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Internal Audit Memorandum No. 2007-04

August 22, 2007

Coleman Stipanovich
Executive Director

State Board of Administration
1801 Hermitage Boulevard
Tallahassee, Florida 32308

RE:  Second Follow-up to the Procurement Card (PCard) Audit
Dear Coleman:

We have completed the follow-up audit of the recommendations made to the State Board of
Administration (SBA) contained in the OIA Reports # 2004-02, Procurement Card Program
Operational Audit, and # 2005-03, Procurement Card Program Follow-Up Audit.

We are pleased to report that as of July 31, 2007, of the 17 recommendations that were either
partially implemented or pending implementation in 2005, 11 have been implemented and the
remaining six were addressed by implementing mitigating controls. Please refer to Appendices
A and B for the details.

We are also pleased to note that the SBA has successfully reduced its exposure to PCard by
reducing the total monthly spending limit by 43%, from $1 million as of March 31, 2004 to
$575k as of July 31, 2007.

We thank the Chief Operating Officer, management and staff of Financial Operations and Travel
Section for the cooperation and courtesies extended to us during the audit.

¥

Flerida D. Rivera A.i;?ng
Chigf of Internal Audit
Office of Internal Audit

Sincerely,

cc: Gwenn Thomas, Chief Operating Officer _5 r
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Scope, Objectives, and Methodology

Scope and Objective

This follow-up audit entailed a review of the status as of July 31, 2007, and the progress of
management efforts in implementing the 17 recommendations contained in OIA Reports

# 2004-02, Procurement Card Program Operational Audit, and # 2005-03, Procurement Card
Program Follow-Up Audit. In certain cases, we reviewed subsequent information to provide
updated information regarding current processes.

The objective of this follow-up audit was to evaluate whether the recommendations made and
accepted were effectively implemented. Specifically, to determine whether:

. Each recommendation was implemented to address identified risks/conditions raised or
that an alternative to the recommendation was used to address the risks/conditions.

. The changes implemented were effective in addressing risks/conditions raised.

. Other issues have developed that need management’s attention.

Methodology

This audit was conducted in accordance with the International Standards for the Professional
Practice of Internal Auditing published by The Institute of Internal Auditors, Inc., and
accordingly, included such tests of records and other auditing procedures deemed necessary.



Memo # 2007-04

PCard Second Follow-up Audit

Appendix A - Recommendations Made in 2004

Table 1 lists the 11 recommendations contained in OIA Report # 2004-02 whose status were

either partially implemented or not implemented at the time we performed the first follow-up
audit in 2005.

Table 1 — Recommendations Made in 2004

other related policies that
would provide adequate
guidelines should be made
available to all employees
who have roles in the PCard
program.

December 1, 2004 is available on the
SBA’s intranet.

We were advised that the Manual will
be posted on SBA’s intranet.

Update:

The most recent Manual is posted on
the SBA’s intranet. A revised version
will be posted on the website as soon as
possible after July 1, 2007.

No. Recommendations Status as Reported in December 2005 OIA Conclusion on the Status
and as of July 31, 2007
Update Received from Auditee
Management on June 5, 2007
4 | Outline Responsibilities Partially Implemented. Implemented.
Either in the Policy and/or
Manual'
The Procurement Policy The updated Manual adequately The responsibilities of the
(Policy) and/or Manual outlines the responsibilities of the budget authority are now
must adequately outline the | cardholders, PA, and Travel Services. outlined under the Procedures
responsibilities of the section of the Manual dated July
cardholders, budget However, the budget authority 1,2007.
authority, Program responsibilities are not clearly outlined
Administrator (PA), and either in the Policy or in the Manual. In addition, a separate email was
other staff who have roles in sent to all cardholders on July 5,
the PCard program. Update: 2007 regarding the budget
The budget authority’s responsibilities | authority’s responsibilities.
will be clearly stated in the Manual by
June 30, 2007.
6 | Make Manual Available Partially Implemented. Implemented.
and
7 | The Policy, Manual, and The Policy that took effect on On January 9, 2006, the Manual

dated July 1, 2004, was emailed
to all cardholders by the Senior
Accounts Payable (AP)
Specialist I11.

