Accounts Payable Templates
NON- PAYROLL EXPENDI TURE AUDI T PROGRAM

A The non-payrol | expenditure audit program provi des the detail ed
testing to verify the operation of the internal controls and procedures
reviewed during the prelimnary survey. The extent of the detailed
testing will be determ ned by the auditor and supervisor during a
review of the prelimnary survey docunmentation. Any significant

i ncreases over budgeted hours nmust be approved by the audit manager

B. Suppl i es

1. Determne if the departnent has special purchasing authority. If
so, obtain a copy of purchasing authorization i ssued by the Mterial
Manager .

2. Is the historical |evel of purchase activity within the
departnment sufficient to warrant the added | evel of authority?

3. Fromthe funds selected for review, select a sanple of supply
expenditures fromthe general |edger detail report (GO 60). Docunent
sanmpling criteria.

4. Prepare schedul es of transactions to be tested (copy the GL if
appl i cabl e).
5. Trace the transactions to the supporting docunentation and

conpl ete the Supply Expenditure Checklist (attached).

Note: During the review of paid voucher files, be alert for invoices
whi ch are not regular printed vendor invoices, such as "Redifornf,
rubber stanped, letterhead or handwitten invoices. |f these types of
i nvoi ces are found and

t he purchase transactions are not covered by specific purchase orders
or specific vendor blankets, the auditor should verify (through the
Pur chasi ng Department, or Dunn & Bradstreet |istings) that the vendors
are |legitimte business concerns and that an enpl oyee-vendor

rel ationship did not exist as defined by BFB, BUS-43.

6. Eval uate how effectively the departnment maintains purchasing
files and records and determ ne that invoices are retained in
accordance with retention schedul es.

C. Equi pnent Purchases (Non-Federal funds)

1. Sel ect a sanple of equi pment expenditures (object code 9000) for
general funds fromthe general |edger detail report (GO 60).

2. Docunent selection criteria.

3. Prepare a schedul e of transactions to be tested.



4. Trace the transactions to the supporting docunentation and
conpl ete the Equi pment Purchase Checklist(s) attached

Note: VWhile conpleting the checklists, be alert for the foll ow ng
requi renents:

a. Equi pment screening for itens over $1, 000:

1) Verify that the department head (and the principal investigator
if a contract or grant is involved) certified that the equi pnrent to be
acqui red was

not avail abl e

- within the departnent, if the cost is from$1l,000 to $9, 999;

- within the organization, if the cost is $10,000 or nore.

2) For acquisitions valued at $1,000 to $9,999, verify that the

Pur chase

Requi sition is acconpanied by a meno signed by the departnent head (and
by

the principal investigator when the purchase was funded froma contract
or grant), citing a list of equipnent within the departnment that is
simlar to the itembeing requested, with a brief explanation for each
itemas to why the equipnment is unsuitable or unavail able for sharing.

3) For acquisitions valued at $10,000 or nore, verify that the
Purchase Requisition is acconpanied by a Statenent of Need for Hi gh-
Val ue Equi pnent. (Note: For acquisitions funded from contracts or
grants, a Statenment of Need or Hi gh-Val ue Equi prent approved by the
contracting agency/granting agency should be attached to the Purchase
Requi sition.)

b. For conputers conputing equi prent, and software, verify that:

1) an acqui sition, costing over $50,000 or augnenting an existing
systemto the extent that the aggregate cost is $50,000 or nore, was
approved by the Director of the Conmputer Center and the Conpany Policy
Commi ttee.

2) an acquisition of a mainfrane that costs $100, 000 or nore, or
addition to an existing mainframe that brings the aggregate cost to
$100, 000 or nmore, was approved by System Admi nistration

C. For word processors, verify that:

1) the acquisition (whether by |ease, |ease purchase, or purchase)
was properly approved;

2) the acquisition of Whrd processors which interface with
typesetti ng equi pnent al so was approved by G aphic and Reproduction
Servi ces.



D. Federal Grants and Contracts

1. Revi ew comments by the Grants Manager regarding listing of al
federal funds which are over expended in equi prent and travel sub-
budgets that was obtained during prelimnary survey (if applicable).
Det er m ne:

a. reason(s) for overdraft(s), and

b. appropriateness of the overdraft (i.e., will funds be provided to
cover it).

