
ACCOUNTS PAYABLE AUDIT PROCEDURE GUIDE
Purpose

The Yolo County Office of Education (YCOE) is charged with the responsibility to determine that: 

· orders on school district funds are properly drawn, 

· payment is for an expense which is legally authorized, 

· payment is charged against proper funds of the district, 

· sufficient cash and budget is available in the fund or funds to be charged for the expense (EC 42631-42636).  

The ultimate responsibility, however, rests with the district to maintain a proper internal accounting control structure.  District administration is responsible to ensure that the assets of the district are properly safeguarded and that expenditures comply with all applicable laws and regulations.  In order to accomplish this, it is imperative that districts maintain appropriate checks and balances.

The purpose of this Accounts Payable Audit Procedure guide is to assist districts in the processing of commercial warrants in conformance with current legal requirements and the YCOE audit requirements.  Guidance has been provided throughout the guide regarding the appropriate documentation to be maintained and provided to the YCOE for specific types of expenditures.

This guide should be used in conjunction with the CASBO Accounts Payable Manual, California School Accounting Manual (CSAM), Education Code, Government Code, Public Contract Code, Civil Code, and Administrative Code Title V in determining the legality and propriety of expenditures.

When

External Business Services (EBS) estimates that it will take one business day to perform the accounts payable audit.  

Procedure
ACCOUNTS PAYABLE AUDIT PROCESS

To ensure that sound business practices are being followed and proper internal accounting controls are in place, the YCOE recommends that the accounts payable technician(s) at the district audit each payment request using the process outlined below. Following these steps will ensure that the appropriate documentation has been retained, is available prior to the YCOE audit, and will help facilitate the timely release of warrants to the district(s).

Steps to be Taken
1. Match the purchase order, requisition, or payment voucher with the receiving document and invoice along with any other required documentation per the district internal control procedures.
2. Audit the invoice for the following attributes:
a. Verify that the name on the invoice agrees to the vendor being paid.
b. Verify that the invoice is itemized and indicates the applicable items listed below:

· Vendor name

· Date of invoice

· School district’s name or an appropriate site name is shown as addressee

· Description

· Quantity

· Unit

· Unit price

· Extension price

· Hours and rates for labor

· Special terms or discounts taken

· Sales tax 

· Purchase order number is listed (if applicable)

· Invoice is attached with other documents to prevent reuse or duplicate payment
c. Verify that the account code is proper for the expenditure.  Refer to the district’s chart of accounts as well as the California School Accounting Manual for allowable expenditure coding.

d. Recalculate the invoice to ensure that it totals correctly.

e. Verify that the vendor name indicated on the purchase order agrees to the vendor listed on the invoice.
f. Check for independent contractor status and flag for 1099, if appropriate.
g. Verify that previous balances are not being paid on the invoice.

3. Audit the purchase order for the following attributes:
a. Vendor’s name and address is in agreement with the invoice.
b. Description, quantity, unit, unit price, hours and rates of labor, and sales tax are generally in agreement with the invoice.

c. Verify that the invoice total does not exceed the purchase order total by more then 10% (or other district-defined limits) excluding tax, shipping, and freight.

d. Authorized signatures.
4. Audit the receiving documentation to verify signature and date of receiver.  Any discrepancies between the invoice and shipping report should be clearly indicated along with documented follow up.
5. Verify that vendor payments are not requested for object codes 1XXX, 2XXX, and 3XXX.
YCOE staff will also follow the procedures as outlined above on any item selected for audit.  
COMPLETE VENDOR PAYMENT PACKAGE

The following list of items must be available at the district for transactions processed through the accounts payable system.  YCOE will request copies of selected items for audit purposes.
1. Accounts Payable Prelist – Original Accounts Payable Prelist signed by the authorized official maintained at the district.
2. Invoice – Original invoice must be available at the district.  The invoice should be in sufficient detail to describe each item purchased.

3. Purchase Order – Purchase orders provide the necessary documentation that the expenditure has been approved and that adequate budget is available for the expenditure.  Purchase orders should specifically identify the materials being purchased or services to be rendered. 
4. Receiving Documentation – Receiving documentation may consist of a receiving report or copy of the purchase order or invoice that indicates the receipt of goods or services and the date received.  The signature must be legible.
5. Additional Documentation – In specific instances, supplementary items are required due to the type of expenditure.  

Upon completion of the audit, a Field Audit Report (FAR) will be presented to the district via e-mail.  It there are discrepancies discovered in the audit that would justify withholding a batch or a warrant, the district will need to provide clarification and/or a W9 for the vendor in question.  A sample FAR is attached.

RANDOM AUDIT PROCESS

YCOE will be using the modified random audit process.  The following criteria have been established for the selection process:

1. Payments made to individuals will be audited for compliance as to whether a 1099 is required.
2. Payments to Attorneys, payments for rents and medical and health care vendors will be audited to make sure they are flagged for a 1099.
3. Employee reimbursements for travel and conference expense(s).


1099 REPORTING
Background

Form 1099-MISC is used to report earnings by non-employees to the Internal Revenue Services and the State Franchise Tax Board.  Reportable earnings are amounts paid in excess of $600.00 for services rendered.
Required Documentation from the District

The following documentation is required from the district to verify 1099 reporting status:

1. W-9

YCOE Audit Procedure

1. Verify name and W9 on file  
2. Verify that the payment has been flagged for 1099, if applicable.

TRAVEL AND CONFERENCE EXPENSES

Background

Districts are authorized (EC 44032, 44033 and 87032) to incur actual and necessary expenses of any employee of the district while performing services of the district under the direction of the governing board.  While not specifically required, governing boards should adopt policies regarding travel and conference expenses.  Education Code 42634 states that an itemized bill showing the separate items and the price of each should accompany the district order.  Districts may reimburse employment candidates for expenses necessary in traveling from his/her place of residence to the place of interview or examination (EC 44016).  Reimbursements may also be made for relocation expenses of new employees, as approved by the governing board.

Travel and Conference

Required Documentation from District
1. Copy of the district’s procedures and/or board-approved travel policy.

2. Copy of the itemized travel claim which indicates the following:

a. Dates involved

b. Destination and purpose of trip

c. Name of claimant and signature

d. Lodging - hotel receipt attached or per diem per board travel policy in accordance with IRS code
e. Meals - breakdown of breakfast, lunch, and dinner with receipts or per diem rates per board travel policy in accordance with IRS code
f. Other expenses, as allowed by board travel policy

g. Appropriate approvals

YCOE Audit Procedure

1. Refer to the district’s board policy.

2. Verify expenditures are in accordance with the policy.  

3. Review travel claim for the following attributes:

a. Dates involved

b. Destination and purpose of trip

c. Claimant’s name and signature

d. Lodging - hotel billing attached

e. Meals - breakdown of breakfast, lunch, and dinner

f. Appropriate approvals

4. If the payment involves the claim for more than one person, divide the total by the number of people and verify the per person charge to determine compliance with the board travel policy

5. If a travel agency billing or conference literature/billing, review for the following:

· Dates involved

· Destination of the trip

· Name of employee, board member, etc.

· Purpose of the trip
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Exhibit A – Sample
External Business Services
ACCOUNTS PAYABLE AUDIT REQUEST/REPORT
Date:
District:

Audited by:
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Please fax the commercial warrant backup in accordance with the Accounts Payable Audit Procedures Guide for the following:


Batch#				Vendor Name/#





























Thank you for sending the requested commercial warrant backup.  We have reviewed these documents and have found the following:





Exceptions (Checks held):











Technical Corrections or Management Information Comments:
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