








STATE OF OKLAHOMA

OKLAHOMA EMPLOYMENT SECURITY COMMISSION
PURCHASE CARD AUDIT

FOR THE PERIOD MARCH 28, 2006 THROUGH MARCH 27, 2007

process followed at OESC is in complete compliance with DCS P/Card Purchasing
Procedures.

Corrective Action Plan
Anticipated Completion Date: October 15, 2007
Corrective Action Planned: Auditors recommendations will be incorporated into the
OESC revised internal purchasing procedures.

Condition #1: The eight (8) memo statements that were not signed and dated by the
Approving Official are in the process of being reviewed at this time. They will be signed
after review.

Condition #2: Our purchasing process requires the department director to authorize
purchases from their department. We will make sure that the approving official also signs
the memo statement in the future.

Finding No: 07-290-01 - Internal Purchasing Procedures

Criteria: State of Oklahoma Purchase Card Procedures (dated 3/28/2001) § 1.6 Conditions of
participation states in part, “...State entity p/card procedures shall be made a part of their
internal purchasing procedures.”

State of Oklahoma Purchase Card Procedures (dated 3/28/2001) 8§ 4.2 Implementation
Submissions states in part, “State entities are to prepare and submit the following
documents... Entity P/Card procedures to the Chief, Audit and Training Branch, Central
Purchasing Division (DCS)...”

Condition: The Oklahoma Employment Security Commission began participating in the
Oklahoma Purchase Card Program in July 2004. As of May 1, 2007, the Agency has not
completed revisions for their internal purchasing procedures to include the purchase card
program and submit them for approval to the Department of Central Services.

Cause: The Agency submitted purchasing procedures to Department of Central Services but
was unaware they were required to be formally approved.

Effect or Potential Effect: Requirements for condition to participate are not met.
Recommendation: We recommend Oklahoma Employment Security Commission submit
revised internal purchasing procedures that include purchase card procedures to the

Department of Central Services for approval.

Management’'s Response
Date: August 14, 2007
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Response: Concur (Chief Financial Officer)

The Oklahoma Employment Security Commission (OESC) will review its internal
purchasing procedures, including purchase card procedures, in light of the findings of
this audit and the Department of Central Services (DCS) revised rules and make any
and all needed changes. OESC will submit the revised internal purchasing procedures
to DCS for approval.

Corrective Action Plan
Anticipated Completion Date: October 15, 2007
Corrective Action Planned: : OESC will review its internal purchasing procedures,
including purchase card procedures, in light of the findings of this audit and DCS revised
rules and make any and all needed changes. OESC will submit the revised internal
purchasing procedures to DCS for approval. If immediate approval is not possible,
OESC will continue working with DCS until approval is granted.

OVERALL CONCLUSION

Based upon our audit, we have determined the Oklahoma Employment Security Commission
has not materially complied with the objectives reviewed. The audit objectives were:

e determine if the agency has implemented internal controls and if the agency’s controls
are operating effectively in relation to the purchase card program.

e determine if the agency’s purchase card program is in compliance with laws and
regulations administered by the Department of Central Services; and

e determine if the agency’s purchase card program is in compliance with approved internal
purchasing procedures as they relate to the acquisition process of using purchase cards.

The Oklahoma Employment Security Commission has implemented corrective actions, which
we believe will ensure the Agency will comply, in all material respects, with the aforementioned
requirements.

Overall Managements Response: See Attachment 1

Auditors Response: The auditors provided and discussed all findings with the agency’s
purchase card administrator on May 15", 2007.
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Attachment 1

Jon Brook, Exscutive Direcior

Regpresenting Employers
Julius Mibum,
Gayle Harrs, Commissioner

Oklaboma Emplogment Securily Commission

August 30, 2007

JoRay McCoy, Chief Auditor
Department of Central Services

Dear Mr. McCoy,

Thank you for the opportunity to provide an overall response to your Purchase Card
Audit report released on August 29, 2007. I received your revised draft about 11 am on
August 30, 2007, and you have asked me to provide a response by 4:30 pm today.

I strongly disagree with your overall conclusions. Our control environment and specific
preventive controls designed to prevent unauthorized purchases are effective in relation
to the purchase card program. For an audit that was initiated on August 26, 2006 and
concluded on August 29, 2007, no finding of inappropriate expenditure was uncovered by
your auditors.

As [ stated yesterday (August 28, 2007), your auditors never discussed any of the
findings or concerns with me during the field work. If they had, the majority of the
findings that you included in your report would have been resolved. Your statement
yesterday that from now on, your auditors have been instructed to make sure that this
does not happen again is highly appreciated.

*  You agreed yesterday that your auditors did not find any misspending by any of
OESC Purchase Card Holders. This is due to the fact that OESC has adequate
controls in place to ensure that all purchases are pre-authorized, reasonable and
necessary. Your finding of lack of segregation of duties is accurate and appreciated.
However, I wish your auditors paid more attention to the Agency’s control
environment and methods of operation especially the preventive controls established
by management to ensure that only proper transactions are executed in the first place.

* Seven of the eleven findings refer to the lack of adequate documentation relating to
transaction logs, memo statements, receipts, and receiving documents. All of the said
missing receipts and receiving documents were provided fo you during the exit
conference. If the exit conference occurred at the end of the field work, these finding
would not have made it to the report. You also indicated that your new policy will
abolish some of these requirements. We applaud your new direction because some of
your Agency’s current requirements have made it impossible to achieve the
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efficiencies of using Purchasing Cards. Purchase cards are used as a means of
improving procurement efficiency by reducing or eliminating paperwork associated
with requisitions, purchase orders and invoices for acquisition transactions. Ifit only
replaces purchase orders with other documents as is currently the case, the whole
purpose is defeated. '

s Our policy is updated. We will wait for the changes that you indicated vesterday.
Any new changes by your Agency will be incorporated in our policy and submitted to
you for approval.

We will continue to review and improve our processes to strengthen current preventive
measures. Currently, less than half of 1% of our expenditures is Purchase Card
transactions and we do not see it increasing unless changes are made by your Agency to
encourage efficiency without compromising control. Again, thank you for visiting with
us yester% and we | rward to working with you in the future.
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/Levi C. Onwuchuruba, CFO
~ Oklahoma Employment Security Commission