2. Equi pnent Pur chases:

Sel ect a sanple of equi pment purchases charged to federal grants and
contracts. Docunent mnethod of selection and performthe foll ow ng
audit procedures:

a. Ensure prior approval was received fromthe agency for the
fol | owi ng:

1) non- budget ed acqui sitions of special purpose research equipnent,
2) non- budget ed acqui sitions of general purpose equi pnment exceedi ng
$500, and

(NOTE:  Auditor should remenber that the nore restrictive rule applies,
i.e., file cabinets are classified by the Inventory Division as non-

i nventorial freestandi ng equi prent, but the Federal Governnent
classifies them as general purpose equi pnent and prior approval nust be
obt ai ned. )

3) budget ed acqui sitions of special research equi pmrent exceedi ng
$1, 000.
b. Determ ne from departnmental records if any federal contract or

grant termnated during the past 6 nonths, or if any current federa
projects are nearing conpl etion.

C. Determ ne that equi pnent was not purchased within the |last three
months of a term nating Federal Contract or Grant. |If purchased within
this time period, determ ne that prior approval was received fromthe
agency and performthe foll ow ng:

1) ensure funding was avail able at the tine of purchase; and

2) ensure that the cost of the equi pnent was both reasonabl e and
necessary in the conpletion of the grant or contract objectives.

d. Ensure that the equi pment purchased has been properly added to
t he Equi pnment Inventory List.



e. Ensure that equi pment was not ordered at the termination (in
contrast with the end of a budget year) of the Federal G ant Contract.

4. Equi prent Leases and Rental s:

The general policy is that if the |easing of equipnent is nore

econom cal than purchasing it, then this type of cost is allowable.
The definition of "nore economical"™ is that cost of the | ease over its
entire life nust be less than the acquisition cost of the same item as
of the first day of the |ease.

For the purpose of the audit, review all equipnent rental and | ease
agreements negotiated by the departnent to ensure conpliance with the
stated rule and that the cost could be specifically identified to the
grant or contract charged. |If there are a significant nunber of |ease
and rental agreenents, the Auditor will performthis test on the basis
of a selected sanpl e which has been approved by the Supervising
Audi t or.

a. otain a list of current equipnent purchases on deferred paynent
pl ans or conditional sales contracts fromthe Departnent Business
Oficer. |If none is available, the purchase order files should be

reviewed and the relative purchase orders extracted for further
anal ysi s.

b. Determine if the foll ow ng has been perforned for orders sel ected
i n precedi ng step:

1) Equi pnrent purchases were properly negotiated by Purchasi ng.

2) Prior witten approval was obtained fromthe appropriate agency
sponsor when funded by a federal contract or grant.

3) Interest costs were specifically stated.

4) O her fund sources were used when interest costs were not
approved by the appropriate Federal Agency.

C. Ensure that the equi pnent purchased under the deferred paynent
pl an or conditional sales contract was both reasonabl e and necessary
for the efficient performance of the grant, contract or departmnent.

d. Ensure that equi prent purchased under the deferred paynent plan
or conditional sales contract was properly added to the equi pnent
i nventory |ist.

E. Recei vi ng

Since nearly all itens received at the Organization will be delivered
t hrough Central Receiving, the follow ng shoul d be checked w thin each
Depart nment :

1. Was the packing list/delivery ticket conpared agai nst the
contents of the package and with the purchase order?



a. Were defective itens returned pronmptly?

b. Was paynment stopped if defective itens involved a Low Val ue
Pur chase Order (LVPO) ?

2. VWho signed for the goods? Was it the same person who pl aced the
order and perfornmed the reconciliation?

3. Were packing list/delivery tickets for LVPO orders on file in the
depart nment ?

F. Tel ephone Char ges
From Conmuni cations O fice or departnental files, review (and copy as

necessary) tel ephone billings for a recent two or three nonth period
and determ ne the foll ow ng:

1. that there is evidence that tel ephone billings are being
revi ened; and
2. that the review provi des adequate control over tel ephone usage

and ensures identification of inproper charges.

