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EXECUTIVE SUMMARY
This audit of Procurement Card Use & Control was included on the Council-approved FY
2013/14 Audit Plan. The audit’s objective was to analyze the City’s controls over and use of
procurement cards.
The Purchasing Department administers the procurement card program, which was
established to facilitate the procurement of small non-recurring purchases. City departments
have authorized approximately 330 cardholders and have spent an average of about $3.1
million per year over the past 4 fiscal years through procurement cards.
The audit covered procurement card purchases from July 2010 through October 15, 2013,
which included total purchases of about $10 million. We reviewed the program’s policies and
procedures, evaluated established controls, and reviewed supporting documentation for
selected transactions.
Through the course of the audit, we did not identify any instances of procurement card
misuse in the transactions selected for review. However, some policies were not consistently
followed. Four of the 373 selected purchases were missing receipts, and 3 were documented
with non-itemized receipts. We also identified 30 instances of transactions being split to
circumvent established spending limits. For approximately 20% of the reviewed transactions,
the cardholder did not state the reason for the purchase in the online procurement card
system.
Documentation guidelines are vague, making identifying misuse more difficult. In some
instances, such as internet purchases and conference expenses, the supporting documentation
consisted of an email or webpage printout. Policies should also clarify that only the actual
sales invoices or detailed receipts, rather than price quotes or order forms, are acceptable
documentation.
The audit also found several areas where controls can be strengthened:
•
•
•
•
•
•
•

Ensuring purchases are reviewed by the designated supervisor.
Reviewing spending limits in comparison to the cardholder’s typical monthly spending.
Directing the annual Bank rebate check to the City’s Remittance Processing mailing
address for more efficient processing and better separation of duties.
Reassigning some of the Pro-Card Administrator’s responsibilities to ensure adequate
segregation of duties.
Reducing the number of Purchasing employees with administrator access to the online
procurement card system.
Retaining documentation of authorization for changes made to spending limits and
designated supervisors.
Ensuring the Pro-Card Administrator is promptly notified of cardholder termination
dates.

While reviewing procurement card purchases, we noticed significant amounts being spent on
gift cards for various City programs and further investigated controls over their safekeeping
and distribution. We found few controls were in place to provide accountability for these
cash-value items, such as reconciliation of the number of cards purchased and stored to the
number of cards issued.
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BACKGROUND
Since 1996, the City has used procurement cards as a payment method, primarily for small
non-recurring purchases. Additionally, procurement cards facilitate internet-based purchases
as most require up-front online payment.
Scottsdale currently uses Bank of America (Bank) issued cards through a City of Chandler
multi-entity procurement card contract. The Bank provides an online application for
managing City procurement cards, including requesting and deactivating cards, setting
spending limits, reviewing transaction detail, and assigning codes for the transactions to be
classified in the City’s accounting system. Unlike traditional credit cards, procurement card
balances are required to be paid in full; the City would incur finance charges for any late
payments. Further, the Bank pays the City an annual rebate that is partly based on total
spending by all entities using the contract. The rebate incentivizes higher spending volumes
and paying balances on time.
Procurement Card Uses
Over the past 4 fiscal years, the City has spent, on average, about $3.1 million per year
through procurement cards. As shown in Figure 1, contractual services have been a relatively
small proportion of this spending, while commodities represent the primary use. This category
includes such costs as office supplies, training, and minor equipment.
Figure 1. Procurement Card Expenditures, FY 2009/10 through December 2013
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* FY 2013/14 data includes July 1, 2013 – December 31, 2013 only, but demonstrates that the spending patterns
remain fairly consistent.
SOURCE: Auditor analysis of procurement card transactions.
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As shown in Figure 2, maintenance and repair supplies represent the largest proportion of
average annual spending based on the past 4 fiscal years. The next largest category,
Miscellaneous Operating Supplies, includes items such as training supplies, signs, and various
others that are not office or maintenance supplies.
Figure 2. Average Annual Procurement Card Expenses by Type
FYs 2009/10 – FY 2012/13
Bus Meeting Supp
Professional Svcs
Minor Equipment
Travel

Average Annual
Spending by Category
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Educ & Recreat Supp
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SOURCE: Auditor analysis of procurement card data. Transactions were classified by the department making the
purchase.

