasing Supervisor uses the Asset Management Superuser access to transfer assets between divisions and to dispose of assets in the system.  However, this access would also allow her to create journal entries and run the interface.  The Purchasing Supervisor should not have this access.

Recommendation:  It is recommended that the Purchasing Supervisor not have an Asset Management Superuser access.  Assets that are transferred between divisions or that are disposed should be kept track of in the system by someone else.  The Senior Accountant in Cash Management cannot have this task because he is the one that creates journal entries and runs the interface, as well as reconciles the asset subsidiary ledger to the general ledger.  It is therefore recommended that someone else in Purchasing, perhaps one of the Purchasing Assistants, be given limited access to the Asset Management module.  This person will be responsible for keeping the system up to date on approved dispositions and transfers between divisions.
Management Response:
The report states that the Purchasing Supervisor should not have Superuser access for the Asset Management Module in PeopleSoft.  Management concurs with this recommendation, but Management disagrees that the responsibility for entering data on the movement of items between divisions and on disposition of assets should be assigned to the Purchasing Assistants.  The workload of the Purchasing Assistants cannot support this additional responsibility.  Management suggests that the responsibility for updating the system on movement of property between divisions be transferred to Administrative Services to be performed by the Facilities Services Technician.  The Facility Services Technician who oversees the movement and relocation of District furniture and equipment would only be responsible for entering data concerning the name of the responsible employee and the physical location of the property.  Because the Asset Management panels for transfers, adjustments, retirements, and disposition directly affect the general ledger, accounting personnel will reconcile the subsidiary records against the general ledger.  Procurement will record the fixed asset and controlled item information into PeopleSoft at the time of purchase and arrange for the disposition of surplus property after Board or Property Officer approval.

1.  Control Objective: Purchase orders are initiated on the basis of purchase requisitions approved by a responsible employee.

Control Objective met? No. Recommendations below. There are exceptions where the purchase order is created after the expense has already been incurred.  There are instances when Monitoring Stations need maintenance services.  These stations get serviced right away and then a purchase order is entered after the fact.  There are also instances where a department buys the goods themselves.  Later, when payment needs to be made to the vendor, the purchase order is created in the system by a Fiscal Assistant.  In instances like these, the budget does not get checked before the purchases are made.

Recommendations: To maintain budget integrity, all purchases should go through the purchase order line.  In emergency situations as with the monitoring stations that need maintenance services right away, perhaps a purchase order can be called in to a buyer.  The buyer can then check the budget and process the purchase order.  For small, immediate purchases a credit card prepaid by each divisions can be used so that small purchases would not have to go through the purchase order line, but at the same time the budget would not get bypassed.

Management Response: The audit report notes that there are instances where the purchase order is created after the expense has been incurred and instances where divisions procure services or supplies themselves and then a confirming order is prepared by the fiscal assistant.  In these instances, the budget does not get checked before the purchases are made.  To eliminate this problem, we intend to implement the following procedures: 1) the CALCard credit card will be used for small dollar value purchases of $500 or less for those divisions in the pilot program; Monitoring and Analysis, Administrative Services & Human Resources, and Information Management.  2) Direct purchase orders will be used for emergency situations; a requisition will not be required, but purchasing must receive proper notice from the responsible DEO; 3) use of confirming orders will be limited to unusual situations that have been approved by the responsible DEO.  Management disagrees with the auditor's recommendation that purchases using the CALCard credit card should be prepaid.

The auditors recommend that the PO Superuser access be customized to eliminate the Receiving Module so that Purchasing would not be performing any receiving functions.  Purchasing staff would have only view access to the receiving module.  The fiscal assistant has been entering receiving data because the receiving area was understaffed.  With the addition of a stock clerk in the August timeframe, entry of receiving data will be transferred to the District Storekeeper.  The District Storekeeper will require only view access to the purchasing module.

2.  Control Objective: The purchasing function is performed by and the purchase orders prepared by personnel independent of the receiving, shipping, payables, disbursing, and cash receipt functions.
3.  Control Objective: Access to computerized vendor records is limited to those with a logical need for such access.

Control Objectives 2&3 met? No. Recommendation below.  Haydee Pearce and Virginia Gutierrez, Fiscal Assistants in Purchasing have a PO user access and an AP User access.  With only a PO User access, the Fiscal Assistants don’t do any buying, but they create confirming purchase orders (these are for expenses that have already been incurred).  The PO User access is also the access that allows them to create an on-line receiving report.  With the AP User access, the Fiscal Assistants can add a vendor and create vouchers.  Currently the Fiscal Assistants don’t use this Accounts Payable Module at all, but have access to it.  The Fiscal Assistants in Purchasing, then, can add a vendor, create a purchase order, create an on-line receiving report, and create a voucher.

At this time, the Storekeeper has a PO User access.  The Storekeeper uses this access to inquire on purchase order numbers.  He inputs the purchase order number from the packing slip and is able to tell whom the package belongs to.  Most vendors identify AQMD’s purchase order number on the packing slip.  This is requested to the vendors by AQMD.  When the packing slip does not have the purchase order number, the Storekeeper finds it out from the Purchasing Division.  With this PO User access, the Storekeeper is also able to record receipts in the system and create purchase orders.  With the function that the Storekeeper is performing right now, all he needs is a PO View access.

Recommendations: It is recommended that the Fiscal Assistants in Purchasing either not create purchase orders or not do the on-line receiving report and that they be given access to one module and not the other.  The way it is now, the Fiscal Assistants are performing purchasing and receiving functions.

The Fiscal Assistants should not have and do not need an AP User access for the functions that they perform.  This access should be taken away and an AP View access given instead.

