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EXECUTIVE SUMMARY
Authority
This audit was conducted pursuant to Section 1.203(c), Charter of the City of Jacksonville,
Section 602.303(a-c), Ordinance Code, and the 2016 Office of Inspector General’s (OIG) Audit
Plan.
Scope
The OIG conducted an audit of open purchase orders and contracts of the executive branch of the
City of Jacksonville. The purpose of this audit was to determine whether there existed adequate
processes, protections, and controls regarding the monitoring of open purchase orders and
contracts for the receipt of goods and services, for invoice payments, and for the subsequent
closeout of purchase orders and contracts. Initially, the scope of the audit was directed only at
purchase orders; however, subsequent review determined that contracts and encumbrances
should also be included within the scope of the audit. The period under audit included all open
purchase orders and contracts as of January 2016.
Objectives
The objectives of the audit were to ensure that:






Appropriate policies exist and are implemented;
Open purchase orders are adequately monitored to ensure that inappropriate purchases
are not made;
Contracts and encumbrances with little or no activity are adequately monitored to ensure
inappropriate purchases are not made;
Purchased services and goods are received and are in accordance with the terms and
purposes of the purchase orders and contracts; and
Purchase orders and contracts are closed in a timely manner.
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OIG determined that ninety to ninety-five percent of purchase orders and contracts are performed
and closed in a timely manner. OIG found no evidence that inappropriate purchases of goods
and services were made. However, the audit disclosed one finding and one observation.
Findings
Current procedures and processes are inadequate to ensure that open purchase orders and
contracts are adequately monitored for closure and the return of residual funds either to the
general fund or to department budgets as appropriate. As a result, there are significant funds
obligated to open purchase orders and contracts that could be put to better use, or accounted for
in a more current and timely manner. This audit identified $3,327,218 in funds that are
unnecessarily restricted.
Recommendation
OIG recommends the following:
1. The Procurement Code, the Procurement Manual, and/or other policies and procedures
should be modified and enhanced to ensure the adequate monitoring of open purchase orders
and contracts, so as to ensure that funds are released from open purchase orders and contracts
when the purchased activities or goods are complete. Purchase orders and contracts should
be canceled or closed in the procurement system if the contract has expired, or goods and
services have not been purchased for a significant period of time.
2. That 88 purchase orders and 36 contracts be either closed or cancelled. The associated
unexpended funds totaling $3,327,943 should either be returned to the general fund or to
department budgets, as appropriate; or transferred or assigned as appropriate to new purchase
orders or contracts in accordance with the procurement code.
Observation
During the course of the audit, 86 accounting encumbrances, created on May 13, 2011, totaling
$72,747,316, were identified. The audit revealed that $71,453,006 or 98.2% of the original
$72,747,316 in funds encumbered have not been expended. In comparison, there are no
outstanding encumbrances for fiscal year 2012, and less than one percent of the encumbrances
for fiscal year 2013 remain outstanding and unexpended. This is a peculiar circumstance that
should be reviewed by management. See the Other Matters section of this report for more
information.
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Economic Impact Statement

Alternative Use Funding / Agreed Funds identified within the accounting, contractual and
procurement system which OIG and management agree are available for alternative use or reappropriation.
$

694,102

Alternative Use Funding / Disputed: Funds identified within the accounting, contractual and
procurement system which OIG believes, and management disputes are available for alternative
use or re-appropriation.
$ 2,366,304

OIG appreciates the support and cooperation received from all departments during the course of
this audit.
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AUTHORITY
This audit was conducted pursuant to Section 1.203(c), Charter of the City of Jacksonville,
which established the Office of Inspector General (OIG) and its auditing function in the Charter;
Section 602.303(a-c), Ordinance Code, which implemented the Charter in the City Code; and the
2016 Office of Inspector General’s Audit Plan.
BACKGROUND
The Procurement Division of the City of Jacksonville’s Finance and Administration Department
has the primary responsibility for the bidding and award processing of purchased goods and
services. According to the City’s Procurement Manual and the corresponding provisions of the
City Code, the departments that initiate purchase orders and contracts are ultimately responsible
for the implementation and management of the purchase orders and contracts once they have
been awarded.
City departments must adhere to the procedures outlined in the Procurement Manual for both
informal and formal purchases. An informal purchase order is defined as “the purchase of
supplies, professional services, contractual services, professional design services or capital
improvements, where the estimated costs or fees thereof do not exceed the applicable formal
threshold amounts.” Formal purchase orders and contracts require the solicitation of bids in
accordance with the procedures defined in the Procurement Manual, Chapter 126, Ordinance
Code, and Florida Statutes.
Both informal and formal purchase orders are entered into the Online Procurement Database,
JAXPRO. Supporting documentation for the bidding, solicitation and awards of purchased
services and goods are scanned and uploaded into JAXPRO. JAXPRO also has a footprint to
track the status of purchase orders from the receipt of goods and services to the invoicing and
payment for those goods and services as evidenced and processed by the accounts payable
section of the Accounting Division of the Finance and Administration Department of the City.
SCOPE, OBJECTIVES AND METHODOLOGY
The purpose of this audit was to determine the existence of adequate controls over the
monitoring of open purchase orders and contracts through the receipt of goods and services,
invoice payment, and the subsequent closeout of purchase orders and contracts. During the
planning phase of this audit, the focus was on understanding the control environment and overall
processes. Initially the scope of the audit only included purchase orders. However, it was
subsequently determined that open or active contracts and encumbrances should be reviewed,
and the scope of the audit was expanded.
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The scope of the audit included review and testing of the following:






Pertinent policies and work instructions
Open purchase orders
Open encumbrances
Outstanding contracts with little or no activity
Closeout and disbursement of funds of purchase orders

The period under audit included all open purchase orders and contracts as of January 2016.
OIG performed audit procedures to ensure the following objectives were met:






Appropriate policies and procedures exist and are implemented;
Open purchase orders are adequately monitored to ensure inappropriate purchases are
not made;
Contracts and encumbrances with little or no activity are adequately monitored to
ensure inappropriate purchases are not made;
Purchased services and goods are received and are in accordance with the terms and
purposes of the purchase orders and contracts;
Purchase orders and contracts are performed, paid, and closed in a timely manner,
with excess funds redirected to the department or General Fund as appropriate.

To accomplish these objectives, interviews were conducted to identify and document the
existence of controls over open purchase orders and contracts. Policies, procedures, and other
applicable documents were reviewed to further substantiate and identify the existence of certain
key controls. OIG also performed substantive tests to determine the effectiveness of key
controls.
This audit was conducted in accordance with generally accepted government auditing
standards. Those standards require that the auditor plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for findings and conclusions
based on audit objectives. OIG is satisfied that the evidence obtained provides a reasonable
basis for findings and conclusions, based on the stated audit objectives.
FINDINGS
Current procedures and processes are inadequate to ensure that open purchase orders and
contracts are adequately monitored for the release of residual funds to be returned either to the
general fund or to department budgets as appropriate. As a result, there are significant funds
obligated to open purchase orders and contracts that could be put to better use. This audit
identified $3,327,218 in funds that are unnecessarily restricted.
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Details supporting these results are as follows:
Total
Residual
Funds

Total Funds
Yet to be
Disbursed

% of
Total

225,527

$

176,727

78%

322,557

$

322,557

100%

Total
Reviewed

Total to Close
or Cancel

Open (formal and informal)
purchase orders

66

61

$

Open formal purchase orders issued
between 2006 and 2014 for which no
goods or services have ever been
received

27

27

$

Open contracts issued between fiscal
years 2000 and 2014 with residual
balances for which there has been no
activity in the past two years

71

36

$ 39,981,605

$ 2,828,659

Totals

164

124

$40,529,689

$ 3,327,943

Category

7%

Note: numbers in table are revised from draft report due to exclusion of a $726 purchase order.

