INTERNAL CONTROLS OVER ACCOUNTS PAYABLE

AUDIT PROGRAM
Complete the audit program below to support the Business Unit’s assessment of internal controls in this area.  Please describe the controls in place, the testing done to determine whether the controls are working as intended and the results of this testing.  Also, if the Business Unit identifies a lack of controls or any weaknesses in established controls, include a plan for corrective action or identify any compensating controls.    
	Control Objective and Activities
	Testing
	Results of Testing; Corrective Action Plan or Compensating Controls for Weaknesses Identified

	Business Unit obtains appropriate support for all payments and has a process that includes verifying the following:  

a. Vendor provides required documentation (e.g., time sheets, report, and other deliverables) to substantiate vendor performance.

b. Business Unit maintained the documentation accompanying the payment request for time frames consistent with State records retention laws.  

i. Business Unit obtained State Archive approval for the destruction of any documents that are maintained electronically.

ii. Business Unit redacted confidential data from documents attached in SFS and maintained the original copies. 
c. Appropriate sign off on all relevant documents.
	1. Review written policies and procedures related to obtaining support for payments to determine if they include guidance on items a. – d. or, in the absence of such guidance, determine whether the Business Unit’s practice addresses these items.

2. For a representative sample of payments, perform the following testing:

a. Determine if the Business Unit retained all the appropriate supporting documentation related to the voucher (e.g., invoice, work orders, time sheets, reports, agreements, sign in sheets, certifications, etc.).  The documentation should be clear, legible, well organized and easily accessible.  

b. Determine if the documentation retained by the business unit fully supports the payment.

c. If the Business Unit retains records via electronic media only: 

i. Determine if it has a Records Disposition Request form (REC-3) with an authorized signature from the New York State Archives to destroy original documents;

ii. Review the documents for redacted information or confidential information that was not redacted.  

iii. If the documents contain redacted information, determine if the Business Unit retained the original hard copy in its files.

d. Examine relevant documents in the payment sample to determine if they have all appropriate sign offs consistent with the Business Unit’s policies.

Document material exceptions and review with management.
	

	Business Unit ensures all payments are accurate and has a process that includes verifying the following:
a. The mathematical accuracy of the invoices.

b. The amounts billed match the agreement or contract.

c. All requirements are met before final payment is made on advances or retainages.
d. A three way match is performed between invoice, purchase order and receiving report, specifically ensuring the following match:
i. Quantity
ii. Dollars
iii. Payee name, ID, and address
iv. Item description

	1. Review written policies and procedures related to obtaining support for payments to determine if they include guidance on items a. – d. or, in the absence of such guidance, determine whether the Business Unit’s practice addresses these items.

2. For a representative sample of payments, obtain the vendor agreement in effect at the time of purchase which specified pricing and related deliverables (e.g., purchase order, formal contract, grant document, price listing, etc.), the invoice, and the receiving report and perform the following testing:

a. Compare the pricing of the goods or services (e.g., price per unit or hourly rate) on the invoice to the pricing on the vendor agreement.  

b. Review the information on the invoice, receiving report and purchase order to determine whether the following items match:

i. Quantity ordered and delivered
ii. Amount  billed.
iii. Payee name, ID and address.
iv. Item description.
c. Recalculate the extensions and totals on the invoice to determine if the invoice was calculated correctly.

d. If applicable, for agreements that include advances or retainages, review language from agreement between vendor and agency to identify requirements vendor was obligated to fulfill prior to final payment.  Examine documentation with payment and consider performing tests related to receiving to determine whether all requirements were met before the final payment was authorized.

3. If the Business Unit uses SFS to perform the three way match between the invoice, purchase order and receiving report, select a representative sample of payments to determine whether the SFS functionality was enabled for all transactions.  In cases of pricing fluctuations (e.g., milk prices), determine whether the Business Unit appropriately amended the Purchase Order rather than turning off the matching function.
4. If the Business Unit does not use SFS to perform the three way match, determine whether the following items match: 

a. Quantity

b. Dollars

c. Payee name, ID, and address
d. Item description
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Appropriate Business Unit personnel receive the goods (valid receiving report).


If a pre-payment, the appropriateness of the payment and the future receipt of the good(s) and service(s).


A prior payment has not been made (duplicate payments).

	a. Staff track partially fulfilled purchases/purchase orders and appropriately adjust payments.


