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Function Responsibility and Internal Control Assessment
Audit Review of AP/ACH Transactions

Business Function Report Date Period Covered
Responsibility

October 1, 2021
Finance June 27, 2023
Through

September 30, 2022

Assessment of Internal Control Structure

Effectiveness and Generally Effective!
Efficiency of Operations

Reliability of Financial Not Applicable
Reporting

Compliance with Not Applicable
Applicable Laws and

Regulations

! Legend for Assessment of Internal Control Structure: 1. Generally Effective: The level and quality of the process is satisfactory. Some
areas still need improvement. 2. Inadequate: Level and quality of the process is insufficient for the processes or functions examined, and require
improvement in several areas. 3. Significant Weakness: Level and quality of internal controls for the processes and functions reviewed are very
low. Significant internal control improvements need to be made.
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Executive Summary of Observations, Recommendations and Management Responses

Management L Internal Audit
Summarized Agreement Internal Audit Accept IA Management’s Date of Comments on
Observation with Recommendation Recommendatio Response to IA Implementati R .
Risk Rating Observation Summary n (Yes/ No) Recommendation on Response
(Yes/ No) (Month/Year)
There are no observations to N/A N/A N/A N/A N/A N/A

report with this review.

Risk Rating: NA
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Risk Rating Legend

Risk Rating: High

A serious weakness which significantly impacts the Corporation from achieving its corporate
objectives, financial results, statutory obligations or that may otherwise impair the Corporation’s

reputation.

Risk Rating: Moderate

A control weakness which could potentially undermine the effectiveness of the existing system of
internal controls and/or operational efficiency, integrity of reporting and should therefore be

addressed.

Risk Rating: Low

A weakness identified which does not seriously detract from the system of internal control and or
operational effectiveness/efficiency, integrity of reporting but which should nonetheless be

addressed by management.

Management Responses to

The Audit Review of:

AP/ACH Transactions

# Of Responses

Response

Recommendation #

N/A

Agreement with the
recommendation(s)

N/A

N/A

Disagreement with the
recommendation(s)

N/A
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Background

The Accounts Payable function is responsible for ensuring timely and accurate payments to internal
and external customers of the organization. Departments have designated staff assigned to initiate
purchase orders and staff who are delegated to approve the purchase order in accordance with the
Delegation of Authority. Upon approval of purchase orders and the creation of vendors in the
system, invoices can be received, uploaded, and then reviewed and paid by Accounts Payable.
Accounts Payable represents the largest outflow of funds for the organization in terms of volume
and frequency and as a result is an auditable activity reviewed annually.

Objective

The objective of this review was:

e To obtain a high-level understanding of the current policies and procedures in place
which administer and monitor the Accounts Payable/ACH Transactions

e To obtain assurance that the steps which administer the Accounts Payable/ACH
Transactions incorporate the procedures defined in the policies and procedures and are in
line with best practices.

e To obtain assurance that adequate internal controls exist and are operating effectively
over the Accounts Payable/ACH Transactions process.

Scope

Internal Audit conducted a review of disbursements between 10/1/2021 and 9/30/2022. Internal
Audit also reviewed system generated reports for voided purchase orders, and the Accounts
Payable Aging report along with the corresponding Accounts Payable reconciliations.

This review specifically excludes disbursements related to employee expense reimbursement as
this was considered a separate activity and is identified as such in the audit universe. In addition,
officer expense reimbursements are reviewed quarterly by Internal Audit separate from the AP
Audit review.

Methodology

Internal Audit met with Finance to gain an understanding of any changes to the process that had
taken place since the previous audit. Observations and recommendations contained in the FY2020
audit report were reviewed. In addition, current Accounts Payable policies and procedures and
Accounts Payable narrative were obtained and reviewed.

