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REPORT OF AUDIT COMMITTEE MEETING OF THE BOARD OF FINANCE
HELD ON APRIL 19, 2017 at 6 p.m.

ATTENDEES: COMMITTEE CHAIR RICHARD FREEDMAN; SAL GABRIELE (arrived at 6:18 p.m.); AND MARY LOU
RINALDI (arrived at 6:36 p.m.). ALSO IN ATTENDANCE WERE: JAY FOUNTAIN, INTERIM DIRECTOR OF OPM;
ANN MARIE MONES, RISK MANAGER; DAVID YANIK, CONTROLLER; AND TERESA VISCARIELLO, INTERNAL
AUDITOR.

1. Potential Audit of Worker's Compensation Program — Ann Marie Mones, Risk Manager and Jay Fountain, Interim
Director of OPM (Video 00:00:00)

Mr. Freedman stated that the Board of Finance believes the amount of this line item definitely warrants some outside
analysis. The total is $9.3 million dollars and 90% of this amount occurs within the Police and Fire Departments and the
Board of Education. Ms. Mones stated that it has been ten (10} years since the Worker's Compensation Program was last
audited. At that time she reviewed Police Department files and found enough evidence that an audit was needed. She
contracted with an auditor and new rules were implemented. Ms. Mones would be very happy with another review at this
time to assure compliance with existing procedures. Mr, Freedman suggested that a well-designed audit be conducted, an
RFP prepared and comparisons made with other municipalities. He also suggested that this matter be discussed further at
the June 8 Audit Committee Meeting.

2. Potential Audit of Risk Management — Ann Marie Mones and Jay Fountain (Video 00:77:59)

Item 2 is similar to the item above but involves Risk Management and general liability. Mr. Freedman suggested that there
be a review of insurance carried — or not carried, deductible amounts, comparison with other municipality premiums,
efficacy of the coverage, and cost benefits, to name a few. The consensus was that an audit of the City’s Risk Management
be cenducted and that an RFP be prepared. This item will also be discussed further at the June & meeting.

3. City of Stamford Internal Audit Review - Accounts Payable FY2012-2013 {DRAFT) - Teresa Viscariello,
Internal Auditor ({Video 0023:34)
Ms. Viscariello discussed the results of her review and identified four {4) areas that she has ranked in order of importance:

i Vendors {50 identified) with no FEIN (Federal Employer Identification Numbers) 1Ds that appear to have never had
any transactional activity recorded, but still remain active in the vendor system;
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ii. Transactions (11 identified) totaling $128,600 which require a correction of the FEIN number in the vendor
maintenance screen for the fiscal periods under review;

iii. Potential duplicate vendor information including 160 transactions totaling $12.7 million with vendor FEIN number
and 18 with no vendor FEIN number, that appear to contain historical transactions for the fiscal periods under
review; and

iv. Transactions (235 identified), with no FEIN number fotaling $0, which appear to contain historical transaction for
the fiscal years under review.

Ms. Viscariello provided recommendations and discussed the Management responses she received. (See attached review.)

Meeting adjourned 6:51 p.m. (Video: 00:45:30 p.m.)

Please view the meeting video for a complete record of this discussion.

Wednesday, April 19, 2017 at 6:00 P.M.

Richard Freedman, Audit Committee Chair Sal Gabriele, Member
cc: Mayor David Martin David Yanik, Controller

Michael Handler, Director of Administration Karen Vitale, Assistant Controller

Kathryn Emmett, Director of Legal Affairs Lou Casolo, City Engineer

Ernie Orgera, Director of Operations Beverly Aveni, City Purchasing Agent

Jay Fountain, Interim Director of OPM Donna Loglisci, City and Town Clerk

Lee Berta, Assistant Director of OPM Randall Skigen, President, Board of

Representatives
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Overview:

In conjunction with City's Internal Audit Plan for fiscal 2015/2016, Intemal Audit
performed a review of the City's Accounts Payable processes and procedures. The
objective of the internal audit were to evaluate internal controls over accounts payabie,
assess compliance with applicable procedures and policies, and verify vendor payments
were made accurately -and properly supporied. The internal audit was conducted in
accordance with generally accepted government auditing standards. Those standards
required that we plan and perform sufficient appropriate svidence to provide a

reasonable basis for the fi ndmgs and recommendations based on the internal audit
objedtives.

Key steps in planning the internal audit program included the use of both traditional and
nontraditional testing procedures (see Exhibit C). Various techniques, including data
analytics were applied to the accounts payable transactions file to identify potential
fraud and non-compliance with City's policy covering fiscal pericds ending 2012 and

2013 (bases for fiscal periods selected were from carryover project identified on the
“Annual Internal Audit Plan FYE 2014-2015").

A review and comparison of all employees' social security numbers, vendors' tax
identification numbers, and vendors’ addresses were performed for potential matches
and payments were matched. The support documentation was requested and reviewed
to determine any potential issues and no exceptions were found.

The accounis payable transaction file was analyzed io identify potential duplicate
paymenis using data analytics techniques. From the transactions identified, 371
venders with activity totaling $56.8 miillion and 412 vendors with no FEIN (Federal
Employer |dentification Numbers) were selected and support documentation is pending

further inquiry for 118 vendors with activity totahng $28.9 million with the Controller's
Office.

Background:

All vendors are required fo send invoices directly to the departments that authorized the
purchase (except capital projects). The Department's forward invoices to Accounts
Payable department once goods and services are acknowledged as received on the
H.T.E. purchasing application module system. Accounts Payable will only process

payments based on submission of original vender invoice (statements are not
processed),

Oversight of the City's/BOE Accounis Payable department falls under purview of the
City's Controlier's Office. Accounts Payable manual policy is covered under the City's
Accounting Policy and Procedures Manual revised 12/2008 (see Exhibit A).