As intended, the majority of procurement card purchases are for small dollar amounts. Figure
3 on page 5, shows that FY 2012/13 about 92% of pro-card transactions cost less than $500
each, but totaled only about 58% of the value. During this fiscal year, transactions costing
$500 to $2,000 represented about 8% of procurement card use but totaled about 39% of the
dollars spent. And purchases costing more than $2,000 totaled less than 3% of spending and
about 0.1% of uses. Purchasing staff was responsible for most transactions in this category,
paying for purchases that cost more than a cardholder’s spending limits or for larger
purchases that were going through the requisition process but required credit card payment.
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Figure 3. Average Procurement Card Transaction Amount, FY 2012/13
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SOURCE: Auditor analysis of procurement card data.

Compared to traditional procurement methods, procurement cards provide time and cost
savings. Traditional purchasing often includes department staff submitting a purchase
requisition, Purchasing staff evaluating alternatives and issuing a purchase order, and
Accounting staff issuing the payment after the goods or services have been received. With a
procurement card, department staff can select and pay for goods and services more
immediately, and Purchasing review takes place afterward. As well, Accounting issues one
payment to the Bank rather than several to multiple vendors. Although reduced purchasing
activity is less costly, appropriate controls are essential for a successful procurement card
program.
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Controls over Authorization and Use of Procurement Cards (Pro-Cards)
The Purchasing Department, which administers the program, has established an
Administrative Regulation to define how the cards may be used and the controls over their
use. Before a card is issued, a designated department administrator has to authorize the
procurement card request, set single transaction and monthly spending limits and designate a
supervisor to monitor the cardholder’s usage. The Purchasing Technician serving as the ProCard Administrator oversees the program through the Bank’s online application called
“Works”. When a new card is authorized, the Pro-Card Administrator requests the Bank to
issue the pro-card and adds the cardholder to Works, setting the spending limits, prohibiting
cash advances against the card and entering the cardholder’s online reviewer.
Before an employee receives the authorized City pro-card, he/she completes computer-based
training and signs a Purchasing Card Agreement acknowledging the related requirements.
Similarly, the cardholder’s designated supervisor also completes computer-based training and
signs an agreement acknowledging his/her responsibilities.
Though varying from time to time, the City has approximately 330 employees with authorized
City procurement cards. Following in Figure 4 is a synopsis of control activities.
Figure 4. Roles and Responsibilities

Cardholder

•Ensures purchases are for authorized City purposes and within
City policy before making the purchase
•Reviews transactions and adds detailed description of the
purchase and funding/accounting codes in the Works system
•After billing cycle, submits all supporting documents with
monthly Bank statement for supervisor's review

Online Reviewer

•Reviews transactions in Works for correct funding/accounting
codes. May also be supervisor.

Supervisor

Pro-Card
Administrator

Accounting

•Reviews monthly Bank statement, cardholder log, and supporting
documentation to ensure that purchases were appropriate for the
department's needs, documentation is adequate, and City
policies were followed
•Manages card and user settings in the Works system
•Verifies that required documentation is submitted and Pro-Card
policies are followed
•Reviews the City-wide monthly billing statement
•Reviews monthly transaction data for coding errors and
transactions pending review
•Closes out transactions in Works and prepares cost distribution
file and wire transfer request for Accounting
•Processes wire transfer to the Bank
•Distributes Pro-Card transactions to various cost centers and
expense codes based on the Pro-Card Administrator's file.

Source: Auditor analysis.

As the cardholder uses the pro-card and transactions are posted by the Bank, the Works
system emails the cardholder that a transaction is ready to be reviewed. The cardholder logs
in to Works, accepts or disputes the transaction, and enters a description and
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funding/accounting code. Once approved by the cardholder, the Works system emails the
cardholder’s online reviewer. The reviewer signs off on the transaction after noting any
comments, if necessary. The online reviewer or the Pro-Card Administrator may flag the
transaction, which prompts Works to notify the cardholder to review and respond.
Figure 5 illustrates the review timeline. When monthly billing statement is received, the
cardholder prints a Works transaction log that includes the transaction funding codes and
descriptions. The cardholder gives this cardholder log, the billing statement, and supporting
receipts to the cardholder supervisor for review. The supervisor is responsible for ensuring
that the purchase was appropriate for the department’s needs, adequate supporting
documentation is provided, and applicable department and City policies have been followed.
The supervisor then forwards the log, billing statement and documentation to the Pro-Card
Administrator.
In addition to receiving individual cardholder documentation, the Pro-Card Administrator
receives a City-wide billing statement with each cardholder’s balance and the total City
amount due. To avoid finance charges and maximize the rebate, the statement balance is
always paid. Any disputed charges or missing documentation is resolved afterward.
Through the Works system, the Pro-Card Administrator closes out the monthly transactions
and prepares a cost distribution report based on information entered by the cardholders.
During this process, the administrator checks for obvious errors in coding and may follow-up
with cardholders and department reviewers that have not signed-off on transactions. The ProCard Administrator tracks the cardholder logs received each month to identify any missing
documentation or other issues. If persistent problems are noticed, the administrator will
contact the cardholder and the supervisor regarding additional training.

