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The Office of the Auditor General herewith transmits Audit Report No. 17-14, A Special Review
of Accounts Payable Duplicate Payments to Vendors. The audit was conducted with the
following objectives:

1. Determine whether Accounts Payable processed duplicate payments.
2. Determine whether Accounts Payable detected duplicate payments.

Analysis of the vendor invoices over a four-year period for fiscal years 2011 through 2014
identified 4,263 invoices that were potentially paid twice. From these invoices, we examined
supporting documentation for 246 invoices.

Our examination of these 246 invoices found that 70 (or 28%) were duplicate payments. This
percentage of actual duplicate payments is an indication that duplicate payment processing
could be a significant issue within Accounts Payable.

Accounts Payable did not detect that the 70 invoices totaling $48,370 were paid twice. Accounts
Payable does not have written policies and procedures to prevent, detect, correct, and recover
duplicate payments.

If you have any questions about this report, please contact our office at (928) 871-6303.
Attachment

XC: Lorena Eldridge, Accounting Manager
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INTRODUCTION AND BACKGROUND

The Office of the Auditor General has conducted a special review of Accounts Payable duplicate
payments to vendors. This review extends from a prior analysis (report no. 14-11 issued March
31, 2014) that was performed on the Vendor Address Book maintained by the Office of the
Controller.

Accounts Payable Section and Payment Process

A duplicate payment involves more than one payment on the same invoice and the subsequent
payments are considered overpayments that should be recovered.

The Office of the Controller Accounts Payable Section is responsible for ensuring that payments
are made in a timely, accurate, and efficient manner to vendors. The Navajo Nation Council
Budget and Finance Committee have oversight authority for the Office of the Controller.

The Accounts Payable Section utilizes an automated accounting system, referred to as the
Financial Management Information System, to process payments. Accounts Payable processes
payments using four common payment methods: 1) procurement cards (i.e. credit card), 2)
request for direct payments, 3) purchase order payments, and 4) wire transfers.

There is a risk for duplicate payments on all the four payment methods; however, this special
review on duplicate payments to vendors focused only on analyzing two of the voucher
payment processing methods, those using the request for direct payment and those using the
purchase order payment methods.

Objective, Scope, and Methodology

For this special review, the Office of the Auditor General established the following audit
objectives:

1. Determine whether Accounts Payable processed duplicate payments.
2. Determine whether Accounts Payable detected duplicate payments.

We used data analytic software in fiscal years 2011 through 2014 to identify the 4,263 potential
duplicate payments of vendor invoices based on input variations. These variations included the
invoice number, vendor number, invoice amount, and invoice date. The 4,263 vendor invoices
totaled $1,218,100. The analysis from the 2014 audit report stated these as “potential” duplicate
payments since there was no review of support documentation on the Vendor Address Book
data analysis.

The scope of this audit was limited to these 4,263 vendor invoices flagged as potential duplicate
payments from this data analysis for fiscal years 2011 through 2014 (October 1, 2010 through
September 30, 2014).



In this special review we examined supporting documentation for a sample of these invoices
and performed other procedures as follows:

L J

Reviewed applicable Accounts Payable policies and procedures for processing
payments.

Interviewed staff from the Office of the Controller, Accounts Payable, Payroll, and
General Accounting Sections to obtain an understanding of payment methods and
applicable processes.

Evaluated the process for direct payment and purchase order methods to gain a better
understanding of the internal controls.

Selected a judgmental sample of 376 invoices of 4,263 invoices (or 9% of transactions)
totaling $150,441 out of the $1,218,000 total dollar amount of invoices (or 12%) for test
work.

Examined available support documentation to confirm the duplicate payments.

Government Auditing Standards

We conducted this performance audit in accordance with generally accepted government
auditing standards. 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.

The Office of the Auditor General and staff express their appreciation to the Accounts Payable
staff and all other entities who contributed to this audit for their cooperation and assistance
throughout this audit.



REVIEW RESULTS

FINDING I: Accounts Payable processed duplicate payments.

