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OVERVIEW

BACKGROUND
Tucson ULhified Scool District (District) has a centralized accounts pyable dvision; t manages
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OBSERVATIONS

Excluded from this internal audit werepayments unrelated to W9 vendors, benefits managed by
Human Resources, Payroll, and transactions not processed through the AP department.

Results of the internal audit were obtained by evaluating the department’s activities to determine
compliance with applicable district policies, procedures, regulations, laws, state standards and
guidelines.

Applicable observations and findingswere communicated to the account’spayable manager
during the exit meeting to confirm, verify, and obtain clarification vere necessary.

Opportunities for improvement



OBSERVATIONS

Criteria; United Stées Government Accountability Office GAO- Sales Bxes ‘In 1992, the
Supreme Court ruled in Quill v North Dakota that a gate can only require a business to ollect
and remit sales tx if the business las substantial presence, eferred to as nexus, n that state.
However, the decision gated that Congress ould pass kgislation to overrule this imitation. In
general, under present law,fia seller does not have nexus in a tate, and therefore does ot
collect tax, then a purchaser $ required to pay a use tax in the same amount to hs or her gate
government.

State of Arizona House of Representatives. House B (HB) 2757 -“Arizona is an origin-based
sourcing; this means, the vendor is responsible for applying the TPT ate determined by the
ship-from address on dl taxable sdes.” Furthermore, the bill introduced a new economic
(dollar-based) nexus stadard for businesses that have no physical presence in the statg.”

Arizona Department Of Revenue (ADOR) Publication 610 4 Ta- : "... The use tax is imposed
upon the purchaser of tangible personal property which is used, stored, or consumed in
Arizona when the sale was not subject to the transaion ubject to



OBSERVATIONS

Cause: The department manual does not diferentiate distribution of added cost to
non-taxable or non-shippable line items. P-0.033 993t 323 Tc 0t 323 Tj Oc 0t0 Td 21 /Pagination >>BDC -21.446 -¢
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OBSERVATIONS

Transactions | Finding Description
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OBSERVATIONS

Purchase order reflects sales tax at 8.7%; howevéris is an out of state vendor.
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Sub-Total: $5-~
APPROVAL SIGNATURES —
Fraight, 2479
Tax: §430

iVisions reflectstax payment of $439.96, an 8.7% sales tax, not th@% shown on the iVisions
screeen, nor the use taxof 5.6%.

e pre .
: S S A Fax 2 1284
Greerrvile TX 15402 EMail sales @
USA
|I'IVO| - smm s P, 1of1
Sold To: Ship To:
Tucson Unified School District Property Cogly ="
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mg{ 5,304 92

The sygem does not automatically change/update the sales tax percentagedm its defaulted
10% sales tax



OBSERVATIONS

Cause: iVisions does not automatically update initial sales tax
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OBSERVATIONS

Cause: Accounts Ryable Managemer is aware the department’s manual needs to ke
updated. The delay in updating the manual ha()Tj EMC ET 0Os
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CONCLUSION

CONCLUSION

The audit was performed to determine the Accounts Payable department’s compliance with
applicable standards and egulations. The objectives were designed to assist wh the evaluaion of
the department’s overall operation including but not limited to, their efficiency of their processes,
implementation of procedures, and strength of their internal controls. The objectives were
achieved by conducting nterviews, eviewing transactiors, aralyzing data, tesing internal controls,
and assessing applicable plicies and procedures Observations resulting fom the tested sample
have been listed in he body of this report; they indicate areas ih need of improvement to minimize
risks and enhance overall compliance

Internal audits @n only provide reasonable @&surances, never absolute assurances, on audits
performed.

The OIA fndings are based m district policies, cepartment’s handbook for standard operating
procedures, applicable giidelines, and governing standards.

A follow up audit may be conducted within six months from the date of the final report.
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https://www.gao.gov/assets/gao-18-114.pdf
https://azdor.gov/transaction-privilege-tax/retail-sales-subject-tpt/out-state-sel02 933 6039 934ir3
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Nanonets -Image 3- Three-way match retrieved from nanonets automated data capture -Three-
Way Matching Guide: Concept, Processes, Automation (nanonets.com)

USFR -\¢B-1- Introduction- “Accounting records and procedures (i.e., methods) compristhe
accounting system through which a district identifies, ssembles, analyzes, classifies,
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https://nanonets.com/blog/three-way-matching-3-way-matching/

APPENDIX C

GLOSSARY

Best Practice “A procedure that has been shown by research and experience to produce optimal

results and thatis established or proposed as a standard suitable for widespread adoptiGhpefined
by Merriam Webster

Blanket Purchase Order“A blanket order, blanket purchase agreement or call-tf orderis

a purchase order which a customer faces with their supplier to allow multiple delivery dées over a

period of time, often negotiated to take advantage of predetermined pricing. It is normally used

when there is a recurring need for expendable goods. Blanket orders are often used when a

customer buys large quantities and has adbtained special discounts. Bsed on the blati dt3j 0.j 0 (d)-5.0:«
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Internal Qntrol — “A plan of organization under which employees' duties are arranged, and
records and procedures ae designed, b make it possible to eercise effective control wer
processes. Internal control procedures tich call for proper authorizations by designated dficials
for all actions performed that must be specified and followed.” https://global.theiia.org

Market Basket — “Amarket basket or
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Transadion Privilege Tax (TH) —This is a tax placd on the vendor for the privilege o
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Document was senotinternal audit m 4/25/22 at 451 PM by Ms. Hewitt, Manger of the A#pt.

Internal Audit Draft Report Responses4/25/2022

Audit Olservations and Recommendations

1. Accounts Payable District Policy
A. Will contact Legaio develop an AP Policy.

2. Equal Disbursement of Taxes

A. There is a written process about taxable and non-taxable item#l 4dd it to the AP
manual

B. AP already distributes the tax/shipping against the appropriate lines. | will uw56uh[T
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