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Objectives 
 
The purpose of this audit was to determine whether internal controls over small equipment 
inventory at DPW are implemented, efficient, and effective enough to ensure proper accounting and 
safeguarding of assets. The objectives of our review were: 
 

 To document the policies, procedures, and related controls for ordering, receiving, issuing, 
and recording of small equipment inventory. 

 To assess whether those controls are designed effectively to mitigate risk to a reasonable 
level and to determine whether personnel complies with these procedures. 

 To review the physical inventory as accounted for in the inventory register provided by 
DPW.  
 

Scope, Methodology, and Criteria 
 
The scope of this audit covered small “handheld” or “walkable” equipment inventory (i.e. trimmers, 
edgers, leaf blowers, chainsaws, etc.) and the policies and procedures governing these items that 
were in place at DPW during 2016.  
 
The methodology included physical inspection of a random sampling of small equipment maintained 
by both Highway and Bridges and Buildings and Grounds units within DPW to determine 
compliance with the policies and procedures stated by DPW administration. We obtained an 
understanding of the internal control structure through interviews with key personnel that oversee 
inventory maintenance. Our sample included: 
 
 

 Highway & Bridges:  
o 28 items pulled from inventory listing provided 
o 21 items inspected on site traced back to inventory listing provided 
o 10 invoices of purchases traced back to inventory listing provided 

 Buildings & Grounds: 
o 25 items pulled from inventory listing provided 
o 29 items inspected on site traced back to inventory listing provided 
o 11 invoices of purchases traced back to inventory listing provided 

 

 

Observations and Recommendations 

While Highway and Bridges, as well as Building and Grounds operate as components of DPW, they 
both maintain equipment in a separate manner. Each of the following findings pertains to DPW as a 
whole unless otherwise stated. The individual unit will be identified as necessary if the deficiency is 
specific.  
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equipment items, as Highway and Bridges currently practices, so that there will be some way to track 
the asset even in the event the original information is no longer legible. Moreover, the current 
practice of using permanent marker to label the inventory as County property does not provide 
adequate control, as the permanent marker could be removed.  
 
Finding 4: Lack of an adequate inventory control system 
 
Currently, DPW’s tracking of inventory in its manual form is not effective. Highway and Bridges 
assigning of “county codes” to each item is a good attempt at identifying equipment but appears as 
though they do not use consecutive numbers – leaving it impossible to track if every item was 
accounted for. Moreover, sometimes the information can be flawed when relying on human entry 
and many of the items had incorrect serial numbers recorded during the review, which again made it 
impossible to track the item back to the listing.  
 
The Excel spreadsheet that was provided to us did not contain a history of obsolete or older items 
that had been removed from inventory, as all the items listed were active with current location 
information presented. The recorded information lacked the date of purchase or model year of the 
item, further limiting the usefulness of the inventory record. The ability to track the age of 
equipment could be an effective management tool as far as maintenance and replacement, in 
addition to assisting in the identification of specific equipment in cases where other identifying 
information was missing (i.e. serial number).  
 
A good inventory management system helps stave off the potential for errors and challenges. Proper 
inventory management improves the accuracy of inventory, leads to a more organized warehouse, 
helps save time and money during budget processing, and increases efficiency and productivity. 
 
Recommendation: 
 
The new software, PubWorks, currently being implemented at DPW, may assist with many of the 
risks identified during this audit. However, a software system is only as good as the information that 
is input to track. Based on our review of the current inventory listing, we recommend DPW conduct 
a complete review of the inventory of equipment (small and large) before implementation of this 
software program. This review will ensure an accurate beginning inventory. Once PubWorks is 
implemented, additional monitoring tools and reports should be established to ensure that inventory 
transactions are processed accurately and in compliance with policy, which should include: 
 

1. Assigning a one-time sequential code to each item as to promote a full and complete history 
of inventory; 

2. Reconciling inventory; 
3. Creating performance standards for analyzing inventory data to assist management in 

identifying unusual or unexplained patterns associated with the overall state of inventory; 
and 

4. Designating an employee tasked with monitoring the software system. 
 
Finding 5: Controls over access to inventory need improvement 
 
We understand that DPW has made genuine attempts to safeguard equipment through their current 
inventory tracking system. Nevertheless, Highway and Bridges needs to strengthen protection of 
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listing. DPW should include in their written procedures when and how something is scrapped 
and/or modified. 
 
Finding 7: Small equipment expenses should consistently be charged to the same 
appropriation  
 
In the course of our interview, we were provided with items purchased for 2015 and 2016 for use by 
the Building and Grounds unit. The number of items provided could not be matched easily to the 
purchases recorded in the County’s financial management system. While attempting to verify the 
information provided, several other small equipment items for 2015 were acknowledged. This 
discrepancy occurs when accounts payable personnel use different budgetary line item codes when 
initially charging the expense. This practice makes it difficult for management to identify the 
purchases made or drill down on small purchases that might fall into this small equipment inventory. 
 