Internal Audit analyzed reports from NetSuite to identify voided or deleted purchase orders,
duplicate purchase order numbers, and segregation of duties exceptions related to purchase orders.
All system reports included all activity for the fiscal year through the date that the report was
generated. The Vendor Additions Report, A/P Reconciliation and the corresponding Aging reports
were also reviewed.
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For the review of payments, a listing of payments that occurred between 10/1/2021 and 9/30/2022
was obtained as the population under review. The population data was then grouped by vendor
category and analyzed to determine payment amounts and number of occurrences within each
category. The three largest vendor categories (NWO, Non-NWO, and Consultant) were then
stratified for the purposes of sampling. The Excel random number generator was used to determine
the sample. All other vendor categories were subjected to the internal auditor’s discretionary
judgement to determine the sample (see Appendix A).

The remainder of the sample was judgmentally selected from a separate population of training
expenses. This separate population was necessary due to a system limitation where the system is
unable to produce a report that combines payments with department and expense coding.

For each disbursement that was selected for detailed testing, Internal Audit reviewed information
pertaining to the payment, approvals/delegation of authority, subsequent reviews, and any
supporting documents. A limited review of the vendors paid was done due to the implementation of
Gappify, which is scheduled for an audit review?. Internal Audit also reviewed documentation
pertaining to check-runs that were completed during the scope of the audit. For the review of the
check-runs, Internal Audit selected check-runs associated with the selected payments for detailed
testing.

Below are the observations and recommendations that resulted from the testing performed.

Observations and Recommendations

Based on the review conducted by Internal Audit, there are no significant observations to report at
this time.

Conclusion

Based on the audit review of AP/ACH Transactions, the process appears to adhere to policies
and procedures. Our interactions with the Finance team were collaborative and productive. We
would like to take this opportunity to extend our thanks to the Controller and team for their
cooperation and assistance during this review.

2 The Gappify audit project will review in detail the onboarding protocol for new vendors and vendor maintenance in
the payment system.
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APPENDIX A: Payment Population

Vendor Category Occurrence Amount Percent Total
Blanks determined through review to be
employees - excluded from population 616 $421,782.87 0.20%
Banking Institution 24 $1,161,473.79 0.56%
Benefit Administration Fee 7 $5.,209.20 0.00%
Catering 3 $99.,368.60 0.05%
Computer Hardware/Software 93 $1,656,021.28 0.79%
Consultant 1454 $13,110,037.94 6.28%
Consultant (including CPA & Law) 2 $28.258.25 0.01%
Contributions/Staff Award 20 $4.025.00 0.00%
Delivery/Shipping 13 $54,084.88 0.03%
Entertainment 2 $1.700.00 0.00%
Equipment Rental 40 $174,435.17 0.08%
Expenses Non-Staff 1 $951.73 0.00%
Facilities Management/Janitorial 83 $2.575,102.83 1.23%
Grantee (NON-NWO) 233 $45,584,282.41 21.83%
Grantee (NWO) 1537 $121,672,992.44 58.27%
Hotel 27 $1,903,638.52 0.91%
Insurance (Health, Dental, Other) 107 $7.593,695.26 3.64%
Insurance (Liability) 3 $392,507.19 0.19%
Internet 23 $246,681.18 0.12%
Membership 8 $41,745.00 0.02%
Office Supplies 12 $639.954.60 0.31%
Photography & Video 13 $424.835.51 0.20%
Printing 26 $110.827.04 0.05%
Refund (Training Fees/Hotel) 1 $1,450.00 0.00%
Rent 69 $5,044,780.73 2.42%
Retiree 11 $11,069.60 0.01%
Retiree Benefit 5 $11.825.30 0.01%
Software License 69 $2.803,513.03 1.34%
Sponsorship 7 $47,500.00 0.02%
STEP (Tuition Fee) 19 $71,113.37 0.03%
Stipend 5 $1,000.00 0.00%
Subscription 53 $644.,076.86 0.31%
Telephone 33 $132.364.01 0.06%
Temp Help 160 $1,983,591.29 0.95%
Transportation 5 $162,022.00 0.08%
Grand Total 4784 $208,817,916.88 100.00%
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