Figure 5. Monthly Pro-Card Process Dates

Source: Auditor review of pro-card policies and interviews with Pro-Card Administrator.
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In accordance with the contract, the City is not liable for fraudulent transactions as long as
the Bank is notified timely of card loss or theft or unauthorized transactions. However, the
City is responsible for cardholder transactions until the Bank is notified that a cardholder is no
longer authorized. While some fraudulent transactions are identified by the cardholder,
others are stopped by the Bank before they are ever seen by the cardholder. The Bank
monitors card spending based on the account’s spending patterns and reviews atypical
transactions.
The Works system also allows the City to generate a variety of reports that can help the
Purchasing department monitor card usage and compliance with certain policies. These
reports can summarize such information as pro-card spending by vendor or by account, single
transaction limit analysis (apparent split transactions), and many other customizable reports.
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OBJECTIVES, SCOPE, AND METHODOLOGY
An audit of Procurement Card Use & Control was included on the FY 2013/14 Councilapproved Audit Plan. This audit evaluated controls over the City’s purchasing card program as
well as compliance with Administrative Regulations (AR) governing their use.
To gain an understanding of the procurement card program and its defined controls, we:
• Reviewed AR 220, Purchasing Card Usage and Administration
• Reviewed the Purchasing Card Guide issued by the Purchasing Department
• Reviewed City’s forms, including the Purchasing Card Request Form and Purchasing
Card Supervisor Agreement
• Interviewed the Purchasing Technician who administers the City’s program, regarding
authorization, training, and monitoring procedures
• Obtained and analyzed procurement card transaction data, including summarizing
spending by division, cardholder, and expense type
• Obtained reports identifying cardholder supervisors and authorized spending limits
To assess risks, we reviewed previous procurement card audits issued by this office and
recent audits issued by other auditors. We also reviewed procedures outlined in the U.S.
Government Accountability Office’s most recent related audit guide, Auditing and
Investigating the Internal Control of Government Purchase Card Programs, November 2003.
To assess compliance and evaluate uses, we extracted detailed transaction data from the
Works system and selected procurement card transactions for detailed testing. Testing
samples included randomly selected transactions as well as risk-based selections from the
period of July 2010 to mid-October 2013, a total of approximately $10 million in transactions.
The risk-based sampling included:
• transactions from the highest-spending cardholders,
• purchases that appeared to have been split to avoid spending limits,
• transactions of unusual dollar amounts identified through a Benford’s analysis
• transactions missing cardholder descriptions or online evidence of departmental
review
For these selected transactions, we reviewed purchase documentation such as invoices and
receipts; supervisory review; compliance with procurement card, travel, and business
meeting expense policies where applicable, and reasonableness of the purchase. In total, we
evaluated supporting documentation for 373 transactions.
To evaluate and test controls over the procurement card administration, we reviewed user
roles and responsibilities, compared the lists of active cardholders and active employees,
compared card deactivation dates to employment termination dates, reviewed online
reviewer assignments, compared credit limits to spending patterns, and reviewed system
change logs for all user changes. We also observed the logical access controls incorporated
into the online application as we used the system to obtain data.
Due to the amount of gift cards purchased with procurement cards, we also interviewed some
departments’ staff regarding procedures used to account for gift cards purchased for
employee incentive programs.
Our audit found that while no instances of misuse were identified in the transactions selected
for review, some policies were not consistently followed and documentation requirements are
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vague, making identifying misuse more difficult. Further, we identified several areas where
controls can be strengthened.
We conducted this audit in accordance with generally accepted government auditing
standards as required by Article III, Scottsdale Revised Code §2-117 et seq. Those standards
require that we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our audit objectives. We
believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives. Audit work took place from October 2013 to
February 2014.
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FINDINGS AND ANALYSIS
1. While no instances of procurement card misuse were identified, certain policies were
not consistently followed and some can be improved.
Our sample of 142 cardholder statements and 373 individual transactions (totaling
$139,200), did not find instances of misuse of the procurement cards. However, some
policies were not consistently followed and documentation requirements are vague,
making identifying misuse more difficult.
A. Some City procurement card policies were not consistently followed:
1. Four of the 373 reviewed transactions were missing receipts and 3 receipts
were not itemized. Three of the 4 missing receipts (totaling $2,627) related to
one cardholder who was out of the office for an extended period of time when
the documentation was due. The cardholder’s department did not ensure
purchase documentation was subsequently submitted when the employee
returned to the office.
2. For the period from July 1, 2010, to October 15, 2013, 30 transactions totaling
about $46,000 were identified where cardholders split transactions to
circumvent their spending limits. Split transactions are purchases that would
typically be processed as a single payment, but the amount would exceed the
cardholder’s spending limit so the purchase is split into multiple transactions.
The City’s procurement card policy prohibits splitting a transaction to avoid
spending limits. The Works system identifies as split transactions those made
from the same vendor by the same cardholder on the same day. Records show
that 8 of the 30 were reviewed by the Pro-Card Administrator. When
questioned by the administrator, a few cardholders responded that they did not
realize the transaction would go over their limit or they were asked by a
supervisor to make the purchase. Others did not provide a reason for the split
transaction.
3. In approximately 20% of the transactions reviewed, the cardholder comments
did not include the reason for making the purchase. A brief description of the
items purchased was included for most of these, but for a small number no
comment was provided. City procurement card policy requires the cardholder
to enter a detailed explanation for each transaction into the Works system so it
can be reviewed by the online reviewer and by the cardholder supervisor if
different from the online reviewer.
The City’s procurement card policies and procedures do not specify consequences
of non-compliance, leaving this to the cardholder’s supervisor. Having
consequences, such as reassigning or canceling the pro-card, could encourage
compliance.
B. More specific documentation guidelines are needed to support the validity of
purchases. For in-store purchases, documentation is fairly consistent with itemized
cash register receipts being provided. But documentation provided for internet and
other types of purchases varied.