G Gar age Char ges

1. Based on departnental recharge support files and recharge
entries, determ ne the amount of garage recharges for the nost recent
three nonth period. |If nultiple account/funds are involved, select two

or three of the major garage users. Enter totals on a separate WP.

2. If the departnent has autos assigned to it on a nonthly basis,
determ ne that one of the follow ng justifications apply:

0 The departnent is located in an area renote fromthe Garage.

0 The vehicle is needed on a daily basis.

0 Wor k assignnments of departnental personnel require extensive
vehi cl e use

0 Assignment on a long-termbasis is nore econonical than the use

of vehicles fromthe Central Garage pool or other neans of
transportation.

3. Is there evidence that a review of garage charges is nade?

4. Descri be procedures followed to verify the validity of garage
rechar ges.

H. Travel

Revi ew general |edger detail for all account/funds adm nistered by the
departnment or activity under review. The time period covered wll
depend on the frequency of travel advance requests, the size of the
departnent, and the nunber of account/funds invol ved.

1. Fromthe | edger, select a sanple of travel advance liens:



a. docunent net hod of sel ection, and

b. enter the appropriate travel advance information on the attached
Departmental Travel Advance Wrksheet.

2. For those advances sel ected, revi ew subsequent nonths expenditure
| edgers until the advance anount is cl eared.

Note: Be alert for uncleared advances over 90 days old, since sone
extended travel requires quarterly reporting of expenditures.

a. Revi ew clai mfor conpliance with policy and conplete the attached
conpl i ance questionnaire for each sanple item

b. If paynments for travel are not being nade in accordance wth
conpany policy, determ ne reasons during your discussions with
departnental staff, and docunment non-conpliance itens.

l. Renoval and Movi ng Expense

1. Revi ew general |edger detail for the selected expenditure
account/funds. Determ ne the amount of renoval and novi ng expense for
t he period under review

2. Select a representative sanple of renoval and noving expense
entries fromthe general |edger. Docunent sanpling criteria.

3. Conpl et e Departnental Renoval and Movi ng Expense checklist for
those itens selected

J. Ent er t ai nment

1. Ascertain who has the authority to approve entertai nnent expenses

for the departnent or activity under review (Entertai nnent expense
may be approved by the Departnment Head.) Obtain a copy of the witten
aut hori zati on.

2. Select a representative sanple of entertainnent expenditures from
t he Departnental Report of Expenditures. Document sanpling criteria.

3. Conpl ete Departnental Entertai nment Expenditure checkli st
(attached) for those itens sel ected.

L. | ndependent Consul tants

1. Uilizing the listing of Independent Consultants obtained in the
prelimnary survey, select a sanple of consultant agreenents to be
tested. Include all agreenments where the aggregate paynents were

$5, 000 or nore. Docunent nethod of sel ection

Note: Individuals eligible for payment of honoraria (for certain types
of professional services in the academ c context, such as delivery of
speci al or guest |ectures, conduct of sem nars, and appraisal of
scholarly articles for publication) are not consultants.



2. Determ ne that consultants were not utilized underthe foll ow ng
Ci rcumnst ances:

a. when the service can be econonically and satisfactorily perforned
by existing Organization staff in the course of their normal duties;

b. when the service involved direction of or extensive participation
in a Organization program (In such cases, the individual should be
engaged as an enpl oyee. Engagenent of casual enploynment is subject to
| ess tine-consum ng recruitnment procedures than engagenent of career

enpl oyees;)

C. when an enpl oyer - enpl oyee rel ati onshi p woul d exi st between the
Organi zati on and the consul tant;

d. if the consultant is an enpl oyee of the organization; or
(exceptions nust be authorized by managenent)

e. if the work covered by an independent consultant agreenent
relates to a federal or state contract or grant, an enpl oyee of the
government in question may not perform any work under the agreenent.