Oversight of the City's/BOE Vendor Maintenance setup falls under the purview of the
City's Purchasing depariment.

Page 20of7



Findings and Recommendations (ranked in order of importance):

1. Einding:

Internal audit has identified 50 vendors with No FEIN |d's that appear to have never

had any transactional activily recorded and stili remain active in the H.T.E vendor
maintenance.

Recoimmendation:

Storing and raintaining the same piece of vendor information under multiple vendor
names may increase the risk of duplicate payment activities and may lead to errors
in financial reporting, use of additional system memory, and confusion among the
users as to which vendor is the comrrect one to use.

a. Accounts Payable depariment or designee should implement a periodic review-
and document all changes made io the accounts payable master vendor file on
an ongoing basis not only on a yearly basis for 1028 IRS reporiing purposes.

b. Accounts Payable department or designee should create and report findings of
no vendor activity within the last 12-24 months {o the Purchasing department.

¢. Purchasing department or designee should perform the “Delete” function in the
H.T.E vendor mainienance.

Management Responses:

A. Purchasing Department Response

Upon receipt of the pedinent information from the Internal Auditor, the
Purchasing depariment wil! delete the designated vendor names.

B. Controller's Office Management Response:

Assistant Controller and Accounts Payable Manager are reviewing the findings
and are still in the process of drafting a response.
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2. Finding:

Internal audit has identified 11 transactions totaling $128.6 thousand, which require

a correction of the FEIN # in the vender maintenance screen for the fiscal periods
under review.

Recommendation:

a.

Adherence to obtaining 2 completed W-8 form prior to vendor set-up- was

recommended as part of the City's Purchasing Audit and has been effective
since March 14, 2016 {see Exhibit D),

Controller's Office or designes should perform review of all changes to the
master vendar file on an ongoing basis not once a year for 1089 IRS reporting.

Any future change to 1098 IRS reporting should be communicated back to

Purchasing depariment ar designee and updates timely and accurately in the
H.T.E vendor maintanance.

Promote clear guidance can promote compliarice with IRS 1089 regulations and
reduce likelihood of errors accurring.

Management Responses:

A. Purchasing Department Response

Upon receipt of the pertinent information from either AP department and/or
Internal Auditor, the Purchasing department will make the requested
corrections/changes/updates to the vendor file.

B. Controller's Office Management Response:

Assistant Controller and Accounts Payable Manager are reviewing the findings
and are still in the process of drafting a response.
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3. Finding:

internal audit has identified potential duplicate vendor information, 160 transactions
totaling $12.7 million with vendor FIN # and 18 with no vendor FIN #, that appear fo
cantain historical transactions for the fiscal periods under review.

Duplicate vendor information may increase the risk of incomplete or overstated
multiple payment histories that may iead to erors in financial reporting, use of

additional system memory, and confusion among users as to which vendor is the
correct one to use,

Recommendation:

a. Adherence to obtaining a completed W-9 form prior to vendor sei-up was

recommended as part of the City's Internal Purchasing Audit and has been
gffective since March 14, 2016 (see Exhibit D).

b. Controlier's Office Accounts Payable personnel and Purchasing department
personnel should establish a vendor maintenance policy that covers areas such
as; deleting vendors with no data, merging duplicate vendors, and inactivating

dormant vendors (with no activity within the last 12-24 months) and perform that
maintenance regularly.

Note, H.T.E system support suggests utilizing a function call the 2 “Merge”
option to consolidate common vendor records {who have recorded historical
transaction activity). This function will assist in merging all the vendor history
infoermation “from” one vendor to the correct vendar thus deleting the “from’”
vendor and should only be performed after work hours, when no one is on
the system or in the vendor files.

c. Management should task and delegate access rights and duties to a responsible

employee in executing and performing recommendation (b.) above and properly
train employees who are tasked with those responsibilities.

d. It is critical that training be administered at least on a yearly basis to all

employees (new and existing) involved in preparing purchasing requisitions on
how to accurately perform a vendor inquiry.

e. Controller's Office or designee should perform review of all changes to the
master vendor file on an ongoing basis not once a year for 1099 IRS reporting.

Page50of7



Management Responses:

A,

Purchasing Department Response Finding 3 (b)

Upon receipt of the pertinent information from either AP department and/or
Internal Auditor, the Purchasing department will make the requested
corrections/changes/updates fo the vendor file on a regular engoing basis.

. Controller's Office Management Response:

Assistant Controller and Accounts Payable Manager are reviewing the findings
and are still in the process of drafting a response.

. Finding:

Internal audit has identified 235 transactions with no FEIN # totaling $0, which
appear to contain historical transactions for the fiscal periods under review.

Recommendation:

a.

Established policies should prohibit new vendor set up that does net provide
FEIN number prior to being entered into the H.T.E vendor maintenance.

Controller's Office or designee should consider a revision of the City's
“Accounting Policy and Procedures Manual”, page 23 (section 4.10.1 through
4.10.5) and pages 24/25 {section 4.13.1 through 4.13.3) (see Exhibit A).

Management or designee should consider implement policies to address
performing periodic purging fo vendors that have had no activity with in last 12-24

months by selecting the 'Delete” function option in the H.T.E vendor
maintenance.

Promote clear guidance can promote compliance with IRS 1089 regulations and
reduce likelihood of errors occurring.

Management or designee should implement a review and document changes fo

the master vendor file on an ongoing basis not only once a vear for 1099 IRS
reporting purposes.
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Note: For vendors that are subsidiaries and not considered duplicates, H.T.E

system support suggest utilizing the chanae option with the vendor profile and
switch it from “active” vendor to *inactive”.

Management Responses:

A. Controller’'s Office Management Response:

Assistant Controller and Accounts Payable Manager are reviewing the findings

and are still in the process of drafiing a response.

