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WHATCOM COUNTY

INTERNAL AUDIT DEPARTMENT

ACCOUNTS PAYABLE & PURCHASING 

95101
 AUDIT PROGRAM
W/P    DONE

REF.
    BY  
I.   PURCHASING AND ACCOUNTS PAYABLE PROCESSING
A.  Select a sample of ____ transactions  from the Accounts Payable system 

     and obtain the original payment request document(s) and:

   1.  For all sample transactions:

      a.  Verify that the system information is accurate per the source document.
____    ____

      b.  Determine if the original payment request form was authorized by 

management.  Trace the authorization signature to documentation 

authorizing the signer.







____    ____

      c.
Determine the appropriateness of the expense for compliance with 

State & County Regulations.






____    ____

      d.
Determine if sales tax was paid or accrued appropriately.


____    ____

      e.
Review recent vendor activity to determine if the sample payment 

represents a duplicate payment.






____    ____

      f.  Determine if a discount was noted on the invoice, entered into the 

           system and taken in a timely manner.





____    ____

      g.  Determine if the original source document was maintained in the Accounts 

Payable Department according to policy.




____    ____


      h.  Determine if the processing departments accounts payable documents are

 
maintained according to policy.






____    ____

   2.  If the transaction utilized a purchase order: 

     a. Verify that the purchase order and invoice information agree and cost 

is within 15%.








____    ____

     b.  Determine if the purchase order is authorized by management.  Trace 

the authorization signature to documentation authorizing the signer.
____    ____

     c.  Determine if the purchase order was processed within the established 

time requirements.








____    ____

   3.  If the transaction did not utilize a purchase order, determine if the item 

        should have been purchased with a Purchase Order as per policy (2.2011).
____    ____

   4.  If the transaction is for employee or petty cash reimbursements:

     a.  Determine whether the documentation was properly completed.

____    ____

     b.  Determine whether the proper receipts are attached.



____    ____

     c.  For mileage reimbursements, determine whether the employee used 

          a county or private vehicle and was reimbursed appropriately.

____    ____

   5.  If the transaction is for a contract payment: 

     a.  Determine if a  Purchase Order was appropriately prepared as per 

policy
(2.2001).








____    ____

     b.  Determine if a valid, properly approved contract is on file.


____    ____

B.  Review the Accounts Payable Purchasing, Receiving and Processing 

     flowcharts with each department and determine compliance to the 

     document procedures.








____    ____

II.       VENDOR SETUP, MAINTENANCE & VALIDATION
A.  Review the process for adding, changing and deleting vendors from 

     the vendor master file and determine if there are sufficient internal controls.

     In addition, determine if a check can be cut to a vendor without adding the 

     vendor to the vendor master list. 






____    ____

B.  Select a sample of vendors recently added to the vendor master and review

      the documentation for proper completion and approval.



____    ____

C.  Create or obtain a vendor master listing, select a sample of ____ vendors

      from the list and verify that they are legitimate vendors.  (Highlight vendors

      with different addresses such as P O. Boxes and marina or trailer 

      park addresses.)








____    ____

D.  Create a report which merges all employee addresses in the Payroll 

      system to vendor addresses in the Accounts Payable system.  Select a 

      sample of ____ names from the report and review recent accounts payable 

      transactions to determine the appropriateness of the payments.  Or select 

      a sample of  employees and review the Accounts Payable system for 

      vendors with duplicate addresses.






____    ____

E.  Create a report noting all vendors without Federal Tax identification numbers 

     in the Accounts Payable system.  Review the report to determine the 

     appropriateness of the lack of Federal identification number, such as 

     employees, contracted individuals, etc.





____    ____

III.      MAINTENANCE AND SECURITY OF BLANK ACCOUNTS PAYABLE WARRANTS
A.  Document the handling and processing procedures for the working and 

     extra supply of blank accounts payable warrants.  Determine if the procedures 

     provide the appropriate level of security and internal control.  


____    ____

B.  Count the warrants on hand and determine if they agree with the control 

     records or logs.  All opened boxes should be scanned for breakages.

____    ____

C.  Review the control records or logs to determine if all of the warrant numbers

     are accounted for, including voided and destroyed warrants.  Also determine

      if the logs are appropriately initialed by the issuing employee.


____    ____

IV.   WARRANT  DISTRIBUTION
A.  Review and document the warrant distribution procedures and determine if

     there are sufficient internal controls.






____    ____

B.  For special handling warrants, review the procedures for ensuring that the 

     identity of the person is verified before the warrant is handed out.

