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BACKGROUND 
The iBuy/SRM system is an integrated module of the SAP ERP (Enterprise Resource Planning) 
system. (“iBuy” is the name that OCPS uses for SAP’s SRM module.) The SRM (Supplier 
Relationship Management) module’s objectives are to: 1) streamline the purchase of goods and 
services; 2) reduce procurement costs; and, 3) automate operational processes by eliminating 
the manual task of converting purchase requests to Purchase Orders, as well as to reduce 
“maverick” buying. “Maverick” buying is when items are purchased without a contract or 
competitive solicitation of some sort. 
 
OCPS looked at improving its procurement system as early as 2007. The CIBER consulting firm 
was hired to determine the feasibility and best course of action for implementation of an SAP 
SRM module after initial efforts at implementing an SRM system were paused for further 
evaluation. In 2009, management decided to put that decision on hold and take a fresh look at it 
again after about six months. By this time, SAP SRM had been upgraded to Version 7. 
 
Management decided to implement the iBuy/SRM system in two phases. Phase I went live to all 
employees in April, 2011. Phase II was scheduled to go live in the 3rd Quarter of FY 2013 
(January-March 2013), but it has been reduced in scope and delayed. 

 
 

OBJECTIVES 
The audit objectives were to: 

1) compare the benefits realized to the benefits anticipated as stated in the 
business case used to support the project request; 

2) compare Procurement’s operational metrics before and after the implementation 
of iBuy; and, 

3) compare the cost of the implementation to the projected cost. 
  
 
SCOPE 
We reviewed documents and records associated with implementation of iBuy/SRM and used 
information through the fiscal year ended June 30, 2012 for comparison of operational metrics. 
 
 
METHODOLOGY 
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 achieve the objectives. 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. 
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FINDINGS & RECOMMENDATIONS 
 
Anticipated Savings vs. Estimated Actual Savings 
The following table lists the anticipated benefits of the iBuy/SRM implementation as included in 
the Business Case submitted with the project approval request. While an effort was made to tie 
any changes or results directly to the implementation of iBuy/SRM, it should be noted that there 
were, and are, many factors - the economy, changes in policy, human, procedural changes, 
etc., - that can affect the results in varying degrees, only one of which may be the 
implementation of the iBuy/SRM system. Where possible, other major influences were factored 
out. For example, if total purchases decreased by 3% during a time period, possibly due to the 
economy, then the anticipated results were decreased by 3%. In essence, a standard cost 
approach has been used where possible. 
 
 

Information from Business Case 

Description 

Base 
Amount 

(in millions) 
Anticipated 
% Savings 

Anticipated $ 
Savings 

(in  millions) 

 
Estimated 

Actual 
Savings 

(in millions) 
Expense Reduction through 
Strategic Spend $395.0 3%     $11.85 $42.60 
Reduction in Maverick Spend   $85.0 8% $6.80 $(12.30) 
Inventory Reduction   $11.0 20% $2.20 $1.20 
Reduction in Carrying Cost of 
Inventory    $2.2 25% $0.55 $0.30 
Materials Management 
Efficiencies    $0.3 20% $0.06 $0.10 
Accounts Payable Efficiencies    $1.0 18% $0.18 $0.40 
Procurement Efficiencies    $1.3 25% $0.33 $0.20 
Early Payment Discount Savings $310.0         .02% $0.06 No Effect 
     
TOTALS   $22.03 $32.5 
 
a) Strategic Spend and Maverick Spend – the sources of the base figures of $395 M for 
strategic spend and $85 M for maverick spend in the business case could not be determined;  
 
We were informed that “maverick spend” is all spending that is not acquired by a purchase 
order, contract, or some other competitive procurement method. This definition causes 
expenses like utilities, tax payments and others that are not suitable for competitive 
procurement processes to be included in the maverick spend total. We believe this overstates 
the amount of actual “maverick” transactions which have circumvented the procurement 
process. We recommend that the amount be calculated to exclude these items or that a 
different descriptive term be used instead for clarity. 
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Description FY2010 FY2012 