Management Response:  The audit report recommends that the fiscal assistants in purchasing not be given user access to the Accounts Payable module and that only view access be given.  Management concurs with this recommendation.  The fiscal assistants have no need for user access.  It further recommends that the fiscal assistants either discontinue creating purchase orders or discontinue doing the on-line receiving report.  Since the entry of receiving data is being transferred to the District Storekeeper, the fiscal assistants will no longer need access to the receiving panels.  Management concurs that the District Storekeeper only needs a PO view access.

4.  Control Objective: Purchases are made in accordance with applicable legal requirements.

Control Objective met?  Yes. The South Coast Air Quality Management District has a Procurement Policy and Procedure.  Purchases are to follow the requirements, legal and otherwise, set forth in the policy. VLC reviewed the revised Procurement Policy and Procedure and it appears that AQMD is following the applicable legal requirements.

5.  Control Objective: Purchase orders require approval that a sufficient amount is available in the appropriation account to which the purchase is chargeable.
Control Objective met?  Yes. The buyer then puts the purchase order through the Edit function and then through budget check.  The budget check in PeopleSoft checks the amount of money left in the budget allocated to the particular Fund/Org/Account combination. After the BCM (Budget Check Module) status is valid, the purchase order is saved.  PeopleSoft has various control functions built in.  This is positive because it keeps the internal control procedures in operation.

A purchase order that has been saved can be changed by doing a change order function.  When this is done, the system will recognize it as a change order and will label the purchase order as “Revision 1” when it is printed.  When a line item or a whole purchase order needs to be canceled, the buyer has to reduce the amounts of the purchase order down to a penny.  This is so that the funds will get released back to the budget. 

6.  Control Objective: Copies of purchase orders are distributed to vendors, the acquiring department and filed in historical vendor files.

Control Objective met?  Yes.  After it is printed, the purchase order is signed by the buyer and is mailed to the vendor.  A copy is kept in files that are labeled and kept by purchase order number.  A copy is not given to the Receiving Department or the Accounting Department because employees of these two departments have access to purchasing database information. 

7.  Control Objective: Written receiving reports are prepared on all items received.

Control Objective met? No.  Recommendation below.  Eddie Kwan then records the packages in a receiving sheet.  This receiving sheet lists out the number of packages, purchase order number, vendor, and whom the package(s) were ordered for.  After this, Eddie takes the package to the user.  The user confirms the receipt of the package by signing the packing slip.  Eddie does not prepare a receiving report.

Recommendation: A receiving report might not be necessary since the recording of receipts in the system acts like an on-line receiving report.  The only change recommended is to have someone in receiving be the person to actually enter the information for packages received instead of someone in Purchasing.

Management Response: The audit report notes that the District Storekeeper does not prepare a receiving report since the entry of receiving data into PeopleSoft serves as an on-line receiving report.  As previously stated the responsibility for entering receiving data into the system will be transferred from the fiscal assistant to the District Storekeeper.
8.  Control Objective: The receiving department reports shortages to purchasing and accounting.

Control Objective met? Yes. Order shipments are received by Eddie Kwan, District Storekeeper.  If the package has a company seal, Eddie gives it a quick inspection.  If the package does not have a seal, Eddie opens the package and compares the content to the packing slip.  If there is a broken item or an incomplete or incorrect order, Eddie informs Purchasing and the user.  

9. Control Objective: The receiving department keeps a permanent chronological record of receipts.

Control Objective met? Yes. Recommendation below. At the end of the day, Eddie Kwan, the Storekeeper puts together all of the packaging slips with the receiving sheet on top.   The Storekeeper does not keep a copy of this receiving sheet. The Storekeeper takes the stack of packing slips along with the master receiving sheet over to Purchasing.  When Purchasing compares the receiving sheet with what they have recorded, the master receiving sheet goes back to the Storekeeper.  He then files this receiving sheet in a permanent binder.

Recommendations: The Storekeeper should not send the master receiving sheet over to Purchasing without having a copy of it.  This master receiving sheet can get lost, or altered in the process of going to Purchasing and back.  The Storekeeper should have its own record of receipts separate from what he sends to Purchasing.  It is recommended that the Storekeeper make a copy of the master receiving sheet and send the copy to Purchasing.  He should file the master receiving sheet right away in a permanent binder.

Management Response: Management will implement the recommendation.

10.  Control Objective: Copies of the receiving report are sent to purchasing, accounting, and perpetual inventory recordkeeepers.

Control Objective met? No.  Recommendation below. From Receiving Room, Haydee Pearce or Virginia Gutierrez, Fiscal Assistants gets the packing slips.  The Fiscal Assistant manually matches the packing slip with the purchase order, and the invoice received through the mail. (The purpose of having Purchasing get the invoices directly from the mail are so that the Fiscal Assistants can write down the purchase order number on the invoice before Accounts Payable receives them.  This procedure is done to save Accounts Payable some time in looking up purchase order numbers).  

Recommendation: The invoices received through the mail should go directly to Accounts Payable, not Purchasing.  Also Purchasing does not need to keep a copy of the invoice in the vendor files since Accounts Payable keeps the originals.  There is little need for invoices to go through Purchasing first. It is recommended that invoices go directly to Accounts Payable.  This will be a separation of the Accounts Payable and Purchasing Functions.

Management response: The audit report recommends that all invoices received through the mail should go directly to Accounts Payable.  It further states that Purchasing does not need to keep a copy of the invoice in the purchase order files and that there is little need for invoices to go through Purchasing first.  Comments:  Due to the fact that the purchase order reconciliation feature in PeopleSoft is not operational, it is not feasible at this time to dispense with the requirement to photocopy and maintain copies of the invoices in the purchasing files.  Having invoice information readily available in purchasing facilitated our ability to perform the end-of-year rollover activities.
1.  Control Objective:  Requests for new personnel are originated only by department heads or other appropriate officials.  