The Manual dated July 1, 2007
is now posted on the Intranet
under the Travel section. All
cardholders were advised of the
existence of a revised Manual on
July 5, 2007 via email from
Financial Operations Control
Manager.

! Manual as used in this memorandum refers to the PCard Manual.
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Appendix A - Recommendations Made in 2004

8 | Review Spending Limit

We recommend that the
SBA review the existing
spending limit of all PCards.
The spending limit of each
PCard should be set
according to the usage level.

Partially Implemented.

The SBA successfully limited its
exposure to travel PCards by reducing
the spending limit of most travel
PCards from a minimum of $5k to
$2.5k. This translated to a reduction in
spending limit by $172.5k or about
$2.1 million, annualized.

However, there was minimal change in
the spending limit of commodity
PCards. About 66% of commodity
cardholders continue to have a
spending limit of $10k and above.

Update:

A review, as recommended, was
performed. Each January, the Financial
Operations Control Manager performs
the recommended review for
commodity PCards. The spending
limits are compared with the usage
levels and adjustment is made as
necessary.

For travel PCards, the review is
performed towards the end of each
fiscal year.

Implemented.

Our comparison of spending
limits supported the actions
taken by the SBA. In 2003,
there were 27 commodity
PCards with spending limit of
$10k and above. As of July 31,
2007, only 9 commodity PCards
have spending limit of $10k and
above.

The SBA successfully limited its
exposure to commodity PCards
by reducing the total monthly
spending limit by $135k - from
$393.5k as of June 30, 2005 to
$258.5k as of July 31, 2007.

We also noted that a review in
June 2006 of travel PCards
resulted to an adjustment in the
spending limit of eight travel
PCards.

However, we noted that the
Financial Operations Control
Manager does not document the
review performed. We discussed
this matter with the Chief
Operating Officer (COO) and
the Financial Operations Control
Manager, who agreed to
document future reviews.
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Appendix A - Recommendations Made in 2004

16
and
21

Terminate Infrequent
Travelers PCard

We also recommend that the
need for the travel PCard of
infrequent travelers be re-
addressed. Our
recommendation is to
terminate PCards that will
be used for a maximum of
three times annually.

Because of the inherent
risks associated in a PCard
program, we believe that the
best prevention is non-
issuance of PCard to
infrequent travelers.

Partially Implemented.

Since the issuance of OIA Report #
2004-02, the SBA has cancelled 11
travel PCards. This translated to a
reduction in monthly spending limit by
$55k or $660k, annualized.

We noted, however, that there are still
some travel PCards not used at all
during the fiscal year ended June 30,
2005. We recommend that these
unused travel PCards be also
terminated.

Update:

We have reviewed spending limits for
cardholders and have eliminated
several PCards where no travel had
been incurred or was expected to be
incurred.

Addressed Risks by
Implementing Mitigating
Controls.

In 2005, we agreed to the plan
not to terminate the infrequent
travelers PCard because:

a. We were advised that the bulk
of travels arranged by TS are for
those individuals who travel up
to three times a year.

Our analysis disclosed that as of
July 31, 2007 the bulk of the
travelers are still those with
spending limit of $2.5k
(infrequent travelers). Of the
106 active travel PCards, 88
have a spending limit of $2.5k
and below.

The annual review of the PCard
usage will continue to address
whether or not a travel PCard is
needed by certain individuals.

b. The COO plans to further
reduce the total spending limit of
active PCards by approximately
$300k. Because of these
reasons, we concur with the plan
not to terminate the PCards of
infrequent travelers.

Our analysis showed that the
reduction in spending limit from
June 30, 2005 to July 31, 2007
was $149.5k ($14.5k for travel
and $135k for commodity).
Although the amount did not
reach the planned $300k
reduction, our analysis disclosed
that extensive reviews were
performed in 2005 and 2006.

In addition, we noted that
requests for an increase in
spending limit now go through

an approval process.