Summary Results of Accounts Payable Findings:

Recommend
vendar Pending
Recommend | Recommend | Recommend | maintenance ! Further Total
' Description Option Correction Option status Research Count/%
4=Delete of Error 9=Merge profile by AP
switch to Department
"Inactive"
No FEIN & !
Amount 50 0 18 235 48 3490
- With FEIN & 0 11 , 160 0 72 243
. Amount
Total
Combined 50 11 178 235 118 592
Count
- Percentage i
of Total 8% 2% 30% 40% o 20% 92%
Summary of Dollars of AP Findings
Pending
Recommend | Recommend Further Total
Description Correction of Option Research by Amount®
Error 9=Merge AP
Depariment
With FEIN &
Amouni 128,653.86 12,708,013.28 | 28,885,781.80 | 41,722 448,94
Percentage of Total 0% 30% 69% 100%.
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4,  Accounts Payable

A,

Reviston 4
12/30/08

Process Overview

Accounting policies and procedures related to accounts payable are designed to
ensure that all transactions are properly authorized and approved; goods and
services canform with specifications and pricing; transactions are documented
timely and appropriately; expenditures are properly classified; and transactions
are recorded on the City’s general ledger in an accurate and timely manner.

City Charter/Code of Ordinances References

Raference Subiect
§8 23-14 t0 23-18 City Purchasing ordinance, revised 2/1/9%
§ 103-6 Annual statement of vendors paid by City
Ordinance No. 663 City of Stamford Travel Policy
§ 23-29 No payments to City employees for business travel

entertainment or related expenses shall be made that
do not comply with the City™s written travel policy
for these paymenis.

Significant Policies

+

All invoices are to be received by the department and recanciled to the P.O.

before being sent to the Accounts Payable department for review and
payment.

No department should aceept or use goods or services that do not appear on
a properly authorized purchase order (when required).

All encumbrance rollovers (purchase orders) must be fully liquidated by
October 31% of the new fiscal year unless special circumstances exist.

No orders are placed with vendors without a valid, approved P.O. (except in
an emergencyy.

Accounts Payable may change line item prices by up to 10% of the total or

$300 whichever is greater assuming funds availability. All other changes
must be done in the adjustment field.

No encumbrance will be made in one fiscal year to pay for goods or services
in a subsequent fiscal year.

Purchasing/Procurement Cards may be used to improve the efficiency of
purchasing procedutes. These cards can be used as an efficient, cost-
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Revision 4
12/30/08

effective method of purchasing and paying for small dollar or emergency
purchases.

The City of Stamford Financial Policy No. 9-2 Payroll Tax Reporting states
the following:

" Any nan-city entity which receives appropriated funds from the City of
Stamford, including grant funds which are being passed through the City,
must confirm their agency’s compiiance with federal and State payrolf tax
reporting, deposits, and payments for each year they are to receive City
funds. The City Controller must receive confirmation of federal and State
compliance by July 1 each year. Failure to provide adequate confirmation
may withhold any future funding from the City.

Attachments — See Appendix A |

U\-hl:d!\.):-—
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Direct Disbursement Form

Travel Palicy

Request to Add Vendor to the HTE System.

Orders Placed Before P.O. Issue

July 1, 2003 Memo providing additional guidance on encumbrances and
purchase orders.

City Procurement Card Policies

Board of Education Purchasing Card Policies

City of Stamford Financial Policy No. 9-2 ~ Agreements Between
Organizations Receiving City Funds
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4 Accounts Payable

4,1 Pre-Audit Approval of Purchase Requisitions

The Controller’s Office is responsible for Pre-Audit approval of afl purchase requisitions.

Once each purchase requisition has been approved on the HTE system at the first, second and

third fevels, the Controller’s Office is responsible for reviewing the requisition for the following
items:

s Proper completion and approva! of requisition
= Comrect commodify code

«  Proper general ledger account and project code
+  Availability of funds

s Compliance with requisition policy

e Tubkiple approval levels

4.2 Receipt of Goods/Services

42.7

Revision 4

12/30/08

All goods should be shipped to, or otherwise delivered to the department that authorfzed the
relfated purchase order.

When goods are delivered, the receiving personnel from the ordering department are responsible
for documenting those items received and accepted. The packing slip is to be compared to each
jtem received and a check mark (v is to be placed next to each itet on the packing slip that has
been received in working conditior and in the quantity ordered. if 2 packing ship is not enclosed,
a copy of the corresponding purchase erder should be used.

If items listed on the packing slip are not received, those items should be identified on the
packing slip and the initials N.R. (not received) noted next to them, If the quantity received is
less that the amouni ordered, that information should also be noted on the packing slip.

If the packing slip indicates that certain items are back ordered, those items should be identified
znd the initials B.O. (back ordered} noted next to them.

The individual responsible for unpacking and checking the shipment shouid be someone other
than the requisitioner and should note any pertinent information about the order on the packing

slip (see 4.2.2 through 4.2.4 above), This individual should also sign histher name and note the
date that the shipment was inspected.

Receipt of goods and services must be documented electronically on the HTE system in order for
an invoice to be paid. Departments should only receive amount to be paid (not entire P.O.)
unless order is complete. Upon receipt of goods and services, the appropriate deparimental

personnel are responsible for acknowledging the receipt on the system and noting partial
shipments and backorders accordingly.

1f a shipment is received and the receiving department does not have a corresponding purchase
order on file, the City Purchasing Department should be contacted immediately, No department
should accept or use items that do not appear on a properly authorized purchase order, or are
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duplicates of an order already received. Departments should only place orders after P.O.s have

been issued. Depariments not adhering to this policy will receive a standard form (attached)
asking for an explanation.

