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EXECUTIVE SUMMARY 

Why We Did This Audit 

We performed this audit to determine whether 
accounts payable is functioning effectively, 
efficiently and with appropriate internal 
controls. 
 
This audit was included in the 2017-2018 Annual 
Audit Plan. 
 
 
 
 

What We Found  

Our overall conclusion is that internal controls 
are effective for accounts payable invoice 
processing and for compliance with applicable 
laws, rules and regulations. 
 
However, there are opportunities for 
improvement in the processes used to identify 
duplicate payments of invoices and to identify 
total amounts paid to vendors required to 
receive 1099-MISC Forms from the district. 
 
 

 

What We Recommended 
• Accounts Payable should consider using the 

ZF511 report in conjunction with the ZF024 
or alone to detect duplicate invoices.  

• The School Funds Online (SFO) 1099-MISC 
file should be verified by joining the file to 
the final merged 1099 file to validate the final 
list of eligible vendors and total paid 
amount. 

• Accounts Payable should run verification 
reports to detect missing or incorrect W-9 
Forms. 

 

 

 

 

This report has been discussed with 
management and they have prepared their 
response which follows. 
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BACKGROUND: 

Accounts Payable includes a total of 14 staff members in such roles as 
Senior Administrator, Senior Manager, Senior Specialist, Senior Finance 
/Payroll Specialist, and Finance Specialist I and II. Accounts Payable’s 
objective is to ensure accurate and timely payment of approved vendor 
invoices compliant with district policies, procedures, and state and 
federal laws. 
 
The basic steps in the Accounts Payable process are: 

 Department requests product or service, generates Purchase 
Order (PO), receives product or service, and creates Goods 
Receipt (GR) indicating that the vendor has fulfilled their 
obligations. 

 Accounts Payable receives all original invoices and credit 
memos through mail and/or an email to process payments. The 
Facilities Department receives construction service invoices, 
schools or work locations receive purchasing card invoices, and 
schools receive school internal accounts invoices. 

 Accounts Payable scans and emails invoices to the departments 
who requested the product or service for confirmation of pricing 
and payment terms. 

 Accounts Payable verifies a three way match - PO, GR, and 
Invoice Receipt (IR), processes invoice, generates payment, and 
sends payment to vendor. 

 If vendor invoices do not match the purchase order, Accounts 
Payable denies payment, contacts vendors, and notes the 
discrepancy on the invoice to be corrected or re-submitted. 

 Accounts Payable receives monthly statements from vendors 
via mail and email. 

 Accounts Payable checks for duplicate invoices through an SAP 
Report ZF024 - Duplicate Invoice by a Vendor. 

 Accounts Payable issues 1099-MISC Forms to vendors annually. 
 

 
 
 

 

Accounts Payable’s 
objective is to ensure 
accurate and timely 
payment of approved 
vendor invoices. 

 

 

 

 

 

 

 

Accounts Payable verifies 
three-way match - PO, 
GR, and Invoice Receipt 
(IR) before processing 
payment. 
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Accounts Payable department processed 285,440 invoices totaling 
$550,402,178 during the period from July 1, 2017 through February 28, 
2018. Figure 1 shows a breakdown of the invoices by type. 
 

Figure 1 

 
 
 
OBJECTIVE, SCOPE AND METHODOLOGY: 
 
Objective 
The objective of this audit was to determine whether Accounts Payable 
is functioning effectively, efficiently and with appropriate internal 
controls. 
 
Scope 
Our audit scope included the activities of accounts payable invoices 
which were processed against Purchase Orders (POs) from July 1, 2017 
to February 28, 2018. 
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There was a total of 
285,440 processed invoices 
totaling $550,402,178 
from July 1, 2017 through 
February 28, 2018. 
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Methodology 

Our audit methodology included: 

• reviewing Accounts Payable policies, procedures, workflows, 
and reconciliation processes; 

• performing walk-throughs with the Accounts Payable staff of 
the payment, check and check run, posting, mail, and 1099-
MISC processes;   

• verifying any duplicate invoices through SAP Report ZF511- 
Internal Audit Invoice; 

• reviewing outstanding purchase orders; 
• evaluating segregation of duties and security roles in system; 
• analyzing the discount and allowances process; and,  
• comparing the addresses of vendors that are not incorporated to 

active employee addresses to identify potentially inappropriate 
payments.   

Information about the 285,440 processed invoices for the period of July 
1, 2017 to February 28, 2018 was extracted directly from SAP in an Excel 
format and then exported to Interactive Data Extraction and Analysis 
(IDEA) audit software for audit sampling and analysis. 

For audit purposes: 
 We audited invoices which were processed against POs. We 

selected 20 invoices totaling $46,580 from these invoices to 
verify the invoice process. 

 We selected 25 of 1,516 total vendors from Accounts Payable’s 
SAP Report ZF505-1099MISC Vendor Tables to verify 1099-MISC 
Forms. 

 We used the file created by Accounts Payable to merge School 
Funds Online (SFO) 1099MISC and SAP 1099MISC and joined it 
with the SFO vendor file to verify that all eligible vendors had 
been included and that the total paid amounts agreed. 

