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EXECUTIVE SUMMARY

AUDIT 15-01: FISCAL Y‘EAR.--E-ND_2_014 CITYWIDE INVENTORY
AUDIT SCOPE

The scope of this audit included a review of departmental inventory activities, including physical inventory
counts, compliance with inventory policies and procedures, and physical and information system security
regarding City assets for the fiscal year ending September 30, 2014. The time period for the audit was October
1, 2013 - September 30, 2014.

The following table summarizes inventory information by Department or Division:

Inventory
Costing Automated Ending Percent of 2014
Method In Inventory Inventory Inventory Inventory Balance
Use Count System In Balance as of | Tested by Internal
Department or Location (Exhibit B) Method Use? 9/30/14 Audit

Municipal Auditorium and Payne Park | Last

Auditorium Invoice® Periodic No $310.58 27.00%
First-In-
First-Out

Public Utilities-Utility Stores (FIFO) Perpetual Yes $137,380.67 14.72%
Weighted

Bobby Jones Golf Club Pro Shop Average Perpetual Yes $31,807.28 15.71%
Last

Van Wezel Performing Arts Hall Invoice Periodic No $1,756.45 95.72%
Last

Sarasota Police Department Invoice Perpetual No’ $112,798.42 7.73%

Grand Total Inventory Valuation/ Percent Tested by Internal Audit $284,053.40 12.19%

REPORT CONTENT AND LIMITATION OF USE

This executive summary report is limited in detail. In order to obtain the full background on a particular item,
please review the Detailed Audit Report prior to drawing conclusions based on the limited information
contained in this report.

! The use of last invoice costing is a non-standard costing method.
SPD does have inventory software; however the software is not being utilized effectively.
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AUDIT OBJECTIVES AND CONCLUSIONS

Audit Objective

Objective Rating

This audit focused on determining whether:

1)

Departmental inventory procedures were

adhered to during counts of inventory;

2)

Physical access to inventory was appropriately
restricted to safeguard City assets;

3)

Access to inventory information systems was
appropriately restricted to necessary personnel;

4)

Reported inventory included usable or saleable
items;

5)

Inventory cut-off procedures were adequate to
ensure that inventory transactions are reported
in the correct fiscal year;

6)

Inventory amounts were properly recorded; and

7)

Management oversight of the physical inventory
count and reconciliation process was adequate to
ensure adjustments were properly reviewed and
authorized.

Bobby
Jones
Golf
Club

Pro
Shop

Public
Utilities-
Utility
Stores

Municipal
Auditorium
and Payne
Park
Auditorium

Van Wezel
Performing
Arts Hall

Sarasota
Police
Department

Objective ratings indicate the levels at which the objectives were met; rating definitions are included in Exhibit A in the
Detailed Audit Report.

The results of our review indicate:

Physical inventory counts were generally performed in compliance with each department’s respective inventory

instructions.

o There was one instance of inventory stock not being counted as a result of not counting from left to right

and top to bottom.

Adequate physical access controls observed to be in place for the majority of the departments.
o It was noted that SPD does have a locked inventory storeroom with 22 employees having access to the
room via the employee’s key fob, however it does not appear that all of those employees have an active
function in the inventory process or need to access the inventory.

Inventory information systems were generally restricted to necessary users.
o It was noted that SPD’s inventory software user rights were not updated based on personnel changes

within the department.

Reported inventory values appropriately included usable/saleable items; obsolete items were properly identified

and segregated from other inventory.

Departments were in compliance with inventory cut-off procedures.




* Generally, inventory amounts were properly recorded.
o SPD has not been utilizing the inventory software to record additions or issues of inventory during the
year. Additionally, inventory prices are not always updated to properly reflect changes in inventory
costing.

e Management was appropriately present at some of the physical counts and audit adjustments were approved by
the department heads prior to submission to Finance.

A complete list of audit recommendations begins on page 5 of this report.
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APPENDIX A

AUDIT RATING SYSTEM

The audit ratings listed below are based on the auditor's assessment of whether the audit objectives were
met.

Red - A red control rating denotes significant business risk or exposure to the City that requires
immediate attention and remediation efforts. The controls reviewed do not appear to provide
reasonable assurance that the control objectives are being met. The City is being exposed to a high level
of business risk and exposure. Management is advised to immediately review the design and
effectiveness of existing controls or consider implementing new or additional controls.

- A yellow control rating denotes opportunities for improvement exist relating to the
controls reviewed. [f this state of control is not improved, it could lead to higher than acceptable level of
business risk or exposure to the City. The controls reviewed provide some, but not sufficient, assurance
that control objectives are being met. Management is advised to review the design and effectiveness of
existing controls or consider implementing new or additional controls on a priority basis.

Green — A green control rating indicated that the controls reviewed at the time of the audit
indicated a satisfactory or acceptable state of control, where risk appears to be minimized and
appropriately managed. Controls reviewed appear to provide a high degree of assurance that control
objectives are being met. To maintain this rating management is advised to continue to assess the
control systems and monitor existing controls for efficiency and effectiveness as business and
organizational changes occur.