While 376 vendor invoices were selected as a sample from the identified 4,263 vendor invoices
Accounts Payable was only able to provide support documentation for 246 (or 65%) of the
selected sample.

We examined these 246 vendor invoices and found 70 (or 28%) of these payments were actual
duplicate payments. This percentage of actual duplicate payments is an indication that
duplicate payment processing could be significant issues within Accounts Payable. Table 1
summarizes the audit sample population, selected payments, and verification results.

Table 1
Verified Duplicate Payments Stated as % of Number of Invoices
and % of Dollar Value of Invoices

FY 2011 - FY 2014
Number of Value ($)
lj:i:‘]:z;c(e? invoices of Value of invoices
(% of #) invoices (% of $)

, 2oh S ____ Sample Population S
Vendor invoices analyzed 4263 . . o j $1,218,100 - -
Judgmentally o o
selected invoices for 376 . 9@ of Venilor $150,441 . 12{0 of venldor d
current review invoices analyzed invoices analyze
Less: Invoices without 35% of sampled 28% of sampled
documentation (130) invoices (341,507) invoices

. . . 0 )
Examined invoices for 246 65 /). of sa.lmpled $108,934 72 A:' of sz.impled
current review invoices invoices
- s e . 280 f . 0, . d
Vered gl o | feamined | gugzug | % poanine
Vendor had more than 89% of verified 98% of verified
one unique address book 62 duplicate $47,904 duplicate
number® payments payments
Staff accented copies of 50% of verified 50% of verified
e op 35 duplicate $24,042 duplicate
Vol Ppayments payments
Copies of invoices had no 15 43% of accepted $4,080 17% of accepted
justification letter(® copies of invoices ! copies of invoices
S Y o v
Staff entered inconsistent % dOf vgnﬁed 4% of v.erlﬁed
N @ 6 uplicate duplicate
invoice numbers $2,064
_payments payments

@ The test work results are overlapping.
Source: Auditor General verification of invoices.




The following control issues contributed to duplicate payments:

e The Accounts Payable staff processed invoices to vendors that have multiple address

book numbers in the Financial Management Information System Vendor Address Book.
The Accounts Payable Standard Procedures states that each vendor within the Financial
Management Information System Vendor Address Book shall have a unique vendor address
book number assigned to each vendor. Of the 70 verified duplicate payments, 62 (or 89%) were
made to vendors with more than one unique address book number assigned in the address
book. Since the Office of the Controller’s internal process for creating and managing address
book numbers for vendors within the Financial Management Information System was not
clearly defined, Accounts Payable staffs were creating multiple vendor numbers for the same
vendor.

e The Accounts Payable staff accepted copies of invoices without written justification.
Accounts Payable Invoice Entry Guidelines requires original invoices in order to make
payments to vendors. In the absence of original invoices, the Accounts Payable manager
requires written justifications to support payments based on copies of invoices. 35 of 70 verified
duplicate payments did not have original invoices and were processed based on a copy of the
invoice. 15 of these 35 (or 43%) were paid without an attached written justification. The
duplicate payments occurred because the departments/programs had re-submitted invoice
copies after the original invoices were processed for payment. The Accounts Payable
supervisors did not monitor its processes to ensure staffs were processing payments only from
original invoices or copy of invoices with written justification.

e The Accounts Payable staff was inconsistent in processing invoices that lacked invoice
numbers.

Many invoices received from vendors did not contain invoice numbers. As such, the Invoice
Entry Guidelines were established to provide consistent procedures for Accounts Payable staff
on how to enter invoice numbers when processing invoices that lack pre-numbers. A pre-
number on an invoice identifies a specific transaction for the vendor and once entered into the
accounting system, the number can be used to track the status of the payment processing for
that specific transaction. Out of the 70 verified duplicate payment invoices reviewed, the
invoice numbers for 6 invoices (or 9%) were inconsistent because the staff did not follow the
format outlined in the guidelines.

Recommendations:

1. The Accounts Payable manager should clearly define and implement standards for
setting up vendor addresses.

2. The Accounts Payable staff should accept only original invoices or copies of invoices
with written justification. In addition, Accounts Payable supervisor should monitor the
payment processing to ensure staff is paying from original invoices or copies of invoices
with justification attached.

