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Recommendation

We recommend AKFC adhere to state and internal policies regarding off-line accounts. We
further recommend that all funds are utilized for their intended purposes and controls are
strengthened to maximize benefits and safeguard funds from misuse.
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Expenditures
Internal controls over procurement need to be strengthened.

Management is responsible for establishing and maintaining internal controls that safeguard
assets from loss or unauthorized use. Proper segregation of duties, adherence to state regulations,
and maintenance of accurate and complete documentation are necessary to assure the proper use
of resources. Non-payroll expenditures totaled $5.8 million and $6.2 million for fiscal years 2018
and 2019, respectively. We judgmentally selected a sample of 39 expenditure transactions
totaling $474,000 based on account and vendor dollar amounts. Our test identified the following
internal control weaknesses over procurement.

e Department of the Treasury Circular 19-10-DPP (circular) defines a delegated purchase
authority (DPA) transaction as one that cannot be procured through one of the four primary
contracting methods and does not exceed the DPA threshold of $40,000. At least three
telephone quotes are required for purchases over $1,000 and up to $17,500 and three written
quotes are required for purchases greater than $17,500 and less than $40,000. We found the
circular was not complied with for 8 of 16 sampled DPA transactions. A current state contract
was available and not used for one transaction, and the required quotes were not obtained for
seven transactions. For four of the sampled DPA transactions, we noted AKFC’s internal
policy requiring three quotes be obtained for purchases of $500 or more was not complied
with.

e Of 39 expenditure transactions tested, we found 5 (13 percent) were not mathematically
accurate, 5 (13 percent) were assigned the incorrect accounting system object code, and 4 (10
percent) lacked adequate supporting documentation. We also found 2 (5 percent) purchase
orders lacked the required approvals and 23 of 30 (77 percent) applicable transactions had
incomplete or missing receiving reports.

e Our review also noted that 11 of the 39 transactions were New Jersey Purchasing Card
Program (P-Card) transactions. The P-Card program was established to provide governmental
agencies a convenient method to purchase goods and services. Department of the Treasury
Circular 17-07-DPP requires agencies to establish written internal policies and procedures to
ensure usage is consistent with Treasury regulations. AKFC has not established any such
procedures. In addition, available state contracts were not utilized for two of the sampled P-
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Card transactions as required, and quotes were not obtained for 3 of the P-Card transactions
over $500.

e A confirming order is the ordering of goods or services before an authorized purchase order
is approved, thus bypassing the procurement process. Our review of 32 applicable
transactions found 15 confirming orders. Confirming orders should only be used in
emergency situations and AKFC does not have a standard procedure to document emergency
purchases.

e Our review also found that the same person who requests an item also verifies receipt.
Although purchased items are delivered to a central location, they end up being forwarded
directly to the requester without independent verification. Proper segregation of duties
requires someone other than the requester to certify receipt of the goods. Items received
should be verified at the first point of entry into the facility.

Recommendation

We recommend AKFC adhere to state procurement laws, policies, and procedures before
purchasing goods or services. AKFC should also establish an internal P-Card policy to comply
with Treasury regulations and ensure someone other than the requester verifies the receipt of
goods.

M<K
Observation

Potential Overtime Abuse
Employees are taking paid leave time and working overtime on the same day.

Ann Klein Forensic Center (AKFC) management allows employees to use leave time (i.e., sick,
vacation, personal leave) for their regular shift and then work another shift at an overtime rate on
the same day. While there may be instances where this would be a needed solution to a difficult
staffing coverage scenario, it could be a sign of overtime abuse. We requested any union
agreement that allows overtime pay on the same day that leave time is taken, however AKFC
could not provide one.

We performed a review of leave time for 366 Medical Security Officers (MSOs) employed during
calendar year 2018. Our review identified 350 instances in which an MSO used a full day of leave
time (8 hours) and on the same day worked an overtime shift. These 350 instances were attributed
to 124 of the 366 MSOs.

The financial advantage of this practice from the employee’s perspective is that the employee is
paid for the leave time shift at the usual rate for that day and is also paid for the overtime shift at
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1.5 times the usual rate of pay on the same day. The financial effect on the state, however, is that
not only does the state pay the employee at the overtime rate for the shift worked in addition to
the regular rate for the leave time taken, but the state must also pay another employee overtime
to cover the shift for which the leave time was used. Preventing employees from working
overtime on the same day that a full day of leave is used may reduce overtime costs.
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To strengthen internal controls over procurement, the Business Office staff have been retrained
in quoting requirements; revised hospital policy to reflect quoting requirement change from $500
to $1000; retrained Business Office staff in all areas of math accuracy, coding, and supporting
documentation and approvals; establish a new policy dedicated to P-Card policy and procedure,
to include increasing limit from $500 to $1000; implementing a new Emergency Request form for
all “emergency purchases” that will provide approval oversight and ensure appropriateness; and,
revised hospital policy and procedure so that the Storeroom Staff are now responsible for the
generation of all receiving reports.

Potential Overtime Abuse
This finding has been taken under advisement. AKFC will attempt to adjust policies and
procedures to reduce this from happening, unless it is an emergent situation.

Thank you for the opportunity to comment on the audit findings. It was a pleasure to work with the
auditors you provided, and we appreciate the recommendations noted.
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