Procurement Card Use & Control

Page 11

•

With increased incidence of internet purchases, City policies should be
clarified. Cardholders often only submit the email confirmation of these
purchases or the order summary. This documentation is not sufficient to
demonstrate that the cardholder received the items shown. Also many
internet-based orders and email confirmations can be easily altered.
Requiring the final shipping invoice or packing slip to be provided will
better prove the actual items were shipped and received. This is
particularly important if the cardholder is ordering items that will be
delivered to a different staff member.

•

In one instance, the provided documentation was a quote, not a sales slip
and in another instance, only the hand-written order form was included.
Price quotes and order forms do not ensure the prices and items listed are
those actually received.

•

Most training or conference transactions were documented only by the
payment confirmation, typically printed from an email or web page.
However, also including the conference agenda or training brochure would
provide clearer, more conclusive documentation of what was purchased.

•

Pro-card documentation for travel expenses should include a copy of the
Advance Travel Request and/or the Post Travel Reconciliation (ATR/PTR).
These forms are required to be submitted to Accounting prior to and
following travel. The ATR can be submitted for expenses paid on the procard in advance of travel, such as airfare. With the PTR attached after
travel, the statement reviewer can verify that the travel was properly
authorized and expenses paid through the pro-card were not also submitted
for other reimbursement or per diem payment.