 
Actual 

Percent 
Change 

 
Anticipated 
% Change, 
Adjusted 

Fav / 
Unfav 

Total 
Expenditures $1,953,870,101 $1,904,976,436 3% ↓ ------  
All Other Spends $1,569,607,674 $1,550,936,867 1% ↓ ------  
Strategic Spend $375,005,758 $332,434,254 11% ↓ 4% ↓ Fav 
Maverick Spend $9,256,669 $21,605,315 133% ↑ 9% ↓ Unfav 
Combined 
Strategic and 
Maverick Spend $384,262,427 $354,039,569 8% ↓ 4% ↓ Fav 
 
The anticipated benefit for Strategic Spending was that it would increase, thereby reducing the 
total expenditures by 3.0% and reducing Maverick Spends by 8.0%. In order to determine the 
net effect of factors other than the implementation of iBuy/SRM, we analyzed “All Other Spends” 
(the non-Strategic Spends and non-Maverick Spends) and noted that those expenses 
decreased by 1%. So, assuming for this purpose, that the Strategic Spend and Maverick Spend 
would also decrease without iBuy/SRM by the same 1%, the actual Strategic Spend decrease of 
11% was better than the anticipated decrease of 4%. For Maverick Spend, the actual increase 
of 133% compares unfavorably to the expected 9% decrease. Procurement staff was unable to 
explain why this unfavorable outcome has been experienced. However, for the two types of 
Spend combined, the actual 8% decrease compares favorably to the anticipated combined 
decrease of 4%.  
 
b) Inventory Reduction – the source of the $11 million average inventory figure used as a 
base amount in the business case could not be determined. The inventory reported on OCPS’ 
audited financial statements as of June 30, 2009, 2010, 2011, and 2012 was as follows: 
 

FY2009 FY2010 FY2011 FY2012 
$5,990,464 $5,290,429 $5,961,684 $6,470,009 

 
The SAP report “FS10N” shows a similar track of ups and downs during this same time frame 
and has a low of $5,953,062 in fiscal year 2010 and a high of $7,044,132 in fiscal year 2012. 
Neither of these amounts is near the $11,000,000 in the business case. Factoring in the overall 
1% decrease in expenses as discussed above, the inventory increased an adjusted 20%, or 
approximately $1.1 million. This is an indication that the iBuy/SRM implementation may not 
have achieved its anticipated benefit with regard to inventory reduction.  
 
c) Reduction in Carrying Cost of Inventory – Since the inventory did not decrease, the 
carrying cost did not go down. Using an inventory carrying cost of 25%, the carrying cost is 
$287,650 for FY 12. This is an indication that the iBuy/SRM implementation did not achieve its 
anticipated benefit with regard to carrying cost of inventory.   
 
d) Procurement, Materials Management, and Accounts Payable Efficiencies – an 
analysis of the combined salaries and benefits of these departments (specifically Contract 
Administration - 8141/86, 8141/74, Procurement – 8140/86, Business Opportunity - 8206/86, 
Material Management – 6123/86, and Accounts Payable – 8131/75) shows a 20% decrease in 
costs from the period immediately before iBuy, FY 10, to the period immediately after iBuy 
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implementation, FY 12. This decrease reflects an actual savings of $720,334, indicating that the 
iBuy/SRM implementation achieved its anticipated benefit with regard to staff efficiencies. 
 
e) Early Payment Discount savings – it was stated in the SRM Business Case that the 
implementation of iBuy/SRM would increase early payment discounts and provide an 
anticipated savings of $62,000. However, payment discounts were not a function of the iBuy 
implementation. As a result, there is no early payment discount savings benefit that can be 
attributed to the implementation of iBuy/SRM. 
 