4.3 Invoice Processing

43.1

4332

Al vendors should be instructed to send inveices directly to the department that authorized the
purchase {except for capital projects, which should be sent to the Project Manager), Departments
should forward invoices to Accounts Payable upon receipt of goods and ackaowledgment of the
same on the HTE system. Accounts Payable will only make payment on vendor invoices.
Payments will not be made on statements, packing slips, or acknowledgments,

An invoice that has been entered into the HTE system must be characierized by one of seven
status codes as follows:

3 - Awaiting acknowledgment of receipt

4 - Partially received, no invoice

3 ~ Partially received, invoice entered, invoice partialiy paid
& - Received, no invoice

7 - Received, partially invoiced

8 ~ Completed

9 - Cancejed

4.4 Authorization of Payment

4.4.1

442

443

4.4.4

4.4.5

4.4.6

Revision 4

12/30/08

Receipt of all goods and services must be acknowledged as received on the HTE system before
the vendor will be paid.

Upan receipt of receiving reports, Accounts Payable is responsible for comparing information
fram the recelving repott, vendor invoice and purchase order. Any discrepancies are noted and
Aceounts Payable refers the matier to the purchasing department.

Upon receipt of a purchase order, receiving report and vendor invoice, Accounts Payeble is
responsible for auditing these documents for aceuracy and comparing them 1o the Teceiving
information recorded in the HTE system., Audit procedures should include & comparison of
items, quantities and unit prices from the invoice to the purchase order and receiving report and
compliance with pelicy related to the requirement to have a valid P.O. before the order is placed

andior items are delivered. (Sze attached form.) Al mathematical caiculations should be
recomputed for accuracy.

Each department is responsible for recording specific items, quantities ordered and quantities
received on the HTE system when creating a purchase order, Accounts Payable is not
responsible for this information and will process invoices as “Drawdown Purchases” when the
ordering department does not input this information into the HTE system.

If 2 purchase order was not inilially recorded as a Drawdown Purchase on the HTE system, and
Accounts Payable is forced ta process it as such, the invoice and purchase order are forwarded 10
the Purchasing Department. The Purchasing Department is respansible for changing the status of

the purchase on the HTE system to “Drawdown Purchase™, and for returning the invoice to
Accounts Payable for paymeat,

Accounts Payable is responsible for entering the invoice information into the HTE system.
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4.4.7

Onee checks have been issued, Accounts Payable is responsible for matching the check o the

related invoice and other documents, and scanning into Optiview (HTE scanning storage
software).

4.5 Invoice Adjustments

4.5.1

Accounts Payable is authorized 1o enter vendor invoices into the HTE system in amounts up to
19% or $300 in excess of the related purchase order. Funding availability will be checked before
payments are made in excess of authorized PO, amount. Adjustments may be made for price
changes or shipping charges. Sales tax should not be paid on City purchases.

4.6 Dipect Disbursements

4.6.1

462

4.6.3

Revision 4
12/30/0%

Direct disbursements may be processed when invoices are received representing usape chatges
for monthly services, or where charges for services andfor materials can be processed without
violating purchasing procedures or impairing control. A direct disbursement aflows an invoice 1o
be paid dirsctly, withowt the issuance of requisitions or purchase orders. Pre-audit function is

performed on direct disbursements as well, This includes checking for proper account codes,
funds availability and multiple approval levels.

Direct disbursements will not be paid unless the following criteria are met:

+  Prior and appropriate understandings with the Controller’s Office exist regarding the
purchase of specified goods or services.

« The proper budget expense sccount is charged, sufficient funds are avatlable in the
account, and required signatures suthorizing payment are present. The only exception
wifl be to charge accounts payable set up in the balance sheet. All charges to balance
sheet accounts must be approved by the Controller or the Controller’s designee.

ltems that must be paid by direct disbursement are limited to the following:

o Mileageftravel expense reimbursement

s  Seminar fees (1f line item 3202 account is usad)

s  Registration fees (ITline item 3202 account is used)

» Replenishments {o petty cash funds

s Tax refunds

*  Operating subsidies

+  Pension contributions

s Legal claims

e Miscellaneous refunds

s Artists’ Invoices (At Requirement)

s  Tuition Reimbursement (Requires approval of HR Regresentative)
+  Pay for tink instructors, election workers and game officials

ftems that may be paid by direct disbursement are limited to the following:

+  Association dues and subscriptions (magazines & newspapers)

20



CITY OF STAMFORD
ACCOUNTING POLICY AND
PROCEDURES MANUAL

*  Advertising

s Postage

» Insurance premiusms {(except one year renewable policies)
= PayroHl tax payments

e Utility payments

+ Food

4.64 In order to pay for goods or services by direct disbursement, the ordering department must
complete a direct disbursement form complete with a vendor number. This for tmust be approved

by the preparer, the preparer's depariment head (or a designee), and a designee of the Cantrollet.
(See copy of standard form}

465 Direct disbursements are to be input into the HTE system by a designee of the Controller. The

Controller’s designee is vesponsible for auditing each direct disbursement to ensure that it
complies with City policy.

466 The Controiler’s designes is responsible for reviewing supporting documentation and appraving

all direct dishursements once they have beea entered on the HTE system by updating the “IN”
group.

467 Any tansactions that fzll cutside the direct disbursement guidelines must be approved by the
Controller.

4.7 Petty Cash

4.7.1 Petty cash funds should be established and maintained only as necessary. The Controller’s
Office is responsible for maintaining a record of all petty cash funds in use. Depariment heads
are responsible for maintaining any petty cash funds in accordance with City policy.

472 The Finance Department petty cash fund is available for departments that have not established
their own petty cash funds.

4.7.3  The limil on purchases with petty cash funds is $50.00.

474 Petty cash funds are intended (o facilitate deparimental purchases of small, but necessary
operating items of nominal dollar amounts, except in emergencies, or for specific exceptions
granted by the Controller or the Controller’s designee to meet any unique departmental needs.