Control Objective met?   Yes.   A memo requesting new personnel is originated by the division director or manager needing a position filled.   Human Resources receives this memo and fills out a Personnel Transaction Form.  This form includes information about what position needs to be filled and who is requesting an employee.  The PTF (Personnel Transaction Form) gets approved by the proper supervisors and then finally by the Director of Human Resources.  After the Director of Human Resources approves the Personnel Transaction Form, the Personnel Technician starts the recruitment process.

Management Response:

All requests to fill budgeted vacancies originate with departmental DEOs and are reviewed by the Assistant DEO/AHR and then approved, in writing, by the Executive Officer.  Only then is paperwork generated and recruitment initiated.  Additionally, Human Resources Analysts initiate and conduct recruitments.

2.  Control Objective:  Personnel requires an investigation of and employment application from new employees.  (Investigation should include checking employee’s background, former employers, and references.)

Control Objective met?  Yes.   Recommendation below.   Human Resources do not do applicant investigations.  These are typically done by the Departmental Representatives.  Since departmental representatives are responsible for making and justifying hiring selections within their department, it is these departmental representatives who are responsible for checking references and speaking directly with previous supervisors.  Even though this is common practice, there is no written policy that states that the departmental representatives should do this as a standard hiring step.  Also, there is no one in Human Resources checking to make sure this hiring step is being done.

Recommendation:  It is recommended that some internal control steps be added to assure that departmental representatives are doing hiring investigations as a standard practice.

Management Response:

Management concurs with this.  The Assistant Deputy Executive Officer/Administration and Human Resources is going to see to it that the instructions sent over to the hiring authority in the department, include an investigation step.  The plan is also to add a box to the hiring instructions so that departmental representatives can check it off when they have done the investigation on the candidate. 

3.  Control Objective:  A responsible official periodically reviews classes of positions and pay rates for correspondence with the provisions of the salary and wage ordinance or other documents designating rate of pay of employees.

Control Objective met?   Yes.   Classification studies can be done when requested by the unions or an employee.  In a Classification Study, an independent agency would look at the job classes and compare the company salary rates with the rates of other agencies.  A Classification Study is being conducted currently by an outside consulting firm.  The consulting firm is looking at every position class.  Examples of position classes would be secretarial, engineering, and inspection.  Certain positions have been reclassified as a result of this study.

4.  Control Objective:  Personnel files are maintained and they contain at least information on employment application, date employed, pay rates, changes in pay rates and position, authorization for payroll deductions, W-4 forms, authorization to work in the U.S. (INS Form  

I-9), specimen signatures, and termination date, where appropriate. 

Control Objective met?   Yes.   Personnel files are maintained by Human Resources.  The files contain the employment application, date employed, the starting pay rate, as well as, changes in pay rates because of promotion or pay raises.  The files also contain proof of authorization to work in the U.S.   A specimen signature can be found on the employment application.  The W-4 forms are kept by Payroll in separate employee files upstairs.  If an employee is terminated, the folder would also contain the termination date.  Terminated employee files are kept in the same area, but in a separate cabinet.  Now with the PeopleSoft Human Resources System, most of this information is also entered in the system.  Pay rate changes, for example are entered in Human Resources.  This information interfaces with the Payroll module during the time of payroll processing.

5.  Control Objective:  Written termination notices are required that properly document reasons for termination and require approval of an appropriate official.

Control Objective met?   Yes.   A whole procedure is followed when an employee is terminated.  SCAQMD follows the Skelly procedure.  This is a procedure that is followed by a State Agency to terminate an employee.  This procedure would include a termination notice, properly documented reasons for termination, and an approval by an appropriate official.  There is official documentation that goes into the terminated employee’s file.  If an employee resigns, there usually will be a two-week notice letter in the employee’s file.

6.  Control Objective:  Physical controls exist over personnel records that prevent their loss or use by unauthorized personnel.

Control Objective met?   Yes.   Personnel files are kept in a locked cabinet.  Asst. DEO/AHR, Personnel Technician, and the Human Resource Secretary only have access to this area.  Other outside directors or supervisors have to make an appointment if they want to look at an employee’s file.  Employees who want to look in their own file also have to make an appointment with someone in Human Resources.  An employee looks at a file under supervision of a Human Resources employee. 

7.  Control Objective:  Access to computerized payroll records is limited to those with a logical need for such access.

Control Objective met?   Yes.   Access to the Human Resource module in PeopleSoft is limited to the personnel that work in Human Resources.  The Personnel Technician, DEO/AHR, the Asst. for Asst. DEO/AHRand the Secretary all have the same access and can perform the same functions in the system. 

1.  Control Objective:  Time keeping is separated from payroll preparation.

Control Objective met?   Yes.   Timekeeping is now done in PeopleSoft with an on-line, electronic timecard.  Employees fill out their own on-line timecard every pay period, have the program calculate the totals, and then submit the timecard for supervisory approval.  On the time card, employees report the amount of regular work hours, overtime hours, sick or comp time taken, and the program(s) these hours are assigned to.  The on-line timecard has a running total of sick, vacation, comp time, z time, and admin leave hours available to an employee.  The system, then, keeps track of these hours available to the employee.  The timecard also has a place for comments.  Employees are required to enter a comment for call back, overtime, hazard, or bereavement hours reported.  

Management Response:

Management concurs with comment.

2.  Control Objective:  The approval of the department head or foreman on time cards or other attendance data is required prior to preparing payroll.