3. Det erm ne that:

a. paynments were reasonable in relation to the services provided,;
b. paynments were supported by both an invoice and consulting

agr eenent ;

C. paynments were nmade after the service was rendered unl ess

specifically authorized by a prior witten agreenent;

d. for aggregate payments of $5,000 or nore:

1) proposal s were obtained fromthree or nore consultants, and

2) was approved by the Director of Business and Fi nance;

e. for aggregate payments of |ess than $5,000, determ ne that the

agreement was approved by the appropriate manager; and

f. for consulting expenses charged to Federal G ants and Contracts:
1) determ ne that supporting docunentation includes evidence that:
a) the services to be provided are essential, and cannot be provided

by persons receiving salary support under the grant;

b) the person selected is the nost qualified avail able; and



c) the rate is appropriate considering the qualifications of the
consultant, his/her normal rates, and the nature of the services
r ender ed.

2) contact the Accounting Ofice, and determ ne that applicable
agency approval s have been secured.

M Cost Transfers

1. Revi ew the general |edger for selected account/funds that may
have cost transfers.

2. Select a representative sanple of cost transfers fromthe
Departmental Report of Expenditures. Docunent sanpling criteria.

3. Conpl et e Departnmental Cost Transfer checklist for those itens
sel ect ed.
4. If cost transfers are not being nade in accordance w th conpany

policy, determ ne reasons during your discussions with departnenta
staff, and document nonconpli ance itens.

N. Addi tional Audit Procedures

1. Upon conpl etion of systens review and testing, the auditor may
consider it necessary to apply extended audit procedures. The auditor
shoul d determne if the errors or weaknesses noted may be isolated to
specific types of transactions and if so, target additional testing to
those types. Before extending audit procedures, notify the supervising
auditor to adjust tine budgets.

2. There are conditions where the auditor cannot easily isolate
errors due to severe weaknesses in internal control. |[If such is the
case, select a representative sanple of departnental S&E expenditures
for a three to six nonth period fromall departnmental account/fund
sources. In selecting expenditures for review include the foll ow ng
types of transactions:

a. hi gh val ue purchases from unknown vendors.

b. di rect charge purchases (individuals or vendors),

C. paynments to consultants,

d. unusual recharges from other conpany activities,

*e. | owval ue purchase (over-the-limt purchase and apparent split
i nvoi ci ng),

f. honor ari um paynent s.

*Q. equi prent purchases verify if federally funded, and

*h. purchases from Organi zati on of |ocal supply agreenent vendors.



*For these types of purchase transactions, test for conpliance with
pol i cy guidelines governing | ow val ue purchasing authority, the planned
pur chasi ng program

O Sunmmary and Concl usi on

1. Docurent any findings utilizing the Record of Audit Findings and
C osing Conference Sumary.

2. Di scuss audit findings with supervising auditor

3. Ensure that all findings are included in the Summary section

4. Di scuss audit findings with departnmental nanagenent

5 Ensure that the source, scope and purpose of all working papers

is clearly identified.

6. Wite a brief conclusion being responsible to stated audit
obj ecti ves.

SUPPLY EXPENDI TURE CHECKLI ST

Sample Nunber: 1 2 3 4 5 6 7 8 9 0
1. Was the data on each voucher traceable to the departnenta
subsi diary | edger?
2. Was the voucher adequately supported by apparently authentic

docunents, i.e., were all docunents such as invoices, purchase orders,
etc., called for by external agencies or Oganization policy present?

3. Did i nvoi ce bear evidence of having been checked as to:

0 Clerical accuracy? (Did we scan clerical accuracy for

r easonabl eness?)

0 Agreenent of invoice and purchase order price? (Did we test the

agreement of these prices?)

4. Were quantities and descriptions in agreement with supporting
docunent s?

5. Was each docunent properly approved?

6. Were all allowable discounts taken? |If not, |ist exceptions for

di scussion with appropriate departnental enpl oyee.



7. Was the docunentary support cancelled to prevent subsequent re-
use?

8. Were the proper General Ledger accounts charged?

9. Was the expenditure reasonable in relation to the nature of the
departnment’'s operations?

Ti ck Mark | egend:

Bl ack Check () = Yes

Bl ack M () = Not applicable

Red Cross () =No

10. VWere practicable, was the itemprocured froma O gani zati on
source (i.e., storehouse, bookstore, library, etc.) or from governnent

sources (i.e.excess and surplus property)?