475 Some items that may be purchased with petty cash funds include:

s  Small office items

» Parking garage fees

s Books and pericdicals

= Phatocopying services

s Professional membership dues
s Postage

4,76 Some items that should not be purchased with petty cash funds include:

21
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485

4.8.7

4838

The Board of Education or the City will be responsible for reviewing transactions, approving
charges, zcoount coding and verifying fund availability.

A procurement card group will be created in HTE to be edited and updated to post transactions 1o
the general jedger.

fPMorgan Chase will initiate ACH payment for the full amount owed o the bank for monthiy
procurement card purchases.

4.9 Employee Travel Relmbursements

491

4932

493

4,94

Employee travel reimbursements are governed by the City of Stamford Travel Policy, adopted
pursuant to Ordinance No. 663. Consult the City of Stamford Travel Policy {attached) for
further details beyond those presented in this Section.

Employee iravel is subject to pre-approval by the applicable department head, Director, and the
Mayor when such travel includes an overnight stay, air transportation, or when the destination is
in excess of 200 miles from the City (400 mites round trip). Under these circumstances, the
emplayee is required to complete a Conference or Out-of-Town Trip Request Form.

Department heads are responsible ior appraving all claims for employee travel originating in

their departments and ensuring that all such claims are in complignce with the City’s Travel
Palicy.

The Controller’s Office is responsible for ensuring that all claims for employes travel are

properly approved by the applicable department head, and for compliance with alt of the
requirements of the City's Travel Palicy.

4,10 Vendor Fite Mnintenance Standards

4.10.1 The City Controlier's Office is responsible for maintaining the HTE vendor file.

4.102 To aveid creating duplicate vendors in the HTE database, the Controller’s Office should

thoroughly search ail active and inactive vendor flles prior to creating 2 new vendor record.

4,10.3 If a vendor cannot be located in either the active or inactive vendor files, the individual

submitting the refated purchase order or direct disbursement form is responsible for completing

and submitting a Vendor Request Form to the Controller’s Office. (See attached Request to Add
Vendor to HTE System.)

4,10.4 When creating new vendor records in the HTE system, the Controller’s Office requires

completing the entire form inchiding Tax [D number,

4.10.5 The Controller’s Office retains copies of all vendors added. No vendor will be added without 2

fully completed form. All information s the responsibility of the Department/BOE requesting
the new vendor.

4.11 Accounts Payable Accounting snd Contrel

4.11.1 Each month, the Controller’s Office is responsible for reconciling the open payables report

Revision 4
12430708

(invoices approved and unpaid) to the general ledger.
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4.11.2 Recurring Purchase Orders: We will be requiring that all periodic recurring expendires be
encumbered a5 a draw-down for the full yeat amount. Remember, you can always add or reduce
draw-down amounts as the year progresses. This process change will save us afl time and effort
in issuing and re-issuing requisitions/purchase orders manth afier month.

4.11.3 Encumbrances for Future Services: No encumbrance will be made in one fiscal year 1o pay for
goods or services in a subsequent fiscal year.

4.11,4 Durztion of Encumbrance Rollovers: All encumbrance roflovers (purchase orders) must be
fully liguidated by the end of the first quarter (September 30"%) of the new fiscal ysar unfess
special circumstances exist. Al rollover encumbrances (purchase orders) not liquideied by

September 30 will be cancelled, and the revised budget will be reduced by the amount of the
canceiled epcumbrance.

4.11.5 Encumbrance Rollovers: Encumbrance rollovers caver only specific goeds or services ordered
on or before june 30" but are not received, and therefore not paid for, uatil on or after July 1%

Once the goods or services are received, the payment witl be made and the balance remaining, if
any, on the purchase order will be cancelled,

4.11.6 Orders Placed Before the Issuance of Purchase Orders: The accounting and purchasing
policies clearly state that no orders with vendors may be placed before a valid purchase order is
issued. This includes requisitions stating “confirming orders” or “io pay invoices.” We will
continue to require that written explanations signed by a director accompany a2l! requisitions for
goods/services not in compliance with the above policy. You should explain what state of
emergency existed that would necessisate non-compliznce to the existing purchasing and
accounting policies. Poor planning does not constitute an emergency.

4.12 Prug Assets Farfeiture Revolving Accounts

4,12.1 The City maintains two drug assets forfziture funds, one under the federal program, and one
under the Siate program.

4.12.2 Forfeiture funds must be spent according to the relevant statutes.

4.12.3 Distribution of funds must be requested using the Request for Distribution of Proceeds of
Forfeited Property form.

4,124 Forfeiture funds must be deposited into an account maintained solely for that purpose.

4,12.5 The City’s Police Department is resporsible for maintaining custody of ‘and responsibility for
federal and State forfeiture funds,

4.12,6 The Controller's Office is responsible for approving payments (3rd level approval} from the
Asset Forfeiture Account. Payments can only be approved after the HTE requisition has been
reviewed and the bank account is determined to have sufficient funds for this purpose.

4.13 Annual Processing of [RS Forms 1099

4.13.1 The Controller’s Office is responsible for issuing RS Form 1099 1o vendors by January 31st
each year and reporting this information to the IRS by February 28th.

4,13.2 The City utilizes IRS Form 1099-M!SC for all 1099°s. [RS Form 1096 is used to transmit the
related information to the IRS,
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CITY OF STAMFORD
ACCGQUNTING POLICY AND
PROCEDURES MANUAL

4.13.3 1099 Generation Provess

Create a work file on the HTE system of ail vendors paid $600.00 ot mere during the
calendar year (pavment history by calendar year).