 We used various SAP transaction codes and SAP reports, actual 
invoices, SFO data, employees’ addresses, W-9s, and 1099-MISC 
Forms. 
 

 

 

 

 

 

 

 

 

 

 

We extracted invoice data 
into IDEA for analysis 
and selection of a sample 
for testing. 

 

 

 

We tested a sample of 
invoices processed against 
POs. 

We tested the 1099-MISC 
process. 
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Our audit was conducted in accordance with the International Standards 
for the Professional Practice of Internal Auditing of the Institute of Internal 
Auditors and included such procedures as deemed necessary to 
provide reasonable assurance regarding the audit objective. Internal 
Auditing is an independent, objective assurance and consulting activity 
designed to add value and improve an organization’s operations. It 
helps an organization accomplish its objectives by bringing a 
systematic, disciplined approach to evaluate and improve the 
effectiveness of risk management, control, and governance processes. 
  
We are required to note any material deficiencies in accordance with 
Florida Statutes, School Board Policy and sound business practices. We 
also offer suggestions to improve controls or operational efficiency and 
effectiveness. 
 
COMMENDATION: 
 
Accounts Payable earned a rebate of $1.8 million dollars from Wells 
Fargo Bank as a result of paying with E-pay/credit card during FY 2017. 
 
The rebate percentage is 1.9%. Most prompt payment discounts are 2%. 
Payment terms are not captured in the vendor master file or a 
PO/contract file in SAP. To achieve the prompt payment discount 
without these terms in the vendor file, Accounts Payable is dependent 
on work locations notifying them of discount opportunities and 
processing good receipts and invoices quickly. If the work location 
accomplishes those steps, Accounts Payable then must deviate from its 
routine payment procedures to complete the process. 
 
Due to the lack of payment terms being captured in vendor files and 
system limitations, Accounts Payable has adopted a strategy of 
pursuing rebates from E-pay/credit card payments instead of other 
vendor discounts. We believe this strategy is reasonable given the 
circumstances. 
 
 
 
 

This audit was conducted 
in accordance with the 
International Standards 
for the Professional 
Practice of Internal 
Auditing. 

 

 

 

 

 

 

Accounts Payable earned a 
rebate of $1.8 million 
during FY 2017. 
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FINDINGS & RECOMMENDATIONS: 
 
1) Accounts Payable uses a less effective report for detecting potential 
duplicate payment of invoices.  High Risk 
 
Audit Finding: There are at least three ways an invoice can be entered 
twice in the system. They are: 

1) The same invoice is entered twice to the same vendor; 
2) The same invoice is entered twice to two different vendors; and, 
3) An invoice is entered twice, once with the invoice number keyed 
correctly, and a second time with the invoice number keyed 
incorrectly, with the invoices keyed to the same vendor or to two 
different vendors. 

 
The Accounts Payable department currently runs a report, SAP ZF024- 
“Duplicate Invoice by a Vendor” that detects only the first type of 
duplicate invoice whereas, the ZF511-“Internal Audit Invoice” report 
detects all three types of duplicate invoices. 
 
We ran the ZF511 report for invoices dated from July 1, 2017 to February 
28, 2018 with two variations - Different Vendor and Different Invoice 
Number, to detect potential duplicate entries. The Different Vendor report 
total of 876 invoices was analyzed in IDEA and we noted five invoices 
which had been listed on the report twice resulting in “false positives.” 
We could find no explanation for these five invoices being shown as 
duplicates on the Different Vendor report. This should be investigated 
and corrected to make the report more accurate. 
 
The Different Invoice Number report containing 34,613 invoices was also 
analyzed in IDEA and we found five invoices which had duplicate 
information in the following fields: 

• vendor number, 
• vendor name, 
• document date, 
• amount, 
• document number, and 
• reference/invoice number. 

 

 

 

 

 

 

 

 

There is a more effective 
way to detect potential 
duplicate invoices than is 
presently used by the 
department. 
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After research, it was found that only one of these five invoices was a 
duplicate. Accounts Payable has contacted this vendor for a refund of 
the $186 overpayment. 
 
The ZF024 report used by Accounts Payable did not identify this 
duplicate invoice because ZF024 is extracting details based on only 
reference/invoice and it was processed as two different numbers, for 
example, #34641 and #000034641. 
 
Accounts Payable staff were not aware of the ZF511 report and did not 
have access to it at the time of our audit. 
 
Recommendation:  Accounts Payable should request access to SAP 
ZF511 report and consider using it instead of the ZF024 report to detect 
duplicate invoices. The ZF511 report will detect all three types of 
invoice errors explained above. However, the function of the report 
should be investigated to determine the cause of false positives when 
running the Different Vendor version of the report so that it can be 
corrected. 
 
2) The total paid amount was incorrect on one vendor’s 1099-MISC 
Form. Low Risk 

Compliance: Any entity, including government agencies and non-
profit organizations conducting a trade or business, must issue a Form 
1099-MISC to each person or business to whom they have paid at least 
$600 in rents, services, prizes and awards, or other income payments. 
 