More specific documentation guidelines can help ensure cardholders and their
supervisors understand the appropriate documentation to be submitted.
C. Although cardholders and cardholder supervisors are required to take procurement
card training when the card is initially approved, refresher training is not required.
The Pro-Card Administrator stated she provides individualized training as needed
when a cardholder is not consistently following policies.
The average cardholder has had his/her procurement card for 4.6 years. Requiring
annual refresher training for existing cardholders and supervisors would help
develop a more consistent understanding of the program’s requirements. Further,
policies and procedures should be modified over time as persistent issues are noted
or the program’s use evolves. Purchasing views oversight of procurement card use
as a department responsibility, but does not provide sufficient guidance for
supervisors to effectively carry out this role.
Recommendations:
The Purchasing department should:
A. Establish consequences for noncompliance with pro-card requirements, such as
reassigning the card to another employee in the workgroup or canceling the card.
B. Establish more specific documentation guidelines that allow management to verify
the validity of the purchase.
C. Require annual refresher training for all cardholders and supervisors.
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2. Improved controls and program administration practices are needed.
The existing pro-card policies and the Bank’s electronic application establish basic
controls to help monitor pro-card usage. The electronic system facilitates reconciliation
and monitoring of purchases, and program policies require supervisory approval of
monthly purchases. However, there are several areas where controls can be strengthened.
A. Controls are needed to ensure purchases are reviewed by the designated supervisor.
Some departments designate the cardholder supervisor as the online reviewer, but
others do not. In those instances, the department administrative assistant or
budget liaison serves as the online reviewer and is responsible only for verifying
account codes and budget capacity.
The advantages of making the supervisor the online reviewer are significant.
1. Verification of supervisory review—The Works system, which requires
password-protected log-ins, can ensure that the appropriate supervisor
reviews the transactions. With handwritten signatures, it can be difficult to
determine whether the designated supervisor has signed off. The monthly
statement could be submitted to Purchasing with an illegible or forged
signature. Also, Purchasing currently allows review sign-off by any
supervisor within the chain of command, rather than only the designated
supervisor.
2. Prompt notification of cardholder transactions—The online reviewer is sent
an email notification when transactions are signed-off by the cardholder.
When the supervisor is not the online reviewer, there is more delay before
appropriateness of the transaction has been reviewed and there is a risk
that a statement with an inappropriate transaction will not be submitted to
them for review.
3. Record of changes to the designated supervisor—Currently, there are
insufficient records to determine the designated supervisors at any given
point in time. For 60 of the pro-card statements reviewed, auditors were
not able to confirm whether the designated supervisor signed off on the
cardholder documentation because the supervisor may have changed
sometime in the past.
Supervisory review of the cardholder statement and documentation is a key control
in ensuring appropriateness of procurement card purchases. In particular,
supervisory review is an important step for determining the business need of a
purchase because many items purchased for City programs are also common
personal-use items.
B. About one-third of the active procurement cards had monthly spending limits that
appear too high relative to the cardholder’s typical monthly spending. For these,
the cardholders used less than half of the monthly limit during their peak spending
month of the past 27 months. Excluding Purchasing employees, who are
purposefully authorized with higher spending limits, 61% of cardholders had
monthly limits higher than the standard $2,000 limit. Two of the non-Purchasing
cardholders had a monthly limit of $6,000 but made only 1 or 2 purchases during
the past 2 years; their purchases averaged $600 or less. Of the 334 currently active
accounts, 14 have never been used and 3 have not been used since 2008.
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By allowing credit limits much higher than necessary, the City’s risk for loss due to
misuse of the card is increased. While the Bank contract protects the City against
fraudulent charges made by someone other than the authorized cardholder, it does
not protect against misuse or abuse by authorized cardholders.
Purchasing could establish criteria for its approval of recommended credit limits.
As well, department supervisors could make better spending limit decisions if
provided summary reports of cardholder spending. Currently, the Pro-Card
Administrator annually sends each department a listing of the department’s
cardholders along with their designated supervisors and transaction and cycle
spending limits, but does not include summary pro-card spending.
C. Currently the Bank’s annual pro-card rebate check is mailed directly to the ProCard Administrator, who makes a copy and forwards the check to the City
Remittance Processing Center along with other deposits from the Purchasing
department. The annual rebate received in FY 2012/13 was about $37,000.
Directing the annual rebate check to be mailed to the Remittance Processing area
would provide more efficient processing and better separation of duties.
D. Controls over system access and documentation of changes need improvement.