Control Objective met?   Yes.   After the timecard is submitted electronically by an employee, supervisory approval is then required.  The time card is approved on-line by the employee’s first and second-level supervisors.  The supervisors go into the “Approve Timesheets” in the “Timesheets” screen, view the timecard, and then approve it, disapprove it or leave it alone by clicking the appropriate box. Once a timecard has been approved, it is forwarded to payroll.  Sometimes, when there is only one supervisor for an employee, only that supervisor’s approval is required.  

Approval functions can be given to another party.  When a supervisor will not be there, the “Delegate Approval” function of the AQMD timesheet can be used by the supervisor to give another individual the authority to approve timecards.  Payroll can also change an employee’s level-one and level-two supervisors.  This will be done in cases where the employee has changed positions or divisions.  

3.  Control Objective:  Changes on time cards are initialed/approved by a department head or similar person.

Control Objective met?   Yes.   When changes on a timecard involve more money (e.g., When an employee works overtime before the pay period is over and after the timecard has been forwarded to payroll), a supervisor’s approval is required.   The approval for the change will usually come in the form of an e-mail from the supervisor of the employee to payroll explaining how many more hours should be put on the timecard and why.  If the change does not involve more money, an employee will call payroll and inform someone that a sick day was taken, or some vacation time was used that was not reported on the timecard.  Payroll would then change the timecard.

4.  Control Objectives:  Persons preparing the payroll are independent of other payroll duties

                                        (e.g., time keeping, distribution of checks), and they have no access to  

                                        other payroll data or cash.  

                                        -Checks are returned to an employee who is not associated with the 

                                         payroll function.

Control Objectives met?  No.  Recommendation below.  The small number of staff doesn’t allow for this segregation of duties, but the supervision in the processing of payroll lowers risk.
Payroll has a small staff.  Payroll personnel take turns doing all of the payroll functions so that they can all learn how to do everything in payroll.  This way, anyone in payroll can cover for others.  So persons preparing the payroll are not independent of other payroll duties.  The supervision in payroll and supervision by the Controller, mitigate the lack of segregation of duties within the payroll unit.  

Payroll also has access to payroll checks after they have been printed.   After the Senior Accountant in Accounting prints payroll checks, she brings them back to payroll.  Payroll gets the checks ready for distribution. Department contacts from the different departments come and get the checks along with a signing log.   The department contacts, not payroll, however, are the ones responsible for physically distributing the checks to the personnel.  Each employee has to sign for his/her check at the time of receipt.  Payroll gets back any unclaimed checks remaining after distribution and holds them for employees to pick up.  

So, even though payroll has access to the checks after printing, the Senior Accountant has already seen the checks, and the department contacts are the ones that physically distribute them.  Additionally, before payroll gets the checks turned over, the Controller sees the printed checks and the check register and approves the distribution with an initial on the register. 

Recommendation:  It was noted that the review control procedure has not been put in place yet.  The Controller indicated that she doesn’t always see the check register and the printed checks before they are given back to payroll for distribution.  It is recommended that the check register and printed checks be shown to the Controller for her review and approval before check distribution, with the approval evidenced by the Controller’s initial on the check register.  The lack of segregation of duties in payroll makes it more important for supervisory control procedures to be in place. 

Management Response:

PeopleSoft HR-Payroll went live in October 1999.  We have had quite a few setup and other pressing issues especially when we ran the first W-2s in PeopleSoft.  That, during the auditor's review, control procedure for check register and printed checks was not in place.  Since then most of the major issues have been resolved and the control procedure is now in place and is fully implemented.

5.  Control Objective:  Payroll checks timecard/attendance records for computations of payroll period hours.

Control Objective met?   Yes.   The PeopleSoft System meets this objective differently.  The PeopleSoft System has electronic timecards as mentioned above.  When an employee finishes putting the hours in the timecard, the employee clicks on “calculate totals”.  The system then verifies the information and calculates the totals.  When payroll gets the electronic timecards, it is able to see the hours reported, as well as the comments input by the employees.  Payroll personnel no longer check the timecards for computations of hours, since the total hours are calculated by the program.  

6.  Control Objective:  Payroll reviews timecard records for specific overtime approval as well as approvals of department heads, etc.

Control Objective met?   Yes.   With the new PeopleSoft System, payroll no longer has to review the timecards for specific overtime approval as well as approvals of department heads, etc.  The timecards are electronically forwarded to payroll by the supervisors only after the timecards have been approved. The supervisors also approve the overtime hours before the timecards are forwarded to payroll. 

7.  Control Objectives:  Payroll checks overtime hours, rates, and computations.  Payroll verifies rates.


Control Objective met?   Yes.   With the new PeopleSoft system, payroll no longer has to check rates, including overtime rates.  Payroll also doesn’t have to check overtime hours, or computations.  Rates flow through from the Human Resources module.  The employees will get paid according to their employee information kept by Human Resources.  Human Resources is responsible for keeping employee information up-to-date.  Human Resources will input starting rates, as well as, any pay raises that occur.  Internal control procedures exist to make sure that promotions, pay raises, and terminations all get input in the system in a timely manner.

An employee’s supervisors check the overtime hours.  Payroll gets all time cards after overtime reported has been approved.  Overtime computations no longer need to be checked by payroll either, as   they are performed by the system before the timecards are submitted for approval.

8.  Control Objective:  Payroll reviews time records for unapproved erasures and alterations.

Control Objective met?  With the new PeopleSoft system, this control objective is no longer applicable, but the objective of making sure employees don’t perform unapproved changes is met.  There are no more paper timecards on which an employee can perform unapproved erasures and alterations.  However, with the new system, when an employee submits a timecard for supervisory approval, an employee can no longer access his/her time card unless the supervisor “disapproves” the timecard for further editing by the employee.  When the last supervisor approves a timecard, it is forwarded to payroll.  No access to the timecard is possible after the timecard has been approved.  With this system in place, the employee is unable to make any unapproved changes because the employee will have view access only. 