Review the work fle and delete any vendors that are known to be incorporated, except
professional corporations {e.g., law firms, doctors, other medical service providers ),

Using the flagged error messages from the work file, generate an error report that lisis
all individuals, partnerships and includable corporations with missing taxpayer
idensification numbers {TIN's) or addresses.

Issue IRS Form W-9 to zll vendors {from work file) that do not have a TIN recorded
on the HTE system.

For vendors with missing addresses, locate address by querying the HTE system or
contacting the City employee who authorized the payment{s).

Onca vendor TIM and/or address information s received, input it into the HTE system
and generate a new work file.

Generate IRS Forms 109%-MISC for all vendors in the updated work file that have
either an address or TIN and mail forms to vendors.

4.14 Payroil Tax Reporting - Organizations Receiving City Fends

4.14.1 Each entity is requirzd to have its independent accountant provide the City with a certification of

Ravision 4
12/30/08

payment of payroll laxes before operating subsidies will be released. (Sce sample letter with
requirements of Financial Policy No. 9-2.)
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City of Stamford — Internal Audit Accounts Payable Testing Program “Exhibit C

Overview

Key steps in the planning and execution of the review will include the use of both traditional and
nontraditional test procedures.

Traditional transaction testing will include:
« Reviewing process descriptions
» Identify and review City’s accounting policies and procedures manual section for accounts
payable processing :
v Identify key controls/test their design & effectiveness over key data files:
> Vendor master files
» Checks issued

Nontraditional data mining techniques used to test Jarge data files will include:

s Accounts payable transaction data for the FYE2012 and FYE2013 with the goal of
tdentified patterns, anomalies, or other irregularities including duplicate payment, etc.
Voided checks, vendor credits & refunds
Compare vendor and employee master files and investigate any similarities between: A
constraint could exist if employée master file and vendor file have different PO Box/Street
addresses and different Federal ID’s or SS#,

o Same [D’s (vendor and employee master file) different addresses
o Same Names (vendoer and employee master file) different addresses
o Same Addresses (vendor and employee master file) but different ID’s

Page 1 of 5



City of Stamford — Internal Audit Accounts Payable Testing Program Exhibit C

A. Accounts Pgyable Transaction Testing

Internal Audit Step

Analysis of Accounts Pavable Data, Focus on Irregular Transactions:

Utilize Active Data analytics software to analyze accounts payable data prior 2 fiscal vear periods
(2012 and 2013} with a focus on evalvating the validity of transactions while looking for:

a. Duplicate payments
b. Pessible fraudulent activity
¢. Vendor master file issues

Transaction Testine:

Select a sample of invoices from the HT.E AP sjlstem (payable transactions only) and obtain the
original invoice and supporting documerts from the accounts payable department and:

a. Determine if the transaction was a check request (direct disbursements), purchase order or
contract payment. [f the transaction wes a check request (direct disbursements) or purchase
order, determine if the transaction was appropriate according to city policy.

b. Verify that the information entered ints H.T.E general ledger agrees with the inveice,

¢. Determine if the invoice was approved/authorized as required by the ¢ity based on amount or
other criteria. Trace the authorization signature to documentation authorizing the signer.

d. Determine the appropriateness of the expenditure.

¢. Determine if sales or use tax was paid in error.

Determine if a discount was noted on the invoice, entered into the system and taken in a timely

manner.

g. Determine if the original invoice was maintained in the Accounts Payable Department
according to policy.

Verify that the purchase order and invoice information agree and cost is within the city’s

acceptable range.

Determine if the purchase requisition is authorized by management. Trace the three trier level

approval/authorization to supporting documentation.

Determine if the purchase order was processed prior to the invoice date.

. If the transaction is for a contract payment or drawdown, determine if a purchase order is on

file, a valid properly approved contract is on file, and if the payment amount is in accordance
with the contract provisions.

—a
.

Approval Process:

Review the City’'s approval process for expenditures and expenses to determine if appropriate

controls are in place to ensure signature authorities are properly verified by payment processors
prior to invoice payment.

Page 2 of 5




City of Stamford - Internal Audit Accounts Payable Testing Program Exhibit C

B. Vendor Setup, Maintenance and Validation

Internal Audit Step

!\J

. Review the vendor master file setup and maintenance process and determine if there are sufficient

internal controls for;

a. Adding
b. Changing
c. Deleting

In addition, determine if a check can be cut to a vendoer without adding the vendor to the vendor
master list.

Select a sample of vendors recently added to the vendor file and review the documentation for
proper completion and approval

Obtain the vendor master file, select a sample of vendors from the file and verify that they are
legitimate vendors, Highlight vendors with unique addresses such as P.O. Box, etc.

Use data mining merge function in software to compare all employee addresses in the payroll system
to vendor addresses in the AP system. Select the matching addresses and review recent accounts
payable transactions to the vendors to determine the appropriateness of the payments. Determine if
there is a potential conflict of interest or cutside consuliing and if it has been properly disclosed.

Create a report noting all vendors without a Taxpayer Identification Number (TIN) in the H.T.E

Vendor maintenance system. Determme the appropnateness of the lack of TIN, such as employees,
contracted individuals, ete.

Create a report noting all potential duplicate vendor records.

Page3of 5




City of Stamford — Infernal Audit Accounts Payable Testing Program Exhibit C

. Accounts Pavable Check Creation & Distribution Processes

Internal Audit Step

fod

L

Review the check creation process for proper internal controls (including segregation of duties),
efficiency, and effectiveness.

Review and document the check distribution procedures (including procedures over
undeliverable/returned checks). Determine if there are sufficient internal coatrols.

Review for checks that are returned to the ordering department, proper bond levels of key processing
and mail room staff, and proper segregation of duties.

If any checks are distributed outside of the nermal process, review the procedures for ensuring that the
identity of the person is verified before the check is handed out.