1. The Pro-Card Administrator has complete access to the purchasing card
system, increasing the risk of fraud. The administrator has the ability to
add users, issue procurement cards, set card limits, cancel cards, modify
user and group settings, delete users, and approve transactions that have
not been approved by the departments. Additionally, the Pro-card
Administrator receives all new procurement cards directly, generates the
expenditure distribution report to Accounting, and approves the monthly
statement for wire transfer payment.
Auditor review of system users and group membership did not identify any
invalid cards or user accounts, but allowing one employee such complete
access increases the risk for fraud. For example, the employee would be
able to issue a card to a fictitious cardholder, make purchases, approve the
transactions, and delete the account when no longer needed. With current
controls, this type of fraud may not be detected if the card’s expenditures
were spread in small amounts across several cost centers.
2. Too many employees have the powerful Administrator access. In addition to
the Pro-Card Administrator, 3 other Purchasing employees have
administrator access to the Works system. Further, 2 of these employees
also have pro-cards and would be able to manipulate transactions related to
their cards. The number of administrators should be reduced to the
minimum that is operationally feasible to reduce unnecessary risk.
3. Changes to card limits and cardholder supervisors are not consistently
documented. Requests to change the transaction spending limits or the
designated supervisor may be received informally by phone or in-person or
more formally through email or the existing form. Further, changes may be
processed by any of 4 Purchasing employees with administrator access. The
department does not have a process for tracking all of these changes and
documenting the change authorization. Documentation was not available to
confirm that the designated supervisor had signed off on 60 of 142
statements reviewed during the audit. Documentation was also not
Page 14
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available to show that appropriate approval had been received for 2 of the
5 spending limit changes reviewed.
E. Procurement cards are not always promptly deactivated as the Pro-Card
Administrator is not timely notified.
Of the 25 cardholders we reviewed who left City employment, nearly half of the
pro-cards were deactivated after the employee’s termination date. Of these, most
were deactivated within 1 week, but 4 pro-cards were not deactivated for 17 to 52
days after the cardholder’s termination. In one of these instances, fraudulent
transactions were charged on the pro-card nearly 2 months after the employee left
the City. According to the Pro-Card Administrator, she was not notified of the
employee termination and later learned that the card had gone missing after the
employee left. The bank reimbursed the fraudulent charges, but it may not have
been obligated to because the City did not promptly cancel the card.
The City’s procurement card policies require the cardholder or cardholder
supervisor to notify the Pro-Card Administrator when the cardholder terminates
employment. When notified, the Pro-Card Administrator deactivates the card
account on the requested date or the last date of employment, whichever is
sooner. According to the Pro-Card Administrator, she may not find out about an
employee termination until she receives a monthly report from Human Resources.
The policy for prompt notification does not include any consequences for
noncompliance, such as not being able to designate a replacement cardholder. To
minimize the City’s potential liability for unauthorized charges, pro-cards must be
promptly deactivated.
Recommendations:
The Purchasing department should:
A. Consider requiring cardholder supervisors to be the online reviewers and more
closely monitor any approved exceptions.
B. Annually compare cardholder spending patterns to card limits and recommend
appropriate limit adjustments. To support the recommended limits, include
cardholder spending data in the annual pro-card reviews provided to the
cardholder departments.
C. Direct all Bank rebate checks to the City’s Remittance Processing mailing address.
D. Reassign some of the Pro-Card Administrator’s responsibilities to ensure adequate
segregation of duties. In addition, reduce the number of employees with
administrator access and ensure documentation is retained for spending limit and
designated supervisor changes.
E. Establish consequences for late notification of cardholder termination dates or
work with HR to establish procedures for prompt notification to the Pro-Card
Administrator of impending cardholder terminations.
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3. Stronger controls needed over the safekeeping and distribution of gift cards purchased
for City programs.
For the period of July 2010 through October 2013, some departments used procurement
cards to purchase approximately $85,600 in gift cards and movie passes for employee
recognition programs. Another $31,500 was spent to purchase gift cards and movie passes
for volunteers, youth programs, and senior programs. Based on interviews with some of
the staff purchasing gift cards, few controls were in place for their safekeeping and
accountability, including reconciliation of the number of cards purchased and stored to
the number of cards issued. For example, one department purchasing large numbers of
gift cards tracked the gift cards awarded, but not the gift cards purchased or kept in
inventory. 1 Another large department kept records of its gift card purchases and
issuances, but did not reconcile the records to its inventory of gift cards on hand.
Recommendation:
The City Manager should require City departments to maintain inventory records of gift cards
purchased, stored and given, and to minimize the amount of cards kept on hand.