	1. Review written policies and procedures related to receiving goods and services to determine if they include guidance on items a. – d. or, in the absence of such guidance, determine whether the Business Unit’s practice addresses these items.
2. For a representative sample of payments, perform the following testing:

a. Determine if goods or services purchased have now been received. 

b. Review history of payments made to vendors in the sample to identify any duplicate payments.

c. For partially filled orders, verify payment is for only the portion received.  
d. For pre-payments, consider performing the following testing:
i. Determine whether the vendor has satisfied the terms and conditions in the criteria document in order to receive the payment
ii. Review the schedule of payments, if applicable, and determine if the payment amount and payment date are in accordance with the schedule
iii. Review the budget and expenditures to date and determine if the vendor is within the budgeted costs
iv. Other (specify)
e. Other (specify)
Refer to Receiving program for additional testing to consider performing on goods and services received.
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	Business Unit ensures payments are properly authorized and has a process that includes verifying the following: 
a. Staff who approve a voucher have been authorized to do so by the head of the Agency. 
b. Incompatible duties are segregated: the voucher creator is not the same as the voucher authorizer; the voucher authorizer is not the receiver.
	1. Obtain documentation from the Business Unit showing who the head of the Agency designated to authorize the transmission of vouchers to OSC. The documentation should include the names of the designees and the department head’s original signature.  Verify the person who approved the voucher was authorized to do so.

2. Determine whether there was overlap between the roles of voucher creator, voucher authorizer and receiver of goods/services by reviewing security access of Business Unit staff roles within SFS to ensure adequate separation of duties between functions.  For SFS Bulkload agencies, this can be accomplished by examining a representative sample of payments. 

3. Review time sheets for a sample of voucher authorizers and voucher creators to determine what days they were not in the office or present at work.  Review use of SFS user IDs for those dates and times to determine whether the user ID of any voucher authorizer or voucher creator was used when the corresponding employee was out of the office.   This may indicate business unit users are sharing their user IDs.  Follow up on any inconsistencies to determine if ID sharing is taking place.  
Document material exceptions and review with management.
	

	Business Unit ensures advance accounts payments are appropriate and has a process that includes verifying the following:
a. Incompatible duties are segregated: the person that signs the checks is different than the person reconciling the account; the person that signs the checks should be different than the person vouchering for reimbursements; the person authorizing the payment should be different than the person signing the check.

b. All documentation is provided with payment request (three-way match between invoice, purchase order, and receiving report, if applicable).

c. Any related documentation is obtained and retained.


	1. Review written policies and procedures over advance account payments to determine if they include guidance over a. – c. or, in the absence of such guidance, determine whether the Business Unit’s practice addresses these items.  Determine if the Business Unit’s guidance or practice is in accordance with Guide to Financial Operations Section XII.6.K, Creating an Advance Account.  
2. For a representative sample of advance account payments, follow suggested tests above to determine whether: 

a. Incompatible duties are segregated as described as follows: the person that signs the checks is different than the person reconciling the account; the person that signs the checks should be different than the person vouchering for reimbursements; the person authorizing the payment should be different than the person signing the check;

b. All documentation is provided with payment request; and

c. Any related documentation is obtained and retained.

Document material exceptions and review with management.
	

	Business Unit ensures payments are timely and has a process that includes verifying the following: 
a. The Procurement office sends the purchase order to Accounts Payable immediately after the purchase.

b. The Receiving Department sends Accounts Payable the receiving report at the time the goods are received.

c. Accounts Payable is notified within a reasonable time of service completion.

d. Invoice dates are recorded correctly.

e. Open purchase orders and outstanding invoices are tracked.

f. Vendors send invoices directly to the designated payment office.

g. MIR date is calculated correctly and/or based on correct dates.


	1. Review written policies and procedures over the payment process to determine whether they include guidance related to items a. – g. or, in the absence of such guidance, determine whether the Business Unit’s practice addresses these items.
2. For SFS Online agencies, compare the invoice receive date to the date entered into SFS for the payment to determine if they match.  For SFS Bulkload agencies, verify the accuracy of the MIR date entered for the payment.
3. Obtain Paid Interest Report NYAP0581 for desired time period for testing.  Select a sample of payments from the report and examine to determine the following:
a. Does the MIR date on the voucher match the invoice receive date or the date the goods or services were received, whichever is later?

b. If the MIR date was calculated correctly, what caused the delay between the MIR date and the payment date? 
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