____    ____



V.    BANK RECONCILIATIONS
A.  Review and document the bank reconciliation procedures to determine if 

     they are appropriate to ensure an independent, timely review of the 

     accounts payable bank account.






____    ____

B.  Review current bank reconciliation documentation and:

     1.  Determine if the documentation adequately supports the reconciliation 

and the appropriateness of the reconciling items.



____    ____

     2.  Review for dated outstanding items.  Research for appropriateness.
____    ____

VI.    MANAGEMENT REPORTS
Review the management reports containing accounts payable and purchasing 

information and determine if they provide sufficient information to meet the needs

of management.  Discuss this issue with a sample of managers for their input.
____    ____

VII.   DATA AND DOCUMENT SECURITY 

A.  Review the procedures for setting up, changing and deleting individual 

     access to the accounts payable and purchasing system functions and 

     determine if they are sufficient to ensure that only those employees with 

     a need have access to the system.  Determine the utilization of group 

     versus individual ids.








____    ____

B.  Obtain a list of all of the current users of the system and their levels of  access.

     1.  Trace all users to Human Resource reports or system to determine if they 

are still employed by the county. 






____    ____ 

     2.  Select a sample of ____ employees and contact them to determine if 

they still require the noted  level of access to the Accounts Payable and 

Purchasing system.  If they do not, determine the effective date of 

their job change.








____    ____

C.  Determine if there is adequate separation between access to accounts 

     payable and purchasing system functions. 





____    ____

D.  Review the process for checking out accounts payable documents and 

     determine if they appear adequate to ensure the completeness of the files.  

     In addition, review the results of Audit Program Steps I. A. 1 g. & h. for any 

     instances of unlocated accounts payable documents.



____    ____

VIII.     SYSTEM BACK-UP
Create a list of all existing accounts payable and purchasing files and their 

retention schedule.  Review the list to determine if the critical files are being 

backed up and the retention schedules are proper.




____    ____

IX.     SYSTEM BALANCING
A.  Review and determine the adequacy of the input balancing process for 

     verifying the input of accounts payable information before the system is 

     updated and checks are created.






____    ____

B.  Review and determine the adequacy of the system balancing process.

____    ____

X.     BUSINESS CONTINUATION PLAN
Review the adequacy of the business continuation plan concerning accounts

 payable and purchasing processing.






____    ____

XI.   POLICIES AND PROCEDURES
A.  Review the policies and procedures for the accounts payable, 

      purchasing, information services and advance travel processes 

      and determine their adequacy.  






____    ____

B.  Determine if each department has an Administrative Policies and 

     Procedures Handbook and determine how current it is.



____    ____

XII.     TRAVEL ADVANCE  PROCESS
A.  Review the Advance Travel process and determine if there are sufficient 

     internal controls to safeguard the checks and processing documents.

____    ____

B.  Select a sample of ____ travel advances from 1994 and determine:

     1.  If proper documentation was submitted and if the documentation was 

          approved by management.






____    ____

     2.  If the checks were written more than 10 days prior to the 

          employee's departure.







____    ____

     3.  If the County Executive approved out of state travel. 



____    ____

     4.  If the County Executive approved travel advances in excess of $750.00.
____    ____

     5.  If the expense forms itemizing the travel was submitted within 10 days 

          after the end of the travel or interest was charged per RCW 42.24.150.
____    ____

     6.  If the payee and amount information on the actual cancelled check   

          agrees with the check register information.




____    ____

     7.  If the expenses were appropriate per State and County policy.

____    ____


C.  Review the policy and procedures and determine if they are sufficient to 

     facilitate the administration of the advance travel process as well as notify 

     the employees of their responsibilities.





____    ____

D.  1.  Review the advance travel bank reconciliation procedures to determine 

if they are appropriate to ensure an independent, timely review.

____    ____

     2.
Review the most current two bank reconciliations and:

a. Determine if the documentation adequately supports the reconciliation

       to the general ledger and the appropriateness of the 

       reconciling items.







____    ____

           b.  Review for dated outstanding items.  Research for appropriateness.
____    ____

XIII.     VENDOR REFUNDS
A.  Review and determine the adequacy of the procedures for processing and 

     monitoring vendor credit memos and refund checks.



____    ____

B.  Review the system to determine if there are outstanding debit memos.  

     Research any debit memos and evaluate the circumstances.


____    ____

C.  Trace a sample of refund checks through the receipting process and 

      determine if they were processed appropriately.




____    ____

D.  Determine each departments vendor refund processing procedures and 

      evaluate for compliance and weaknesses in internal control.


____    ____
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