Shadow Systems 
The benefit of the elimination of the shadow systems is not as dramatic as anticipated by the 
business case. Out of the nine shadow systems listed in business case, five (5) performed 
functions that were not in the scope of iBuy, one (1) system was elected to continue instead of 
using a similar feature in iBuy/SRM, and three (3) systems will only be replaced when iBuy is 
fully implemented (one [1] after Phase I and two [2] after Phase II).  
 
Procurement’s Operational Metrics Before and After iBuy/SRM Implementation 

 
 
The operational metrics used by Procurement are: 
 
a) Number of PO’s Processed Automatically – This is the number of purchase orders 
generated without any manual input or approval by Procurement. Before the implementation of 
iBuy, when someone wanted to buy something, they submitted a Purchase Request which had 
to be converted to a purchase order by a member of the Procurement Department. As a result 
of iBuy/SRM, purchase orders can be prepared automatically.   
 
b) Dollar Value of Purchase Orders Processed Automatically – This is the dollar 
amount of the purchase orders automatically generated in “a)” above.  
 
c) Cycle Time for Issuance of a Purchase Order – This is the number of whole business 
days (not including weekends and holidays) between two dates: 1) the Shopping Cart 
generation date; and 2) the date the Shopping Cart converts into a Purchase Order. As a result 
of iBuy, the Cycle Time days have decreased, reflecting increased efficiency. 
 
This data is generated using the downloaded report “ZM034” from the “PSR-SRM” area of SAP. 
Note that: 

 
1) there are two downloads, one for the “catalog” items and one for the “free 

text” items; 

 
FY10 FY12 

Favorable / 
Unfavorable 

# of PO’s 
Processed 

Automatically 
0 10,425 Fav 

Dollar Value of 
PO’s Processed 
Automatically 

$0 $39,956,905 Fav 

Cycle Time for 
Issuance of a PO 4.00 days 2.75 days Fav 
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2) each item in a shopping cart is a record, or line item, in the report; 
3) each record has a “Cycle Time” field (the number of business days it took 

to go from “Shopping Cart Create” date to “PO Create Date”); 
4) not every item on a shopping cart turns into an item on a purchase order 

because sometimes the shopping cart item is fulfilled in-house by the 
Supply Center; 

5) a purchase order with 10 items carries 10 times the weight of a purchase 
order with 1 item in the cycle time average. This is fine if it is what 
Procurement wants to measure and everyone understands how the 
average is calculated; and, 

6) the 2 average totals of cycle times (one for “catalog” items and one for 
“free text” items) are added together and divided by 2. Averaging 
averages is not mathematically valid. 

 
An analysis of the “Cycle Time” field in the ZM034 report revealed that the calculation was 
inaccurate in some instances. In a sample of 627 line items, 22 of them reported an incorrect 
cycle time (3.5% error); some were high, and some were low.   
 
Compare Cost of iBuy/SRM Implementation to Projected Cost 
An accurate total cost of the implementation of iBuy/SRM cannot be stated within a narrow 
range of certainty due to 1) the methodology of how project costs were captured early in the 
implementation, 2) the personnel changes/turnovers since inception, and 3) the length of time 
that has transpired. The ICTS department recognized this problem and took steps to improve 
the capture of project costs for future projects before this audit began. Our understanding is that 
there is another process improvement currently underway to more effectively track and report 
costs by project. We look forward to its implementation. 
 
 

Description Amount Source Comments 

Projected Cost 
$1.5 - $3.0 

million 

SRM Business 
Case – OCPS by 
Michelle Gonzalez, 
p. 21 

 

Documented 
Cost 

$1.4 
million 

“Business Portfolio 
Budget Report” 
spreadsheet dated 
June 5, 2012. 

These costs represent four PO’s 
generated in 2011 and a $150,000 
transfer to Shared Services to cover 
incurred iBuy / SRM costs. 