11. If the itemwas a sub order, was there a supply agreenent?
12. If the expenditure was a Low Val ue Purchase Order (LVPO):

0 Were orders to that vendor |less than or equal to $100 in
t hat day?

0 Was the purchase for supplies and expense itens only?

0 Was the expenditure not for human services, rentals,

machi ne mai nt enance and repair services, inventorial equipment,
narcotics and
danger ous drugs, or radioactive materials.

14. If the purchase was from petty cash, were purchases nmade from
that vendor |ess than $25 in that day?

15. If the itemwas purchased under a letter of del egation or
purchasing authority issued by the Material Manager, did the purchase
conformto the terns of that letter?

16. If the expenditure was for supplies charged to a federal grant or
contract:

0 Was it reasonabl e and necessary for the efficient operation
of the grant or contract; and



0 Was it purchased within the last 30 days of a term nating
grant or contract?

17. Were proper procedures followed for the procurenent of narcotics
and dangerous drugs or the procurenment of tax-free al cohol?

18. Were itens noted for inclusion in the audit report summarized in
t he wor ki ng papers?

19. Docunent ati on supporting the discrepancy (if applicable) is
| ocated at WP , Sheet:

Departnental Prelimnary Survey
Internal Control Questionnaire
Non- Payrol | Expenditures

OBJECTI VES

0 To determ ne that applicable policies and procedures have been
followed in departnental purchases, the adm nistration of federa

grants and contracts, tel ephone and garage charges, travel, renoval and
novi ng expenses, entertai nnent, the use of independent consultants,

cost transfers and record-keeping.

0 To determine that the internal controls over non-payrol
expendi tures are adequate and functioning properly.

REFERENCES

The auditor should be famliar with the follow ng references before
starting the non-payroll expenditure audit area:

FEDERAL
OMB Circular A-21 - Cost Principles
OVB Circular A-110 - Uniform Admi nistrative Requirenents

BUSI NESS AND FI NANCE BULLETI NS -
COVPANY GENERAL LEDGER
300 Series - Accounting
350 Series - Disbursements and Entertai nment
365 Series - Travel
380 Series - Budget
523 Series - Purchasing
524 Series - Receiving

OTHER REFERENCES



Contract and G ant Handbook

Nane of | ndividual See Key Bel ow

NON- PAYROLL EXPENDI TURES
| NTERNAL CONTROL QUESTI ONNAI RE

Per f ormance and Segregation of Duties

1. Purchase Orders (including LVPGs):

a. pr epar es;

b. approves; and

C. mai | s.
2. Recei ving reports:

a. mat ches copy of P.QO wupon receipt; and

b. checks agai nst open file, annotates accounting copy.
3. I nvoi ce and rel ated voucher

a. opens mai |

b. cancel s all copies of invoice to prevent subsequent

dupl i cat e payment;

C. confirms itens have been received and no problemw th
order;

d. conpares terns, clerical accuracy, and account
di stribution;

e. prepares codi ng; and
f. revi ews and approves invoices for paymnent.
4. Revi ews and reconcil es vendor statenents to book ampunts (vendor

| edger, open invoice file, etc.).
Key (1) Primary responsibility.

(2) Function perforned only in the absence of the individua
primarily responsible or during peak periods.

Narme of | ndivi dual

5. Form 5:

a. pr epar es;



b

reviews and approves entertai nment expenses;

C. approves ot her expenditures.
d. approves ot her expenditures.
6. Revi ews and approves recharges:
a. t el ephone,
b. gar age
C. st or ehouse,
d. bookst ore
e. conput er,
f. physi cal pl ant,
g. r epr ogr aphi cs/ qui ck copy, and
h. ot her.
7. Recharge Form (Recharges to other departnents):
a. prepares;
b. approves; and
C. mai | s.
8. Depart ment Subsi di ary Ledgers:
a. records entries;
b. reconciles to General Ledger and prepares nonthly
financial reports; and
C. reviews financial reports.
9. Does the departnent maintain a Low Val ue Purchases, Log or other

encunbrance record for LVPGs?

0 Are those entries verified agai nst anounts
entered in the General Ledger?
0 I ndi cat e who posts and who verifies?
10. Is the person responsible for departnmental budgetary control

records and review of General Ledger sheets also authorized to perform
any ordering or paynment transactions? Explain in detail, if yes.