1

Cash equivalents, such as gift cards and movie passes, used for employee recognition programs have
had to be reported to the Accounting department for tax purposes since 2011.
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MANAGEMENT ACTION PLAN
1. While no instances of procurement card misuse were identified, certain policies were
not consistently followed and some can be improved.
Recommendations:
The Purchasing department should:
A. Establish consequences for noncompliance with pro-card requirements, such as
reassigning the card to another employee in the workgroup or canceling the card.
B. Establish more specific documentation guidelines that allow management to verify
the validity of the purchase.
C. Require annual refresher training for all cardholders and supervisors.
MANAGEMENT RESPONSE: Agree
PROPOSED RESOLUTION:
A. Purchasing will review appropriate alternative consequences for non-compliance and
document the new process.
B. Purchasing will develop additional guidelines related to documentation requirements
and document the new process.
C. Purchasing will develop and implement annual refresher training for cardholders and
supervisors that includes the new processes.
Purchasing will update AR 220 to include all process changes.
RESPONSIBLE PARTY: Financial Services Technician – Purchasing / Purchasing Director
COMPLETED BY: 12/31/2014
2. Improved controls and program administration practices are needed.
Recommendations:
The Purchasing department should:
A. Consider requiring cardholder supervisors to be the online reviewers and more
closely monitor any approved exceptions.
B. Annually compare cardholder spending patterns to card limits and recommend
appropriate limit adjustments. To support the recommended limits, include
cardholder spending data in the annual pro-card reviews provided to the
cardholder departments.
C. Direct all Bank rebate checks to the City’s Remittance Processing mailing address.
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D. Reassign some of the Pro-Card Administrator’s responsibilities to ensure adequate
segregation of duties. In addition, reduce the number of employees with
administrator access and ensure documentation is retained for spending limit and
designated supervisor changes.
E. Establish consequences for late notification of cardholder termination dates or
work with HR to establish procedures for prompt notification to the Pro-Card
Administrator of impending cardholder terminations.
MANAGEMENT RESPONSE: Agree
PROPOSED RESOLUTION:
A. Purchasing will work toward requiring the cardholder supervisors to be the online
reviewers. In cases where it is determined to be impractical Purchasing will provide
additional supervisor training and guidance in manual reviewer responsibilities and
appropriate on line review alternatives.
B. Purchasing will review annual spending patterns and review with the departments to
establish the most appropriate card limits that still meet department needs and
contain the City’s liability.
C. Purchasing will have the bank rebate checks sent directly to the City’s remittance
processing mailing address with an informational copy to Purchasing.
D. Purchasing will work toward an appropriate segregation of the Pro-Card
Administrator’s responsibilities. Accomplishing this will most likely require the
assistance and cooperation of Financial Services to take back certain activities that
previously belonged to accounting. Other responsibilities will be reviewed to as best
possible balance the need for segregation with the need for backup and cross training
abilities.
E. Purchasing will work with Human Resources to better obtain immediate notification of
all employee terminations so as to promptly cancel all pro cards.
RESPONSIBLE PARTY: Financial Services Technician – Purchasing / Purchasing Director
COMPLETED BY: 6/30/2015
3. Stronger controls needed over the safekeeping and distribution of gift cards purchased
for City programs.
Recommendation:
The City Manager should require City departments to maintain inventory records of gift
cards purchased, stored and given and to minimize the amount of cards kept on hand.
MANAGEMENT RESPONSE: Agree
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PROPOSED RESOLUTION:
The City Manager and City Treasurer will work together to develop stronger controls
over gift cards purchased for City programs, including gift card purchase, usage,
inventory and reconciliation.

RESPONSIBLE PARTY: Strategic Initiatives Director – City Manager’s Office
COMPLETED BY: 6/30/2014

Procurement Card Use & Control

Page 19

City Auditor’s Office
4021 N. 75th St., Suite 105
Scottsdale, Arizona 85251
(480) 312-7756

www.ScottsdaleAZ.gov/departments/City_Auditor

Audit Committee
Councilwoman Suzanne Klapp, Chair
Vice Mayor Virginia Korte
Councilman Robert Littlefield
City Auditor’s Office
Kyla Anderson, Senior Auditor
Lai Cluff, Senior Auditor
Cathleen Davis, Senior Auditor
Brad Hubert, Internal Auditor
Joanna Munar, Senior Auditor
Dan Spencer, Senior Auditor
Sharron Walker, City Auditor

The City Auditor’s Office conducts audits to promote operational efficiency,
effectiveness, accountability, and integrity.

