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What OIG Audited

The Government Purchase Card Program was
created in the late 1980s as a way for Federal
agencies to streamline the acquisition process
by providing a low-cost, efficient way to obtain
goods and services directly from vendors. As of
September 30, 2017, the Department of State
(Department) Purchase Card Program had 1,950
cardholders, and spending in FY 2017 was
approximately $110 million.

The Office of Inspector General (OIG) conducted
this audit to determine whether (1) Department
purchase cardholders used their Government
card only for purchases allowed by laws and
regulations; (2) Department purchase
cardholders recorded purchases, documented
purchases, and reconciled monthly statements,
as required by Department policy; and (3) the
Department administered the Purchase Card
Program in accordance with established policies.

What OIG Recommends

OIG made five recommendations to the Bureau
of Administration that are intended to
strengthen internal controls over the Purchase
Card Program.

On the basis of the Bureau of Administration’s
response to a draft of this report, OIG considers
two of the recommendations closed and three
recommendations resolved pending further
action. A synopsis of the Bureau of
Administration’s comments to the
recommendations and OIG’s reply follow each
recommendation in the Audit Results section of
this report. The Bureau of Administration’s
response to the draft report is reprinted in
Appendix B.
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What OIG Found

OIG found that Department purchase cardholders generally
used their Government card for purchases allowed by laws and
regulations. OIG selected 580 transactions for review from

FY 2016 and FY 2017 and noted 17 exceptions. Specifically, OIG
found that three purchases had been split into six separate
transactions to circumvent micro-purchase limitations. In
addition, OIG found 11 transactions in which convenience
checks were inappropriately used to purchase catering
services. The exceptions occurred, in part, because of a need
to procure items quickly or confusion about Department
policy. The typically appropriate use of the purchase card by
Department cardholders can be attributed to internal controls
established by the Purchase Card Program Office to monitor
purchases, and OIG did not find any instances of cardholder
fraud, waste, or abuse.

However, OIG found that purchase cardholders did not always
record and document purchases or reconcile monthly
statements in accordance with Department policy. OIG found
that 157 of 580 (27 percent) transactions selected for review
were missing 1 or more required documents. OIG also found
52 of 580 (9 percent) transactions in which cardholders did not
provide evidence that monthly statements were reconciled.
OIG concluded that the missing documentation and lack of
evidence that monthly statements were reconciled were due,
in part, to the fact that cardholders did not maintain required
documents or did not document reconciliation efforts.
Properly recording purchases and reconciling statements are
important in detecting errors.

Lastly, OIG found that the Department generally administered
the Purchase Card Program in accordance with policies. OIG
found that cardholders and approving officials were properly
trained and authorized to make purchases. In addition, 90
percent of the bureaus and posts had completed and certified
their Annual Reviews, which is a new requirement introduced
in FY 2017. As for the remaining 10 percent, failure to comply
with the annual review and certification was generally
attributed to the fact that the requirement had been
implemented only recently. Nevertheless, it is important that
all purchase card Program Coordinators certify that annual
reviews are completed to ensure purchase card standards are
consistently followed.

UNCLASSIFIED



	OBJECTIVE
	BACKGROUND
	GSA SmartPay Purchase Program
	Department Merchant Category Code Templates

	OMB Charge Card Policies
	Department Purchase Card Program
	Roles and Responsibilities
	Integrated Logistics Management System
	Purchase Card Buying Process
	Purchase Card Annual Reviews


	AUDIT RESULTS
	Finding A: Department Purchase Cardholders Generally Used Purchase Cards in Accordance With Laws and Regulations
	No Exceptions Found in General Transactions
	Three Split Purchases Were Identified
	Controls To Prohibit the Use of Merchant Category Codes Did Not Always Work
	Convenience Checks Associated With Purchase Cards Were Used To Purchase Catering Services, Which Was Contrary to Department Policy
	No Exceptions Found in High-Risk Sample Items

	Finding B: Maintaining Records of Purchases and Monthly Statement Reconciliation Can Be Improved
	Recording and Documenting Purchases
	Reconciling Monthly Statements
	Reminding Users About the Requirement To Reconcile Monthly Statements May Help Address Deficiencies Identified

	Finding C: The Department Generally Administered the Purchase Card Program in Accordance With Established Policies
	Training and Delegation of Authority
	Annual Reviews


	RECOMMENDATIONS
	APPENDIX A: PURPOSE, SCOPE, AND METHODOLOGY
	Prior OIG Reports
	Management Assistance Report: Process Used by the Department of State To Prepare the Joint Purchase and Integrated Card Violation Report Requires Improvement (AUD-CGI-18-26, February 2018)
	Information Report: Department of State 2016 Purchase Card Risk Assessment (AUD-CGI-17-25, December 2016)
	Audit of the Department of State Travel Card Program (AUD-CGI-16-48, September 2016)

	Work Related to Internal Controls
	Use of Computer-Processed Data
	Citibank Transaction Data
	Integrated Logistics Management System
	Purchase Card Management and Reporting System

	Detailed Sampling Methodology
	Selection of Citibank Transactions
	Initial Universe of Citibank Transactions
	Judgmental Sample of Credit Card Transactions
	Small Dollar Transactions Removed To Determine the Final Target Universe
	Statistical Sample Size Selection
	Selection of Training Records and Delegation Memoranda for Review


	APPENDIX B: BUREAU OF ADMINISTRATION RESPONSE
	ABBREVIATIONS
	OIG AUDIT TEAM MEMBERS