11. Is the person authorized to approve invoices for paynent also
aut hori zed to approve LVPGs, Ceneral Requisitions or initiate MBO
purchases? Explain if yes.

12. Do persons below the | evel of Departnent Head approve paynents to
t hensel ves?

13. Are Non-Payroll Expense Transfers used to correct erroneous

recordi ngs on the General Ledger or to change costs posted on one
account/fund/ sub/ object to another? |Indicate who prepares the form

14. Has the departnent head redel egated the approval authority for
any of the categories? |Indicate by category, to whom

15. Have any enpl oyees redel egated signature authorization or
cancel | ation forns?

16. Has the Departnment Head or Pl signed all signature authorization
or cancellation forns?

17. Is the first copy of the formforwarded to the Accounting O fice?

18. Are authorizations cancelled pronptly upon separation or transfer
of an enpl oyee?

19. I's prior approval obtained for the reinbursenent of entertainment
expenses?

20. Are clains for reinbursenment supported with invoices or receipts?
21. Have travel credit cards been issued to any departnent personnel ?
22. Have any departnental personnel engaged in foreign travel?

(Wthin the scope of the audit). What approval s were obtai ned?

23. Are Travel Notifications and Request for Travel Advance forns
conpl eted and submitted to the Accounting Ofice prior to departure?

24. Are Travel Expense Vouchers submitted within 10 days after the
conpletion of a trip?

25. Have any academi c or staff personnel permanently assigned to the
department incurred noving expenses that were charged to the
department? (Wthin the scope of the audit).

26. Does the departnent generate invoices to individuals, firns or
agenci es for student or enployee fines, departnental services, or
speci al agreenments? (GJARD System

PROCUREMENT TRANSACTI ONS



Does t he Departnent have bl anket purchasing authority?

27. Do individuals signing LVPO or requisitions, have signature
authority? Indicate who initiates and who signs.

28. Are account bal ances reviewed for the availability of funds to
cover costs of goods and services prior to placing the order? Indicate
by whom

29. Is the allowability of costs to extramural funds determ ned prior
to placing the order? |Indicate by whom

30. Are costs of purchases recorded in budget |edgers and reconciled
to the general |edger? Indicate by whom

31. Are goods received conpared to the packing list?
Are packing slips maintained in the units purchasing files? Indicate
by whom

32. Does the departnent procure, receive, store, control, or dispose
of narcotics, dangerous drugs, or restricted chemcal s?

33. Does the departnent procure conpressed gases fromthe central
st orehouse and other suppliers? Indicate the types of gases and
suppl i es.

34. Are conflict of interest policies specified and dissenm nated to
the unit enpl oyees responsi ble for LVPO vendor sel ection?

EQUI PMENT SCREENI NG

35. Are purchases of equi prent val ued at $1, 000 to $10, 000 screened
agai nst avail abl e departnental assets prior to the purchase? (Have

i ndi vi dual explain the process used by the departnent to screen

equi prrent . )

36. Are screening forms prepared and sent to purchasing for equi prent
pur chases over $10, 000?

| NDEPENDENT CONSULTANTS

Definition: An independent consultant is an individual or

organi zati on, outside the O ganization, of proven profession or
techni cal conpetence who provides primarily professional or technica
advise to the Organi zation in an independent contractor relationship.
37. Wthin the scope of this audit...has the departnent secured the
services of an independent consultant? (If yes, continue.) Identify.

38. VWho determ ned that the consulting service was needed?

39. Indicate the type of consulting relations that exist:

a. Enpl oyer - Enpl oyee



b. | ndependent Contract or
C. | ndependent Consul t ant

40. Was a witten request for consulting services presented to and
approved by the appropriate responsible admnistrative office?

41. Was a standard agreenent form (FO 2042) used to execute the
agreement between the Organi zation and the consul t ant

42. Devel op a statenent on the adequacy of internal controls for non-
payrol |l record keepi ng.

43. Based on the review of procedures and controls in effect,
det erm ne which segnments of the non-payroll audit program can be
elimnated or should be expanded. Docunent your analysis in the
wor kpapers and discuss with the audit supervisor