Audit Finding:  If OCPS has paid a vendor $600 or more by payment 
methods other than E-pay/credit cards through SAP or SFO or both, 
Accounts Payable issues 1099-MISC Form, transfers 1099-MISC file to 
IRS, and mails 1099-MISC Forms to eligible vendors. 
 
We noted that the total amount paid was incorrect for one vendor on 
the 1099-MISC Form. After we brought this to their attention, Accounts 
Payable corrected the 1099-MISC Form and mailed it to the vendor and 
the IRS. 
 

A duplicate invoice 
payment of $186 was 
found during our audit. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

One eligible vendor’s total 
paid amount was incorrect 
in 1099-MISC Form. 
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This error appears to have occurred as a result of an oversight in the 
review process. The process is heavily dependent on human review in 
addition to automated processes. 
 
Recommendation:  Accounts Payable should consider verifying the 
SFO 1099MISC file by joining that file to the final merged file to validate 
the final list of eligible vendors and total paid amounts. Validation 
assists to verify the completeness of the list of SFO 1099MISC eligible 
vendors as well as the accuracy of total paid amounts. 
 
3) While auditing 1099-MISC, we noted that W-9 forms were not 
obtained from four out of 45 sampled vendors. Low Risk 
 
Compliance:  Form W-9 “Request for Taxpayer Identification Number 
and Certification", which has the name, address and Social Security or 
tax identification number, must be obtained from vendors.  A W-9 is 
used to complete Form 1099-MISC and to report to the IRS. 
 
Audit Finding:  During the 1099-MISC audit, 45 vendors were selected 
for testing.  Our test results indicated that W-9 Forms had not been 
obtained from four vendors during Procurement’s vendor set-up 
process. 
 
Recommendation: W-9 Forms should be collected from all vendors 
during Procurement’s vendor set up process and attached in SAP to 
support the 1099MISC process. Accounts Payable should run 
verification reports to detect missing or incorrect W-9 Forms. 
 
 
 
We wish to acknowledge the staffs of the Accounts Payable and Finance 
departments for their cooperation and assistance during this audit. 

 

 

 

 

 

 

 

 

 

 

 

W-9 Forms had not been 
obtained from 4 vendors. 
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AUDIT RESPONSE MATRIX                                                                               FISCAL PERIOD OR AUDIT DATE: __APRIL 30, 2018_______ 

  
Department / School Name Accounts Payable 
Administrator / Department Head Catherine Nguyen 
Cabinet Official / Area Superintendent Dale Kelly 

 
Exception Noted 

(Finding / recommendation) 
Management Response 

(Corrective Action) 
Responsible Person 

(Name & Title) 
Expected Outcome & 

Completion Date    
What is the evidence of the 

corrective action? 
What is?  What should be? 

 
What needs to be done? 

 
Who needs to do it? When will the action be 

completed? 
(12/2018) 

Accounts Payable uses a less 
effective report for detecting 
potential duplicate payment of 
invoices. Accounts Payable 
should request access to SAP 
ZF511 report and consider using 
it instead of ZF024 report to 
detect duplicate invoices. 
 

Accounts Payable will request access to 
the SAP ZF511 report. In addition, will 
review the function of the ZF511 report 
to determine the cause of false positives 
when running the Different Vendor 
version of the report so that it can be 
corrected. 

John Cook, Senior 
Administrator – Accounts 
Payable 

 Accounts payable has begun 
utilizing the ZF511 report and 
refinement of the report will be 
completed by December 31, 
2018. 

The total paid amount was 
incorrect on one vendor’s 1099-
MISC form. Accounts payable 
should consider verifying the 
SFO 1099MISC file by joining 
that file to the final merged file 
to validate the final list of 
eligible vendors and total paid 
amounts. 
 

Internal Accounts to provide Accounts 
Payable the “All” file so that Accounts 
Payable can ensure that all applicable 
SFO 1099MISC vendors are accounted for 
(i.e. validated) and combined with 
eligible vendors paid from SAP. 

Shari Horsey, Senior 
Administrator, Finance 
 

Implement this process for the 
eligible SAP/SFO vendors 
receiving a 1099MISC for the 
current 2018 calendar year 
during January 2019 and 
evaluate during the months of 
February thru April. Process to 
be repeated in future years. 
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AUDIT RESPONSE MATRIX                                                                               FISCAL PERIOD OR AUDIT DATE: __APRIL 30, 2018_______ 

While auditing 1099-MISC, we 
noted that W-9 forms were not 
obtained from four out of 45 
sampled vendors. Accounts 
Payable should run verification 
reports to detect missing or 
incorrect W-9 Forms. 

For each calendar year on a bi-monthly 
basis using a custom report called 
ZVENDOR_REPORT, Accounts Payable 
will provide a report to Procurement 
indicating which vendors are missing or 
have an incomplete Form W-9. 

John Cook, Senior 
Administrator, Accounts 
Payable 

Implemented this process with 
Procurement in May 2018 for 
the current 2018 calendar year 
with subsequent reports on a bi-
monthly basis thru December 
2018. Process to be repeated in 
future years. 
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