Management Response:

Management concurs with comment.

9.  Control Objective:  Payroll is subject to final approval before payment by someone independent of payroll preparation and time keeping.

Control Objective met?   Yes.   After payroll is processed, a payroll summary is printed out.  The payroll summary is given to the Controller for approval before it is given to the Senior Accountant for check printing.  Once the payroll checks are printed with the signature, a check register is printed out.  The checks, along with the check register are given to the Controller for approval before distribution.  The Controller compares the sequence of the checks to the check register.  She also reconciles the check form number to the check register (A check has a form number, which is the inventory control number).  The Controller gives final approval for check distribution by initialing the check register.  The Senior Accountant then puts the checks in a locked vault, on Thursday, until the checks are given to payroll the following Tuesday. 

Recommendation:  Based on the information the Controller gave me, it was noted that the above-mentioned procedure is not always followed.  There are times when the checks with the check register are not given to the Controller for approval before the checks are distributed.  It is recommended that this procedure be followed as a standard procedure.  Payroll has a small staff, so there is less segregation of duties.  Because of this, the supervisory function becomes more important.  

Management Response:

Now that most pressing issues in Payroll since going live have been resolved, control procedure is in place and is consistently implemented since the auditor's review.  As a standard procedure with the new PeopleSoft system, the payroll register is approved by the Controller before checks are printed. The check register together with the checks are reviewed and approved by the Controller for final distribution. This is being implemented on a consistent basis.

10.  Control Objective:  If checks are machine-signed, there is adequate control over the use of the signature plate, and the procedures are the same as for accounts payable checks.  

Control Objective met?   Yes.   The check-signing machine is no longer used.  The checks are printed from the computer with signatures on them.  The Senior Accountant in Accounting is the one who prints the payroll checks.  She has a specific access in PeopleSoft to do this.  No one else besides the Senior Accountant and the Senior Fiscal Assistant in Accounting can operate the system to print checks with a signature.  After checks are printed with the signature, they are shown to the Controller along with the check register, as with accounts payable checks.  Then, she approves them for distribution by initialing the check register. 
11.  Control Objective:  Payroll checks are prenumbered, blank stock is controlled, checks are used in numerical sequence, and numerical sequence is accounted for and reconciled to the payroll check register.

Control Objective met?   Yes.   Payroll checks are printed on bluish, prenumbered paper.  The blank stock is controlled by the Accounting Technician in Accounting.  She has the key to the locked stock.  The Accounting Technician keeps a log where she writes down what numbered checks were taken, and by whom.  The checks are used in numerical sequence.  When the Controller approves the checks for distribution, she reconciles the numerical sequence of the checks to the check register.  See Recommendation #4. 

12.  Control Objective:  All voided/spoiled checks are properly mutilated and retained.

Control Objective met?   Yes.   All voided/spoiled checks are stamped, “Void”, logged as having been voided, and then filed in numerical sequence with the rest of the checks.

13.  Control Objective:  Checks contain detail of gross pay and deductions.

Control Objective met?   Yes.   Payroll checks have a voucher that shows the gross pay, deductions, and net pay.

14.  Control Objective:  An adequate system for distributing payroll to the proper appropriation accounts exists.

Control Objective met?   Yes.   The PeopleSoft System has a Work Program Tracking System.  This system utilizes codes to capture costs and total staff hours for each program as designated in the District Work Program.  These program codes are used to attribute regular, overtime, and premium hours to applicable programs.  The hours will be costed to the program based upon the employee’s hourly rate.  When employees fill out their timecards, they click down to the appropriate program code(s) and enter them on the timecards.  Each division will have a list of work programs for selection by employees.  When filling out their timecards, employees also enter an “earn” code to indicate how the hours reported where earned.  For example, in the “Earn Code” field an employee would enter “regular” for regular hours or “vacation” for vacation taken.

15.  Control Objective:  Monthly, quarterly, or annually, there is a reconciliation of gross and net pay amounts as shown on tax returns to total payroll on the payroll register and general ledger.

Control Objective met?   Yes.   The PeopleSoft system gets the gross numbers for the quarterly reports from the PeopleSoft Payroll System.  This would be equivalent to reconciling to the payroll registers.  The Supervising Payroll Technician gets with the Senior Accountant in Cash Management to come up with additional figures needed for the tax form, such as the third-party SICK contributions.  The necessary information is printed out and the Supervising Payroll Technician uses these numbers to fill out the federal tax form.  

The payroll module in PeopleSoft does not interface with the general ledger yet.  The Supervising Payroll Technician transfers the payroll entries for the pay period into an excel spreadsheet.   This worksheet is transferred to the Senior Accountant in Accounting who then copies the information to the general ledger.  In the future, payroll will be interfaced with the general ledger, making the transfer automatic.

The Accounting Technician in Cash Management reconciles some of the liabilities to the general ledger.  The Accounting Technician compares the insurance, taxes, and retirement liabilities withheld, from the payroll register to the general ledger.  Because of the transition to the new 

PeopleSoft System, this reconciliation process is not up-to-date.  It is expected that once the reconciliation is caught up, The Accounting Technician will be able to do it once a month. 

The Accounting Technician reconciles payroll liabilities from the payroll register to the general ledger, and the numbers that are used on the tax forms come from the system (payroll register information).  Additionally, the information going into the general ledger is information copied from the excel worksheet transferred over from payroll.  All the information seems to be reconciled in the process.