During the planning phase of the audit, OIG requested that the Procurement Division provide
a listing of all purchase orders outstanding more than three years. The listing provided
reconciled the City’s FAMIS accounting system to JAXPRO. The listing contained 66
purchase orders issued between 2006 and 2012 with total residual balances of $225,527.
Further review of these purchase orders disclosed:
a. $96,585 remained on eight purchase orders for which no goods or services were
recorded as purchased.
b. $103,351 remained on 28 purchase orders for which goods and services were
recorded as partially received.
c. $25,591 remained on 30 purchase orders that had been closed in JAXPRO.
OIG contacted each department responsible for the 66 purchase orders to determine why the
purchase orders remained opened. The departments agreed that the purchase orders should
be closed or cancelled for 61 purchase orders. Public Works indicated that five purchase
orders with residual balances totaling $48,799 should remain open.
OIG generated a report from JAXPRO of all formal purchase orders issued between 2006
through January 28, 2016. There were 27 purchase orders with residual funds of $322,557
issued between fiscal years 2008 and 2013 for which no goods or services have ever been
received. None of the funds on these 27 purchase orders had been released in FAMIS to an
appropriate holding account.
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OIG generated a report of all open purchase orders, encumbrances and contracts from
FAMIS. Further examination was conducted on 71 open contracts issued between 2000 and
2014 with an original dollar value of $69,512,323 and an aggregate remaining balance of
$39,981,605. OIG noted the following:
a. 53 of the contracts with residual balances totaling $37,855,297 were tied to active
capital projects. However, there were no purchases or other activity on 18 of these
contracts with residual balances totaling $702,260 for at least two years, to as far back
as 2006. No purchases have ever been made for one of the 18 projects with a residual
balance of $24,981.
b. Four of the contracts with residual balances totaling $72,722 were tied to closed
projects. The last activity on these projects occurred between 2010 and 2015.
c. 14 of the contracts with residual balances totaling $2,053,677 were tied to capital
projects that have not been closed, but for which no purchases or other activity
occurred between 2007 and 2014. Based on consultation with the Public Works staff
the following was determined:
o The vendor for one contract with a $60,000 residual balance went out of
business. There have been no purchases under the contract since May 2014
and the project remains incomplete.
o On one contract GAD failed to liquidate or release residual balance of
$47,196 as requested by Public Works. There have been no purchases or
other activity on this contract since January, 2014.
o Four contracts with residual balances totaling $759,588 were transferred to the
Jacksonville Transportation Authority (JTA), but there have been no
purchases under the contracts from dates ranging between 2007 and 2014.
o One contract was extended through September 30, 2018 or until the all
appropriations have been spent for one contract with a residual balance of
$1,135,063. However, no purchases have been made under the contract since
July 2014.
o Eight contracts with residual balances of $51,829 were unencumbered as a
result of the OIG review.
The Procurement Manual assigns responsibility for managing contracts or purchase orders to the
departments that requested the goods and services, once the purchase orders and contracts have
been awarded. The status of each purchase order needs to be updated in JAXPRO to reflect that
all services and goods have been received. More importantly, funds on purchase orders and
contracts need to be released and redirected in the FAMIS accounting system in order for the
residual funds to be released.
The Accounting Division has a year-end closing practice to inquire of all departments on the
status of open purchase orders and contracts. However, departments may not indicate which
purchase orders and contracts need to remain open and which need to be closed or cancelled.
Documentation was received from two departments that showed that the departments had
previously made requests to Accounting Division to close or cancel purchase orders and
contracts.
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The Administrative Services Department that handled some of the coordination of transactions
and services between departments, including the closure of purchase orders and the release and
redirection of funds from open purchase orders and contracts, was eliminated under the prior
administration.
Overall, it appears that neither the departments nor the Accounting Division performed adequate
monitoring to ensure that purchase orders and contracts were closed out and that residual funds
were redirected within a reasonable time after the contracts for the goods or services are
completed.
CONCLUSION
Residual funds on purchase orders and contracts are being obligated longer than
necessary. Failure to close or cancel purchase orders and contracts once all goods and services
have been received means that the appropriated funds are not released, and precludes these funds
from being put to better use. Funds should only be used for payments for services within the
scope of the purchase orders and contracted services. The possibility exists that residual funds
could be inadvertently overlooked or that residual funds may be used on the purchase of goods
and services provided by the same vendor that are not within the scope of the original purchase
orders and contracts, without amending the purchase orders and contracts. If the purchase
orders and contracts include funds received from the state or federal government, then care
should be exercised to ensure that unused funds do not have to be remitted back to the state or
federal government.
RECOMMENDATIONS
The Office of Inspector General recommends the following:
1. The Procurement Code, the Procurement Manual, and/or other policies and procedures
should be modified and enhanced to ensure the adequate monitoring of open purchase orders
and contracts, so as to ensure that funds are released from open purchase orders and contracts
when the purchased activities or goods are complete. Purchase orders and contracts should
be canceled or closed in the procurement system if the contract has expired or goods and
services have not been purchased for a significant period of time.
2. That 88 purchase orders and 36 contracts be either closed or cancelled. The associated
unexpended funds totaling $3,327,943 should either be returned to the general fund or to
department budgets, as appropriate; or transferred or assigned as appropriate to new purchase
orders or contracts in accordance with the Procurement Code.
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OTHER MATTERS

Observation:
During the course of the audit, 86 accounting encumbrances totaling $72,747,316 that were
created on May 13, 2011were identified. The audit revealed that $71,453,006 or 98.2% of the
original $72,747,316 in funds encumbered had not been released. In comparison, there are no
outstanding encumbrances for fiscal year 2012 and less than one percent of the encumbrances for
fiscal year 2013 remain outstanding. The OIG considered this to be an unusual circumstance and
made inquiries to the Comptroller and the Public Works Department to ascertain the status of
these encumbrances.
Based on the response from the Comptroller, the Accounting Division created unfunded
encumbrances for capital projects based on the various ordinances that were identified by the
Capital Improvement Plan (CIP) subcommittee as part of the Better Jax Plan (BJP). However,
there were (and remains) no funds available for these projects to be initiated and these
encumbrances have remained opened.
OIG does not consider this to be a finding or a significant issue; however, the circumstances
bring several questions to mind. Why were these encumbrances kept open, while all or nearly all
of the encumbrances for the subsequent two years were closed? Do these encumbrances
represent current priorities for the BJP? And, is the associated amount of $71,543,006 a useful
number to use in considering available funds or project costs? Given that these encumbrances do
not represent committed funds, OIG did not initiate additional audit procedures to address these
questions. However, management should review these encumbrances to determine if they serve
a useful purpose.