. Yoided Checks

Tnternal Audit Step

1.

Review and document the voided check procedures and evaluate if they are sufficient to mitigate the |
risks.

2. Select a sample of voided checks and:

a. Review the voided check to determine if it was properly voided {e.g. the on-line request form was

authorized by_the initiating department and approved by finance department; the check was
stamped “void” on face.)

If the check is not present, determine if a stop payment was placed.
Review the reason for voiding and determine if it is reasonable,
Review system to determine if the check cleared the bank.

P 0

. Vendor Credits and Refunds

Internal Audit Step

!\J

. Review and determine the adequacy of the procedures for processing and monitoring vendor credit

memaos and refund checks.

Review the system to determine if there are any outstanding debit memos, Research any debit
memos and evaluate the circumstances

. Trace a sample of refund checks through the receipting process and determine if they were 5

processed appropriately.
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City of Stamford —~ Internal Audit Accounts Payable Testing Program Exhibit C

F. A/P Bank Account and General Ledger Reconciliations

[nternal Audit Step

[\ ]

Review and document the bank reconciliation procedures to determine if they are appropriate to
enswre an independent, timely review of the accounts payable bank account. Review for best
practice procedures, such as positive pay or reverse positive pay, for mitigating any potential risks. ;

Review current bank reconciliation documentation and:

a, Determine if the documentation adequately supports the reconciliation and the appropriateness
of the reconciling items.

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

G. Management Information and Reports

Internal Audit Step

Review the management reports containing accounts payable information and determine if
they provide sufficient information to meet the needs of management. Discuss this issue with
a various managers for their input. ~

H. Svstem Security and System ﬁ_ackitp

Intemal Audit Step

. Review the procedures for setting up, changing and deleting individual aceess to H.T.E. module for

accounts payable and purchasing system functions and determine if they are sufficient to ensure that
only those employees with a job related need access to the system module.

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

a. Trace all users to Ceridian Human Resource reports or system to determine if they are still employed
by the City.

Determine if there is adequate segregation of duties between access to accounts payable and
purchasing system functions.

Review document back-up procedures for the AP data files in H.T.E. system to determine if the
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MAYOR CONTROLLER
DAVID R MARTIN DAVID AYANE
{3033 rrr-4 158
FAX 2CNS7TT-858)
EMALL CYANIKERC STALFORD CT LS
CITY OF STAMFORD
OFFICE OF ADMINISTRATION
B8 WASHINGTON BOLE EVARD
STAMPORD.CT 08001
Date: March 14, 2016
To: All City Departments and the Board of Education
Ce: Beverly Aveni
Karen Vitale
From: David Yanik
Subject: Additional Guldance on Purchasing Department Memo regarding

Form W-9 requirement for New Vendors to be added to the HTE System

In @ memo dated February 1, 2016, Purchasing Agent Beverly Aveni, described the new
procedure for reguesting vendors to be added to the HTE System. The primary change from
- existing procedures was that a completed Form W-9 was required to be submitted with the

request. The purpose of this requirement was to provide additional assurance that only
legitimate vendors would te added to the HTE vendor database, and that the City of Stamford,

including the Board of Education, {et al “the City*} would continue to be compliant with IRS
regulations regarding Form 1099 income reporting requirements.

Since this change was intended to apply to the vendors that provide goods and services to the
City, and that are paid via the City’s Accounts Payable Department, it is appropriate to provide
for the following exceptions to this requirement {these exceptions are also exempt from Form
1092 income reporting and “back-up withholding” requirements):

State or federal agencies doing business with the City

Parents of students seeking reimbursement for their properly approved out-of-pocket
expenses (these reimbursements are typically travel related, will no longer be
authorized via purchase order, but should be paid by direct disbursement)

» Citizens seeking refunds of Recreation Department fees, Adult Education classes or
books deposits, or reimbursement for properly approved out-of-pocket expenses
(should be paid by direct disbursement})

» Board of Education teachers, administrators, and staff members’ requesting
reimbursement of out-of-pocket expenses would be exempt from this requirement and

will continue to be authorized via purchase order, and paid in accordance with BOE

expense reimbursement appraval policies.

Legal settlements, including direct payments to law firms in conjunction with legal

proceedings {unless reportable under IRC section 6045)

Regardless of the applicability of Form W-9, effective Immediately, requests to add new

vendors must be made using the attached form (which has been revised in conjunction with
this memo).

w3



REQUEST TO ADD A
VENDOR TO HTE SYSTEM

The following form must be used to add a vendor to the vendor list or IT WILL NOT BE
PROCESSED. You must fill out the form COMPLETELY with the Vendor's Name, Mail o
Address and Remit to Address, Phone, Fax, Federal Tax [D Number or Sccial Security Number. Also,
forms must have the name, department and phone number of the person making the request.

MANDATORY REQUIREMENT: A COMPLETED W-9 FORM MUST BE INCLUDED

WITH THE YENDOR REQUEST FORM. IF THIS REQUIREMENT IS NOT MET, A
YENDOR NUMBER WILL NOT BE ISSUED.

Send completed packets (vendor and W-9 Forms) to Leon DiMartino, Purchasing Department, at fax:
203-977-5253; email: dimantino@stamfordet gov; of interoffice to: Purchasing Department, 10° floor.