16.  Control Objective:  Checks are released only on the presentation of proper identification by the employee and preparation of a signed receipt.

Control Objective met?   Recommendation below.   When an employee goes to pick up his/her held check from payroll, the employee is not asked for identification.  The employee is asked to sign a log indicating receipt of the check.  Usually, the payroll personnel need to know what unit the employee belongs to, to be able to find the check.  This is used as some kind of verification that the employee is legitimate.

Recommendation:  It is recommended that payroll personnel require employees to show their identification during pick-up of their held check.  This would put in a control that would avoid an employee picking up a check that is not his/hers.

Management Response:

Management concurs with comment.

17.  Control Objective:  The total of W-2 wages for the year is reconciled to the general ledger and payroll register wages paid.

Control Objective met?   Yes.   W-2 total wages are reconciled to the payroll register.  The W-2 wage totals are gotten from the payroll registers.  The W-2 wage total cannot be reconciled to the general ledger since the W-2 shows “gross” wages and the general ledger will show net amounts.  The W-2 gross wages will also include amounts not included in the general ledger, such as third-party SICK. 

18.  Control Objective:  Deposits to the payroll bank account is compared with the payroll register.

Control Objective met?   Yes.  The Senior Accountant in Cash Management utilizes the payroll summary to come up with an amount that will be deposited to the direct deposit payroll account.  The Senior Accountant then sends a request to the County of L.A. to transfer this amount to the payroll account.  

19.  Control Objective:  Access to computerized payroll records is limited to those with a logical need for such access.

Control Objective met?   Yes.   Computerized payroll records are only accessible by the payroll personnel.  All payroll personnel have Payroll Superuser as their access level.  All of the payroll staff is trained to do all of the functions in payroll since it is a small staff.  Payroll has three staff.  They all need to be Superusers to be able to perform all of the payroll functions.  

The Senior Accountant and Senior Fiscal Assistant in Accounting have a special payroll access only to print payroll checks, but are not able to access any other payroll function.

Human Resource personnel have view functions to payroll records, but do not have access to the paylines.  

1.  Control Objective:  There is a clear separation of duties between all receivable ledger clerks and the cash/cashier functions.  

9.  Control Objective:  A receipt is issued to the payer for cash collections.

Control Objectives met?  Yes.  The Fiscal Assistants in Cash Management also alternate every day to hold the Cashier post.  The Cashier handles walk-in payers that pay either with checks or cash.  Walk-in payers pay for a variety of fees.  Large portions of payments are for permit applications.  Payments will also be for emission fees.  Other departments pay for gym fees, photocopies, or subscription services, and employee ride-share gasoline.  These fees from other departments are considered miscellaneous revenue.   The Cashier gives a receipt to the customer at the time of payment.  Monies that are not miscellaneous revenue are given to the appropriate department along with the paperwork so that the department can process the paperwork.  The revenues get returned to the Fiscal Assistants in Cash Management to enter in CLASS.  Miscellaneous revenue is given to Jocelle Gamboa, Senior Fiscal Assistant to enter in PeopleSoft directly.  

2.  Control Objective:  Access to computerized accounts receivable records limited to those with a logical need for such access.
Control Objective met?  Yes.  Beside the Senior Fiscal Assistant, the Fiscal Assistants in Accounting, and the Accounting Technician also have a GL User access.  This access allows the Fiscal Assistants to create journal entries only, without putting the journal entries through the Edit or BCM (Budget Checking Module) functions.  They need this function to be able to help enter the year-end Accounts Payable journal entries.  Since this access is limited to only entering journal entries up to the Edit functions, it is controlled.  The Senior Fiscal Assistant would Edit and Budget Check these entries afterward.  The Senior Accountant cannot post journal entries if they have not been both edited and budget checked.  The Accounting Technician needs this access also to create adjusting journal entries.   

3.  Control Objective:  Uncollectible accounts are written off in accordance with applicable legal requirements and approved by a responsible official who is not associated with detail receivable and cash functions.
Control Objective met?  No.  Recommendation below.  At this time, there is no reserve for doubtful accounts.  There are plans to set one up.  The current policy is to write-off any fees not collected after a year.  A reconciliation of Accounts Receivable is done every month.  A journal entry gets prepared for accounts that have not been collected after a year.  The journal entry gets reviewed by the Accounting Technician and then approved by the Controller.  The Senior Accountant then writes off the account

Recommendation:  It is recommended that a reserve for doubtful accounts be set up to be in compliance with Generally Accepted Accounting Principles.

Management comment:   As per auditor’s recommendation, a reserve for doubtful accounts has been set up effective 6/30/99 closing.    

4.  Control Objective:  Credit balances are reviewed by responsible officials before a refund is  made. 

10. Control Objective:  Credit balances in receivables are properly reviewed and followed up.

Control Objectives met?  Yes.   Virginia Stolte, Fiscal Assistant in Cash Management, handles refunds.  There are several types of refunds.  There is a report that is generated by PeopleSoft along with the 240 Report daily.  This report is the Overpayment report.  It lists out credit balances in Accounts Receivables.  The Fiscal Assistant then gathers support for these reported overpayments, and puts together an Accounts Receivable refund packet.  This packet contains an Accounts Receivable History produced by CLASS, which shows the billable fee, and the overpayment.  The Fiscal Assistant produces a refund invoice, which works as a credit voucher.  The refund packet is taken over to Customer Service.    

The Customer Service Office Assistants trace back the refund to make sure that the check was received, deposited, that it didn’t bounce, and that the transaction did not apply to other accounts.  Refunds are approved by Maria Cruz, Principal Office Assistant or by one of the Office Assistants in Customer Service.  

