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	GENERAL:
The purpose and focus of contract administration is to verify that requested supplies and services are obtained on time, within budget and are of good quality.  As such, contract administration constitutes the primary component of the procurement process that assures that the college obtains the best value for the purchased price.  

	
	

	OBJECTIVES:
1. Determine that policies, practices, procedures and internal controls regarding contract administration exist and are adequate.

2. Ensure contracts are monitored to prevent overruns.

3. Ensure contract expenditures are valid, supported, allowable and are processed completely, accurately and timely in accordance with college procedures and contract agreements.

4. Evaluate the efficiency and effectiveness of the contract administration process.

5. Any other audit objectives particular to the contract administration audit.

	
	

	PLANNING (Planning Section):
1. Prepare an engagement memo to announce the audit. 

2. Prepare Auditor’s Independence Statement. 

3. Obtain an understanding of the auditee’s operations through research and interviews.  Document the system of the area being audited, this includes all significant day-to-day operations and processes as it relates to contract administration; verify the accuracy of your understanding with auditee. 

4. Perform a general overview of the internal control environment and establish the scope of the audit, document in general section above.

5. Ensure that management has considered potential fraudulent activities by inquiring with management about their knowledge of fraud opportunities within the department and the steps they have taken to minimize these opportunities.   

6. Develop appropriate audit tests to provide assurance that management’s objectives are being met, and that fraudulent activities have not occurred.  Document in audit work program. 

	
	

	INITIAL AUDIT PROCEDURES (Section A):

1. General
a. Obtain the following, where applicable:
i) Policies and Procedures (P&P)
ii) Organizational Charts
iii) Prior Audit Reports
iv) External Auditor Management Reports
v) Regulatory Examination Reports
vi) Related Information Regarding Laws and Regulations

b. Review all information above to ensure:
· Compliance with all relevant policies and procedures;
· Proper segregation of duties exists (org chart + system doc);
· Corrective action plans to address noted deficiencies in prior examination reports or by external auditors have been implemented;
· Compliance with all relevant regulatory laws and guidelines.

	
	

	INFORMATION UTILIZED (Section B):

1. Forms Utilized [where applicable]

a. Obtain copies of all forms used by the department/within the area of the audit.  
b. Evaluate for adequacy and effectiveness.
c. Review forms used and practices to ensure that redundancies or inefficiencies do not exist.

2. Generated Reports [where applicable]

a. Obtain copies or samples of all reports generated for the Contracts and Purchasing Services Department (“Purchasing”) and determine their use and distribution.  Include system reports and manual reports if necessary. Ensure that the information presented in these reports is tested or analyzed at some point in the audit program.  

	
	

	AUDIT TESTING  (Section C):
1. Contract Administration

a. Review the method utilized by Purchasing to track contracts throughout the college.
i. Evaluate for adequacy and effectiveness.

b. Develop and distribute a questionnaire in order to determine if there are contracts that exist outside of those maintained by Purchasing.
i. Document results.
	
	

	2. Contract Monitoring

a. Select a sample of active contracts from those maintained by Purchasing, as well as those noted from the questionnaire distributed from 1.b above.
i. Prepare a contract control schedule which includes the following:
· Contract vendor
· Contract type
· Contract period
· Authorized amount
· Expended as of the audit date.
· Under/Over expended
· Contract administrator
· Departments effected by the contract

b. Ensure the contract was signed/approved by authorized college personnel.

c. Ensure that the contract was assigned to a contract administrator in the applicable department that has sufficient knowledge and experience to adequately monitor the contract.

d. Determine whether or not Purchasing has a copy of the contract.

e. Determine the method by which the contract was awarded, to ensure that the contract was issued within purchasing guidelines and that the contract file contains adequate documentation to support the selection.

f. Review insurance documents and verify they were for the required amount, valid for the contract period and identified the College as additional insured.  Trace and agree to insurance requirements per contract documents and specifications.

g. Ensure a “right to audit clause” is included in the contract.

h. Review requests for renewal (if applicable) and verify that proper approval was obtained.

i. Review documentation to support contract modifications (if applicable) and ensure proper approval was obtained.

j. Ensure that the contract is complete, clear, sufficient and valid monitoring standards and is adequately detailed to protect the college (i.e. addresses things such as cost overruns, etc).

k. Ensure that the contract was reviewed by legal counsel, if necessary.

l. Review supporting documents to ensure that the goods/services have been delivers as requested.
 
m. Review supporting documents to verify that an authorized individual has verified contract compliance of the delivery of goods/services prior to approving the payment.

n. Verify billable rate/amounts with the contract agreement to ensure accuracy.

o. Verify that the contract administrator within the department is identifying and adequately documenting contract problems and violations in a timely manner.  

	
	

	3. Contract Close Out Procedures

a. Select a sample of closed contracts from those maintained by Purchasing, as well as those noted from the questionnaire distributed from 1.b above.

b. Obtain a list of payments on these contracts and verify that no payments were made after the contract expired.

c. Ensure that the total payment was not more than the amount allowed within the contract.

d. Determine whether the contract has been renewed, a new contract has been issued or if a month-to-month agreement is in place.

e. Determine whether the contract was signed by authorized personnel.

f. Determine whether Purchasing has a copy of the corresponding insurance documents.

g. Determine whether Purchasing has a copy of this contract on file.
	
	

	REPORTING:
1. Document summaries of all audit findings as soon as exceptions are noted.

2. Recommend to auditee any appropriate adjustments, internal control or operational recommendations as a result of the review.

3. Determine whether to include each audit finding in final audit report based on the audit disposition, the overall materiality to the audit and the relative risk exposure.

4. Prepare the draft audit report for review by auditee.

5. Distribute tentative and preliminary report to VCFA for review.

6. Conduct closing conference with auditee and obtain corrective action plan.

7. Compile final audit report.

8. Submit final report to distribution list.

9. Present final report the Board Budget and Audit Committee.

	
	

	POST AUDIT:
1. Organize all relevant workpapers in a clear and logical and manner and cross reference audit steps to their corresponding workpapers.

2. Compile and securely store audit CYA files for reference if needed.

3. Update Audit Index with audit information.

4. Send Post Audit Survey to auditee.
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Date: 					