3. The Accounts Payable manager should require consistent invoice numbers when the
original invoice lacks a number according to the Invoice Entry Guidelines.



FINDING II: Accounts Payable did not detect invoices that were paid twice.

Accounts Payable did not detect the 70 invoices paid twice totaling $48,370. The invoices paid
twice were to 11 vendors and ranged from $120 to $18,425 each.

Written policies and procedures serve as important control measure to assist management and
staff in preventing, detecting and correcting errors, and recovering funds as a result of such
errors. Accounts Payable was unable to detect the invoices that were paid twice because it does
not have policies and procedures for detecting duplicate payments to vendors.

Recommendation:

1. Accounts Payable should develop written policies and procedures that address how to:
detect duplicate payments

document duplicate payment detection and recovery activities

obtain reimbursements from vendors that received payment twice

monitor the recovery of invoices paid twice

anoe



CONCLUSION

Analysis of the vendor invoices over a four-year period for fiscal years 2011 through 2014
identified 4,263 invoices that were potentially paid twice. From these invoices, we examined
supporting documentation for 246 invoices.

Our examination of these 246 invoices found that 70 (or 28%) were duplicate payments. This
percentage of actual duplicate payments is an indication that duplicate payment processing
could be a significant issue within Accounts Payable.

Accounts Payable did not detect that the 70 invoices totaling $48,370 were paid twice. Accounts
Payable does not have written policies and procedures to prevent, detect, correct, and recover
duplicate payments.
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TO: Elizabeth Begay, CIA, CFE
Auditor General
OFFICE OF THE AUDITOR GENERAL

Jim R. Parris, Controller

OFFICE OF THE CONTROLLER
FROM: )

Lorena Eldridge, Accounting Manager

OFFICE OF THE CONTROLLER
DATE: December 20, 2016

SUBJECT: FMIS (Address Book=AB) Special Review of Duplicate Payments

On behalf of the Office of the Controller, the Special Review of Accounts Payable Duplicate
Payments to Vendors-Report No. 17-xx December 2016; hereby updated as a Management
Summary; several key status indicators for the delays have to do with implementation of the
new archive module within the FMIS. We hired an Accounts Maintenance Specialist in April 2016
to handle the Navajo Nation (NN) FMIS AB setups and is still going through training to be a well
prepared specialist that is a critical issue for us now. In conjunction with this initiative we also
hired a new Accounting Supervisor. Critical risks, trends, similar factors to achieve the CAP will
go beyond 12/30/2016. A significant issue with implementing the Archive module after
upgrading the FMIS is the necessary testing by all Office of the Controller’s Accounting
Departments. Quality plan status, significant deviations from plan thus far is the financial

support.

The root problems for duplicate payments are multiple AB number for the same vendor,
incorrect invoice number, copy of invoice used, and departments/programs submitting more

than one invoice.

Our resolution is to purge AB numbers with no activity from 2003 to 2016 FMIS report
R550101 will show evidences, monitor the dependability of invoice entry guidelines manual and
run FMIS report R04601 suspected duplicate payments every Friday going forward, copies of
invoices will be returned to departments/programs for an original.

Our action plan is to flag (H=hold) duplicate AB number with security access only, the invoice
entry guidelines will be revised, continue to train 00C staff and NN departments and programs
on AB consequence, adding a check-off list to the AB policy will limit and restrict adding new AB
numbers and will apply for TIN matching with the IRS to verify W9 and require TIN for all

vendors doing business with the NN.
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In conclusion the Office of the Controller is appreciative of the special review on duplicate
payments which stem from the NN departments submission of financial documents and working
to clean up the vendor AB is our mission. Should you have any questions please contact me at

928 871-6306 or leldridge@nnooc.org

Cc: Accounting Managers/0O0C
Yolanda Gene, Accounting Supervisor

Elsie Julian, Senior Accountant/Program Administrator
Natalie Conley, AMS/Address Book designee