5.  Control Objective:  Detailed ledgers are maintained for all receivable accounts by personnel separated from all cash functions.

Control Objective met?  No.  Recommendations below.  Miscellaneous revenue is not entered in CLASS.  It is taken from the Cashier and given to Jocelle Gamboa, Senior Fiscal Assistant.  She enters it directly into PeopleSoft. The Senior Fiscal Assistant in Accounting is given the checks or cash and the registration slip of the payment from the cashier.  The Senior Fiscal Assistant then creates journal entries for these payments in PeopleSoft.  As the Senior Fiscal Assistant enters the journal entries, she stamps the payment registration slip with the journal entry number the system has assigned to it and the date.  After each set of journal entries, the Senior Fiscal Assistant puts the entries through the journal edit process.  The Edit process will give an error if the entries do not balance.  

The Senior Fiscal Assistant, Jocelle Gamboa, prepares a deposit slip for the miscellaneous revenue and the revenue received from Cash Management.  The Senior Fiscal Assistant gives Donna Mai, Accounting Technician, the deposit slip with the checks, cash, and supporting documentation.  Donna Mai checks for check endorsements and runs her own tape to check the Senior Fiscal Assistant’s total.  After this, Donna Mai gives the packet back to the Senior Fiscal Assistant.  The Senior Fiscal Assistant puts the payments with the deposit slip in a bag ready to be taken to the bank.  Sectran Security, Inc. picks up the deposit and takes it to the bank. 
Recommendations:  Detailed ledgers for all receivable accounts should be maintained by personnel separated from all cash functions.  If the Senior Fiscal Assistant enters the journal entries for miscellaneous revenues, the Senior Fiscal Assistant should not prepare the money for deposit, and do the bank reconciliation.  It is recommended that someone else prepare the money for deposit or reconcile the bank statement.    

Management Comments:  Since the auditor’s review, accounting staff duties have been properly segregated:  journalizing of miscellaneous revenues, review and preparation of deposit slips and bank deposit (other than the security service) are being performed by three (3) different accounting staff.

6.  Control Objective:  Incoming mail is opened and receipts are listed by persons having no access to cash receipts or accounts receivable records. 

7.  Control Objective:  The listing of mail receipts is subsequently compared to cash receipts records and authenticated copies of deposit slips by an employee having no access to cash.

Control Objectives met?  No.  Recommendations below. The Accounts Receivable section receives revenues from customers for licenses, emission fees, and permits.  Checks are picked up from the mailroom by Debbie Van Den Hende, Gayle Crockett, or Pete De Jesus, Fiscal Assistants.  The mailroom clerk receives the mail, but he does not make a list of the mail received.  The mailroom clerk sometimes opens the mail, other times the Fiscal Assistants open their own mail.  The Fiscal Assistants then divide the receipts into equal shares and post them to the Class System.
Recommendations:  Incoming mail should be opened and receipts listed by persons having no access to cash receipts or accounts receivable records.  The Fiscal Assistants have both access to the cash and access to accounts receivable records.  The listing of mail receipts should be subsequently compared to cash receipts records and authenticated copies of deposit slips by an employee having no access to cash. 

Management Comments:  A staff other than cashiers will handle Cash Management incoming mail, effective immediately.

8.  Control Objective:  Complaints on customer statements are investigated by an employee who is independent of the preparer of the daily cash receipts list, cashier, and accounts receivable bookkeeper.

Control Objective met?  Yes.  Investigations come to anyone of the Office Assistants in Customer Service.  Investigations and queries get distributed by the sections of the alphabet of each Office Assistant.  The ten Senior Office Assistants have the same access to Class as Maria Cruz, Principal Office Assistant.

1.  Control Objective:  In processing the invoice and the related payable, all data thereon is checked to approved copies of the purchase order and receiving report.

Control Objective met?  Yes.  When the voucher information has been entered, the voucher will go through matching controls in the system.  These matching controls are set up when the purchase order is done in Purchasing. 

When a purchase order is being set up for supplies, the system sets up a three-way matching requirement.  This three-way matching compares receiving information with purchase order and voucher transaction records.  When the purchase order is for services, PeopleSoft sets up a two-way matching control.  Two-way matching applies matching rules against vouchers and purchase orders.  The receiving match is not used here since the purchase is for services.  When fixed assets are bought, a four-way matching is set up by the system at the time the purchase order is made.  Four-way matching compares voucher information with purchase orders, receiving information, and inspection information of the end user.  The end user checks that the fixed asset operates properly and that the asset meets the user’s specifications.

If everything is matching, the system will indicate that.  The Fiscal Assistants can override the matching function in some cases.  If there is a difference in the price and the difference is 25% or less between documents, the Fiscal Assistant can override the matching function.  If the difference in price is more than 25%, the matching function cannot be overridden and the difference has to be reconciled between Accounts Payable and Purchasing. 

After the matching check, the People Soft System gives the invoice information a budget check.  It compares the price on the voucher with the amount left in the Fund/Org/Account combination.  If there are not enough funds, the system will not allow further input.  

In cases where the invoice does not pass budget check, the Fiscal Assistant has to call the Division budget contacts to inform them of the problem.  The Division has to contact Cheryl Wade, Finance and Budget Manager, Financial Services.  Cheryl Wade then has to make the necessary transfer to cover any shortfall; otherwise payment will be on hold until this is resolved.

2.  Control Objective:  In processing the invoice, all extensions, footings, discounts, and freight terms are checked for accuracy as required by established policy.