MANAGEMENT COMMENTS
OIG issued a draft report to the Administration on April 5, 2016. The administration responded
on April 20, 2016 and informed OIG that they have initiated responsive action to the OIG
recommendations. The Administration’s response is included in its entirety under Appendix 1.
Management Comments on Recommendation 1:
Near the end of the fiscal year, during the month of August the Accounting Division sends a
listing showing open purchase orders and open contracts to the applicable departments with
the instructions to review and close them by fiscal year end if the service or project is
complete. This process was not followed during the last mayoral administration. An additional
procedure will be implemented to up channel nonresponsive departments to the Chief
Administrative Officer and Chief Financial Officer so that they can address the nonresponsiveness with the applicable Department Directors.
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Management Comments on Recommendation 2 (part 1):
The Accounting Division and Public Works Department have reviewed the listing of purchase
orders and contracts provided inthe audit and agree that most of the purchase orders needed
closing by the using department. Management agreed that $694,102 of the $3,327,943 in
residual funding should be released and redirected. Eighty five of the 88 purchase orders
amounting to $462,355.35 have or will be closed by the end of the third quarter of this fiscal
year. Management maintains that the remaining 3 purchase orders need to remain open
because services are not complete.
OIG’s Response to Management Comments on Recommendation 2 (part 1):
OIG does not concur with management’s comments regarding the three purchase orders that
management intends to remain open until the services have been completed. The three
purchase orders totaling $36,929.67 were issued in fiscal year 2013 and no goods or services
were ever purchased under these purchase orders. OIG believes that the departments did not
adequately monitor the purchase orders to ensure the effective and timely purchases of
goods and services. OIG will conduct a follow up review to determine the level of progress
towards corrective action within the next three to six months.
Management Comments on Recommendation 2 (part 2):
Contracts are a different matter. The Public Works Department reviewed the 36 contracts
and only 13contracts amounting to $231,746.92 could be closed as identified in Management
Attachment Two in their response. There are various reasons that a contract may appear to be
inactive. For example, project funding may be appropriated from multiple sources,
different index codes, which are spent one at a time rather than equally during the life of the
project, which could be several years. Another reason for remaining active without
activity would be an outside party has control of the construction. An example is the
$1.1 million remaining in the zoo contract. The zoo management controls the pace by which
improvements are made at the zoo.
Management suggests that the lack of funding expenditures does not necessarily indicate an
inactive contract.
OIG’s Response to Management Comments on Recommendation 2 (part 2):
OIG does not concur with management’s comments. The additional information below
provides more information, previously supplied to Management, regarding the above
findings to address management’s comments.
1. OIG’s concerns with the exceptions observed in the review of 71 open contracts issued
between 2000 and 2014 stem from the lack of activity under the contracts reviewed and not
projects associated with the contracts and the lack of monitoring. Additional comments to
support the OIG’s stance are noted below:
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a. As noted in the report there were no purchases or other activity on 18 of these
contracts with residual balances totaling $702,260 for at least two years dating back
to 2006. The contract with a residual balance of $24,981, for which no purchases
were ever made, was issued for the Lavilla project in fiscal year 2007. Nine of the 18
contracts are tied to storm water projects and eight of the nine contracts are for the
same vendor. OIG believes that the departments did not adequately monitor these
contracts to ensure the effective and timely purchases of goods and services, and
failed to recognize that there residual funds were available.
b. OIG believes that the residual funds under the JTA contracts should have been
transferred since the contracts were transferred. The funds should follow the
transferred responsibility under the contracts, which total $759,588. OIG still
questions the lack of activity and monitoring under these contracts, not the projects.
c. The Zoo contract for the Asian Gardens with a residual balance of $1,135,063 is still
in question. The contract is outside of the annual contribution that the city makes to
the Zoological Society. The contract is between the city and the Zoo, not directly
with a landscaping vendor. As noted previously, no purchases have been made under
the contract since July 2014. The Zoo Finance Director has indicated that the
contract has been amended five times since the original contract was signed. No
projects have been completed under the contract since 2014. The Zoo has not started
any projects in the next phase of the plan. The completion for the remaining projects
is dependent on fundraising for other parts of the project, which are not covered by
the funds under contract. The city has made this commitment outside of the annual
contribution the city makes to the Zoological Society for managing the Zoo, which is
located on city owned property and facilities. OIG notes that the city has the right to
rescind the contract after a ten day notice. OIG questions why this commitment or
contribution was made under a contract for services when no services are to be
provided. It appears this contract is being used as a tool to provide an open-ended
funding source for Zoo. OIG believes that the departments did not adequately
monitor these contracts to ensure the effective and timely purchases of goods and
services.
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