Date:

Vendor #:
(Purchasing Dept use only)

Vendor Name:
Vendor Mailing Address:

(City) {State) (Zip}
If Different “Remit to Address™:
Vendor Remit to Address:

{City) {State) (Zip)
Vendor Phone#: Vendor Fax #:
Federat Tax 1D #: Vendor S8 #:
Requested By: School/Dept:

{Name) _ {Ext.#)

Verification: (for Purchasing Dept use only} Verification — Exempt from W-2

'W9 Completed Form (Requesting Dept  ____ State/Federsl Agency
to complete) __ Parent
*HTE Yendor Form Completed _ Citizen
____BOE Staff
Note: W-% not required for vendor changes in address. ___Legal Settlements

g 212



Form W'g

Request for Taxpayer Glve Fon:l g-; ur:t
W“’fﬁ" identification Number and Certification e RS,
+ Hame (s shown on your Incors X rumi. Nadoe b required of s Hee; do nedl leirve this ine blani

2 Busihos namacisregarded sntily name, if ciforent tnom sbove

[ inctivicualiacia proprieter or ] & caporation
singie-member LLC

3 Checi appxopriale box for federsl tax cleeafication; check only orm of the kikmving seven toxss:

'
Empthmimdulpﬁyow‘::

Ol scopention [] Patreatp L1 Taot/estats mmm'm:n"pr?gm:
(3 timitac) Kebilty company Enter the tax clasgification (Cx(t eomoration, S48 corporrtion, Peparinarship) &

Exempt payee code { 2y}

Nota. For a single-member LLC 1 18 dlerngardied, do not chwck LLC; chaci the b I the oo sbove for | EXTRHoN fom FATCA mporting
h!ndn:ggﬁmdhmmw. Roproprizia

cocle {f &)

FAoplet it dootet Pt cutute T U3

B Addreas (nwrmber, stroet, and apt o SUAE RO}

Faxcrmntor's name and addres foptional

© CAY, siate, end IF code

|

|3

% S
&

I 128 st nomw(at b foptional

Taxpayer identificstion Number [TIN}

Enter your TIN In the appropriate box. Tha TIN provided must mateh the name given o0 kine 1 ko avold
backup withholding, For individuals, this I3 ganenally your social sacurity number (SSN). However, for 8

, sa8 (e Part [ instructions on paga 3. For othar
orrtities, it is your amploysr dectification rumber (EIN). I you &5 not hava & numbes, sse How 1o get 2

TIN on page 3.

Hota, H the account la !n moce than ooe name, see the Instructions for kne 4 and the chart on page 4 for

guideines on whose numbes to anter,

$ocial mecirity nmibec

or

Part 1) Certification

Lnder penattiss of pedury, | cartiy that:

1. The number shown on thia fom is my comact taxpayer idectification number (or § am walting for a number to be lssued to mek; and

2. tam not subject 1

backun withhclding becauss: {a} | am exampt from backup withholding, of (5] | hava not been natifiad by the internal Revenue

Sarvica §RS) that | am subjact 1o backip withholding as g result of a failure to report gll interest or dividends, o (¢} the IRS has notifisd me thet t am

ne longer zullect 1o backup withholding; and
3. Fam a U.S. citizen er other U.S. person [defined balow); and

4, Thas FATCA coceds) enmtered on this form (i any} indicating that | am exempt from FATCA reporting i comect,

Cactification instructiont. You nust &ous cut Hem 2 above B you have been notified by the IRS that you gre curently subject to backup withhalding

because you heve faikad to report 8l imteraat and dividends on your tax retum. For rea astate transactions, item 2 tdoes nat apply. For mortgage

Irrterest pakd, acquisition or abatklonment of securad propecy, canceliation of debt, contributicer to an indiviciual retirement arrangemant {IRA}, and
peymants

X othar thar intensst and divilerkds, your ane not requined to sign the cerification, but you must provice your comaet TIN See the
Instructions on page 3.
Sign | signaace ot
Here | ws pasond D>

General Instructons

Saction retersnces we Lo the Intenal Reverus Code uniess otherwise noled
Future developmeerte. iricrmation ebout davelopements atfacting Formn W 9 {such
s ngisixtion snacied atter we rolocss ) Is st wew e pow/fng

Purposs of Ferm :

Ay biviciual o aniity (Form W 9 requistsd whao ta recquired 10 fie an Indormation

youl, OF Other &maiunt reoortabio
el incluce, bt moe not Bmited 10, the idbiowdng:

+ Form 1095-TNT (rtersel serned or paid}

« Fom 10RR-DiY {dvidenda, incudiy) thoss from Blacka o mustual funds)

= Fonm 10643~ MIST {varkous typa of tneame, Driras, mwartis, Of Onoks. procsects)
* Forrn 1090-B {sfock or mutusd fund sies s Cortan othar trangachons by

» Form 10095 (proacesds from roml cxlete Yersactions)
* Form 1006-K irmtctand Gard pnd thed pasty netwock randections)

= Formn 1990 thome mortgnge interest), 1098-E istudent loan itarssty, 1086-T
(ttiony

* Form 1098-C feanceied dettt
* Form 1099-A jacquitition of sburdonment of sacurmd proparty}

Usa Fenn 'W 9 ondy B you s a U S person (nclucing & nesident aiien), to
provice your cormact TN

It you do nod retum Foom W-9 10 th raqoesiar ifth o TIN, you magiht be tbpec?
fo backn withhoiding See What 1 baciup withhckding? o pege 2.

By sigring the ied-cut toem, your

1 Certity thal the TIN you ane ghing ks ¢comect ¢ you sre watiog for g nembad
1o ba e,

2, Cartily that you ane nol subject to backun withioiding, o

baciug withhoiding Hyou are a US examp! payes K

appicable, you are sino carttlying that £y a ) S. person, your siocabie share of
ey partnanthip income iom a1 S tade o Dusinmty 14 fot sutject 16 the
withhoicing o on foreign Cartners shars of effectively connocted incom, and

4, Cartlty that FATCA, codels) entatact on this lorm & any) that you kw

Inclcating
fxaerpt froen the FATCA repaction, 8 comect Sae What & FATCA mparting? on
page 2 for furihar Informmetion

Cxt 8o (221X

Form W9 (Rev. 12 2018)
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