Control Objective met?  Yes.  With the PeopleSoft System, the Fiscal Assistants have a viewing access to the purchasing module.  The Fiscal Assistants pull up the purchase order and compare it to the invoice.  The Fiscal Assistants compare discounts, freight terms, and extension on the invoice with information in the purchasing database.  If there are no discrepancies between the two, the fiscal assistant copies the purchase order onto the Accounts Payable module to make a voucher.  In cases where the price is lower on the invoice than on the purchase order, the price gets changed in the Accounts Payable database to the lower price.

3.  Control Objective:  Invoices are properly marked to prevent reuse.
Control Objective met?  Yes.  After the budget check and the voucher have been accepted by the system, the Fiscal Assistant stamps the original invoice with a box with blank lines.  The Fiscal Assistant fills the blank lines with the voucher number, date, and vendor number and whether a budget check was run.

4.  Control Objective:  Personnel in the payables function are independent of purchasing, receiving, disbursing, inventory, and general ledger functions.

Control Objective met?  No.  Recommendation below.  The Senior Fiscal Assistant in Accounting, Jocelle Gamboa, prepares vouchers as well, mostly for express checks.  The Senior Fiscal Assistant also reviews vouchers and the supporting documents when the Accounting Technician is not around.  Both of these functions are Accounts Payable functions.  The Senior Fiscal Assistant posts miscellaneous revenues received in PeopleSoft, prepares the deposits, as well as does the bank reconciliations.

Recommendation:  Personnel in the payables functions should be independent of purchasing, receiving, disbursing, inventory, and general ledger functions.  The Senior Fiscal Assistant has incompatible functions.  It is recommended that one of the Fiscal Assistants in Accounting do vouchers for express checks.  The Senior Fiscal Assistant performs mostly Receivable duties, and so should not create vouchers, or review vouchers for payment, which are Accounts Payable functions.  

Management Response:  At the time when the auditor was reviewing the internal control, the Senior Fiscal Assistant was doing the journal entry for miscellaneous revenues, express checks and also reviewing vouchers and supporting documents when the Accounting Technician was not around.  Presently, the Senior Fiscal Assistant goes to the bank for deposit and does express checks as needed.  She no longer reviews the vouchers and the supporting documentation and does not do journal entries for miscellaneous revenues.

5.  Control Objective:  Access to computerized accounts payable records limited to those with a logical need for such access.

Control Objective met?  No.  Recommendation below.  Besides personnel in Accounting, other staff have access to the Accounts Payable Module.  The Finance and Budget Manager, Cheryl Wade, has an AP Nonuser access.  This access allows one to add a vendor, among other things.  The Budget Manager does not need this access for the functions that the Budget Manager performs.  The Fiscal Assistants in Purchasing have an AP User access.    This access allows the user to add a vendor and create a voucher.  This is an incompatible access to the functions that the Fiscal Assistants in Purchasing perform. 

Recommendation:  The Finance and Budget Manager and the Fiscal Assistants in Purchasing should have an AP View access.  The AP Nonuser and AP User accesses would allow them to perform functions that are not their functions.  They have no logical need for these accesses.

Management Response:  Security access has been reviewed.  The Finance & Budget Manager no longer has access as AP Nonusers.  The Fiscal Assistant in Purchasing (the other one retired) has no longer access as AP user.  During the implementation, staff were given temporary access to other areas while helping out but apparently, such temporary access were never recalled.

6.  Control Objective:  Copies of vendors’ invoices are routed directly to accounting from the mailroom.
Control Objective met?  No. Recommendation below.  Three types of invoices come over to Accounts Payable.  There are purchase order invoices, contract invoices, and direct invoices.  Purchase order invoices that come in the mail go directly to Purchasing.  The Fiscal Assistants in Purchasing write the purchase order number on those invoices that don’t have one written on them yet and send them to Accounts Payable.  The main reason that invoices go to Purchasing instead of Accounts Payable first is so that the invoices will have a purchase order number written on them when they go to Accounts Payable.  This saves Accounts Payable some time.  Jin Yu, Sagy Thazathekuttu, or Marilyn De La Cruz, Fiscal Assistants, receive them, and sort them alphabetically by vendor. 

Recommendation:  Vendor invoices should go directly to Accounts Payable.  Most invoices have a purchase order number on them already.  The matching function performed by the system that matches the voucher to the purchase order and receiving report would be more meaningful if the invoice came directly to Accounts Payable.  It is recommended that a pilot be done where the invoice goes directly to Accounts Payable. 

Management Response:  Vendors are being instructed to write the purchase order number on the invoices when they send them to AQMD.  More and more vendors are doing this.  The plan is that when the vendors are doing this on a consistent basis, the invoices will be sent to Accounts Payable directly.  Further, until the purchase order reconciliation feature in PeopleSoft becomes operational, Procurement needs the invoice information for the year-end rollover activities.

7.  Control Objective:  Vouchers are prenumbered.

Control Objective met?  Yes.  The Fiscal Assistants in Purchasing enters other information required to make the voucher including invoice date, and amount.  While processing the voucher, the system assigns the voucher a sequential number. 

8.  Control Objective:  A responsible employee reviews and approves the invoice account distribution and approves for payment.

Control Objective met?  Yes.  If the random spot check given by Yvette Juranek is okay, the accounts payable packet will be sent to Lisa Virgo, Controller, who gives the packet a final review and initials the “Vouchers to be Posted” report.  After the Controller’s review, the Senior Accountant will perform the voucher posting.  The review that the Controller does also serves as an approval for checks to be printed. 

Ben Soriano prints checks once a week on Thursday morning.  (See Cash Disbursements Memo for disbursement procedures).  After the checks are printed, the checks are given to the Secretary to sort and match to copies of invoices.  Before the checks are mailed, the Controller reviews the check register over and initials it.