Range of Cost 
Variance 

$.08 - $1.5 
million 

 Certain costs incurred during the period 
from 2007 to 2010, which were associated 
with the iBuy/SRM implementation, are 
not included in the $1.4 million 
Documented Cost above. The magnitude 
of these costs could be an additional 
$440,000 in Documented Costs.   
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Recommendations 
Some suggestions for improvement, which are not directly related to iBuy/SRM, are in the areas 
of project costing, and documentation of the source(s) of data in a business case. An 
improvement in project costing will facilitate any review of a project and the determination of 
whether project objectives have been achieved. We also recommend that process owners 
prepare post-implementation analyses to determine whether project objectives were met and to 
what degree as well as to compare actual costs to estimated costs. This information should be 
reported back to approving officials for accountability for the use of resources in the 
implementation effort. 
 
Conclusion 
Overall indications are that iBuy/SRM has provided labor efficiency, cost savings, and 
streamlined some processes, though it is difficult to quantify these savings/efficiencies to a 
precise amount. 
 
 
 
 
We wish to thank representatives of the Accounts Payable, Contract Administration, Human 
Resources, ICTS, Maintenance, Operations, and Procurement Departments for their 
cooperation and assistance in the conduct of this audit. 
 
 
Jan Skjersaa, CPA, Internal Auditor 
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AUDIT RESPONSE MATRIX                                                                                            FISCAL 
PERIOD: __________________ 
 
 
 DEPARTMENT/SCHOOL:    
 ADMINISTRATOR/PRINCIPAL: 
 DEPARTMENT HEAD/AREA SUPERINTENDENT: 
 
  
 

Exception Noted Management Response Responsible Person Outcome Timeline 
What is?  What should be? What needs to be done? Who needs to do it? When will the action be 

completed? 
What is the evidence of 

completion? 
Cycle Time for Issuance of 
a Purchase Order – This is 
the number of whole 
business days (not including 
weekends and holidays) 
between two dates: 1) the 
Shopping Cart generation 
date; and 2) the date the 
Shopping Cart converts into 
a Purchase Order. As a 
result of iBuy, the Cycle 
Time days have decreased, 
reflecting increased 
efficiency. 
This data is generated using 
the downloaded report 
“ZM034” from the “PSR-
SRM” area of SAP. Note 
that: 
 
a) A purchase order 

with 10 items 
carries 10 times 
the weight of a 
purchase order 
with 1 item in the 
cycle time 
average. This is 
fine if it is what 
Procurement 
wants to measure 
and everyone 
understands how 
the average is 
calculated; and, 

b) The 2 average 
totals of cycle 
times (one for 

a. The process for 
calculating the cycle 
time averages needs 
to be adjusted.  
Shopping 
carts/purchase orders 
with more than one 
line item will have 
the multiple line 
items deleted.  This 
will provide equal 
weight to all 
shopping 
carts/purchase orders 
cycle time. 

 
 
b. The process for 

averaging the total of 
both reports – Free 
Text and Catalog – 
needs to be changed.  
The two reports are 
should be combined 
and an average 
calculated 
eliminating the 
“averaging of 
averages”. 

c. Review and analysis 
of the ZM034 report 
by the development 
team 

 
 

a. Procurement Manager 
b. Procurement Manager 
c. ICTS Developer 

a. Adjustments to 
reporting completed 
with the April 2013 
Scorecard 

b. The two reports are 
now combined and an 
average is calculated 
based on the total. 
Completed with the 
April 2013 Scorecard 

c. ICTS Development 
team completed 
analysis and made 
corrections to the 
report in March 2013. 
The report now 
reflects the correct 
number of days on all 
shopping cart to 
purchase order 
creation dates. 

 

Procurement Services  
David Oakhill, Sr. Director 
Michael Eugene, Chief Operations Officer 
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“catalog” items 
and one for “free 
text” items) are 
added together 
and divided by 2. 
Averaging 
averages is not 
mathematically 
valid. 

 
 
 
c. An analysis of the “Cycle 
Time” field in the ZM034 
report revealed that the 
calculation was inaccurate in 
some instances. In a sample 
of 627 line items, 22 of them 
reported an incorrect cycle 
time (3.5% error); some 
were high, and some were 
low.   
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