16

DATA MINING AUDIT REPORT
Legislative Division of Post Audit
MARCH 2009 09CC02.1



OYEFICE OF RIISIM
NI U DUl

& FINANCIAL PLANNING

The University of Kansas

March 16, 2005

Barbara Hinton

Legislative Post Auditor

800 SW Jackson Street, Suite 1200
Topeka, KS 66612

Dear Ms. Hinton:

Thank you for the opportunity to respond to the performance audit, Business Procurement
Cards: Expanding Their Use To Increase Cash Rebates to the Stote. Both the Lawrence and Medical
Center campuses were identified as agencies that could potentially benefit from more broad use of the
Business Procurement Card (BPC). We agree.

Over the past 8 months the Purchasing Office at Lawrence has been gearing up for broader use
of the BPC. In August 2008, we met with VI5SA and UMB to discuss their BPC Optimization Program. As a
result of this meeting, we provided expenditure data to VISA and they analyzed the amount we spend
and where we spend it in an effort to determine how we could make optimal use of the BPC. Using this
data, we made changes to the program last fall that have resulted in a three-fold increase in our
program. The Lawrence campus is also phasing in a new policy that will require that the BPC be used for
all transactions that are less than 55,000 with vendors who will accept the BPC as a means of payment
at no additional cost.

The Medical Center is also moving more transactions to the BPC. We are already mandatory for
certain contracts like Office Supplies, and are moving all AT&T land-line payments to the BPC. We are
also looking at contracts with Dell, FedEx, UPS and various facilities materials contracts to BPC.

| appreciate the opportunity to respond to this audit. Please let me know if you have any
guestions or need additional information.

Sincerely,

"

| - Y
wrk’;l(«\f}-» : '\iﬁ%&fﬂ .
Theresa Gordzica E

Chief Business & Financial
Planning Officer
Cc: Ed Phillips
Mike Keeble
Diane Goddard
Barry Swanson
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March 13, 2009

Ms. Barbara Hinton

Legislative Post Auditor
Legislative Division of Post Audit
800 SW Jackson Street, Suite 1200
Topeka, Kansas 66612-2212

Re: Draft Performance Audit Report: Business Procurement Cards: Expanding Their
Use To Increase Cash Rebates to the State

Dear Ms. Hinton:

Thank you for the opportunity to respond to the draft performance audit report Business
Procurement Cards: Expanding Their Use To Increase Cash Rebates to the State. We
always appreciate the professionalism of your staff and their efforts to learn about the
programs of SRS and the customers we serve.

SRS recognizes the value of using Business Procurement Cards (BPC) for the State of
Kansas. Prior to the start of the audit, we had begun the process of assessing where the
BPC program would work best in the Department and in determining what controls and
processes we needed to have in operation before it was implemented. This assessment
effort started over a year ago and in the last year we have expanded the use of BPC
throughout the agency. Although we started slowly in implementing the program and did
so intentionally to make sure staff were adequately trained and procedures and controls
were in place, we now believe that use will increase substantially in the next year.

The report stated that some state agencies indicated the BPC may not be the best option
in making purchases, even when rebates are available. We concur with this opinion
especially when the agency has already negotiated a contract for major purchases at a
greatly reduced cost to the State of Kansas. This often occurs with contracts such as
those with Dell. In these instances, the amount of rebates may not be as significant as the
cost reductions inherent in the agreement with the vendor.

We intend to continue to expand our use of Business Procurement Cards as is suggested
in Recommendation # 3 of the report, and will do so as long as it cost-effective. We want
to be sure that the need to secure “additional rebates”, which is one of the key selling
points of the program, is balanced against the costs of additional controls to secure the
cards against loss and misuse.

As part of our effort to develop the BPC program in SRS, our administrative staff have
worked with our internal audit staff to develop our policies and procedures. These
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procedures include guidelines for how these cards are to be controlled and monitored. As
we further implement the BPC in SRS, we will again review our procedures to ensure the
cards are controlled and the program is expanded appropriately.

Should there be any further questions about the BPC program in SRS, please do not
hesitate to contact us for further clarification.

Sincerely,

S

Don Jordan
Secretary

cc: Laura Howard, Deputy Secretary, SRS
Theresa Addington, Director, SRS Accounting and Administrative Operations
Mary S. Hoover, Chief Audit Executive/Director, SRS
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TO: Levi Bowles, Legislative Post Audit

FROM: Mary L. Herrin, Vice President for Administration and Finance, Wichita State University
DATE: March 16, 2009

SUBJECT: Response to Legislative Post Audit on Business Procurement Card

Thank you for the opportunity to respond to your email of March 16" concerning the updated Legislative Post Audit
recommendations surrounding the Business Procurement Card. Wichita State University agrees with your report.
We have formed a group of individuals from our Purchasing and Financial Operations Offices to:
1. Review areas where we can increase the usage of the BPC on our campus. We plan to look into
the high volume vendors including Dell, Corporate Express, Grainger and Federal Express, and
identify other vendors where we can increase card usage.

2. Work with individual campus departments to maximize their use of the card for all transactions
under $5,000 for vendors who accept the BPC.

3. Design and develop improved internal management reports that provide information on card
usage.

4. Maintain and enhance our current internal controls related to card usage.

Please call if you need any further information.
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