Recommendation:  
 
The implementation of PubWorks might provide management with a clearer picture of items being 
purchased and removed, as they are maintained within this separate software. However, it is 
important that DPW also utilize the functions of the County’s financial system to further assist in 
the management of these items. By using consistent account codes when purchasing these items, 
DPW management will be able to easily compare the two sets of data and identify anomalies, 
providing additional controls. Therefore, we recommend that DPW work with their accounts 
payable staff to ensure only a select few accounts are utilized during these purchases.  
 
 
Conclusion  
Based on our review, we determined that DPW could improve their internal controls over small 
equipment inventory by implementing and enforcing the aforementioned recommendations 
provided in this report. We acknowledge that the implementation of the new software system, 
PubWorks, might resolve some of the deficiencies that were noted within the review; however, 
written procedures should also be developed to provide uniformity amongst the different units. 
While we note that the current procedures in place for tracking these inventory items do seek to 
provide some safeguards in the protection of these County assets, we feel the implementation of 
these additional recommendations are necessary to ensure that appropriate internal controls exist in 
the management of these items highly susceptible to loss or misuse.  
 
This report, in draft, was provided to DPW. Please see Appendix A for their response to the 
recommendations of our audit and Appendix B for our comments regarding their response.    
 
DPW management, supervisors, and staff were very helpful throughout the course of our audit. We 
appreciate their courtesy and cooperation while completing this assignment.  
  



 

Appendix A 
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MEMORANDA 
To: Susan Plonski, Commissioner of the Department of Public Works 
From: Alicia DeMarco, Director of Internal Audit and Control 
Date: October 26, 2016 
Re: Small Equipment Inventory Control Audit Response 
 
We are in receipt of your comments in regard to the recommendations made in our recent 
audit of small equipment items used and managed by your staff. We would like to clarify 
several points made in both our report and your response in an effort to foster a greater 
understanding between our departments for the ultimate goal of improving internal controls 
over these County owned, and therefore taxpayer funded, assets.  
 
While we will attempt to address each of your concerns specifically, we also encourage you and 
your staff to discuss with our Office any of these topics further should you need greater 
clarification or have any questions regarding their application or purpose.  
 

Audit Findings and Conclusions 
In regard to your comments made under “Audits and Conclusions,” we will address each 
as they are represented in the sub sections below.  
 
Background 
The chart provided represents the total 2016 budget for the Department of Public 
Works, while our review was specifically limited to review of inventory for “Buildings 
and Grounds” and “Highway and Bridges” which encompass the following units: 
Buildings and Grounds ($9,686,543), Highway Administration ($2,951,551), Highway 
Machinery ($3,566,967), and Maintenance of Roads and Bridges ($8,518,787); which 
account for the $24 million figure mentioned in our report, representing 72% of the 
DPW budget. 
 
Finding 1 
We would like to note that during our interview with DPW management staff, it was 
communicated to our audit team that the equipment policy is not written, “but 
understood” by employees. This verbiage was also used in our written interview notes 
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sent to your office for review, and ultimately approved with corrections and additions 
made. While we understand the value of oral reinforcement of rules and procedures, 
written documents regarding the proper use of equipment and employee expectations 
can only further improve current practices and employee understanding of the same. 
Further, written communication and acknowledgement is a best practice in regard to all 
procedures, not just those regarding the proper use of equipment.  
 
Finding 2  
During our interview, we specifically asked if annual audits of inventory had been 
performed and noted your response that inventory was maintained on a “continual 
basis” with “spot checks” that we understood to be random and undocumented. 
Additionally, our review uncovered a number of inconsistencies (i.e. – incorrect serial 
numbers) that would indicate that a review had either not been conducted or was 
ineffective in correcting these records.  
 
Finding 3  
In response to your comment regarding the inability to trace one weed whacker back to 
the inventory listing, we would like to note that there were five pieces of equipment out 
of 50 that we were unable to trace, including one weed whacker, three recently 
purchased snow blowers and one lawn mower. More importantly overall, there were a 
total of 38 items from the Buildings and Grounds inventory record that could not be 
physically located by an independent party with the information retained, this translates 
to a 58% margin of error, which is alarming.  
 
For those items with serial numbers that were “worn off” we note, that several of these 
items were being maintained at the NP Pool Complex and that we were notified during 
our visit that due to corrosion caused by the presence of chemicals also stored in this 
facility, that the serial numbers for many of the items were no longer visible. This was 
not due to the age of the item as you suggest, but rather to the corrosive environment, 
an issue that you and your staff were aware of. We maintain our recommendation that 
DPW attempt to address this issue of items without serial numbers by capturing the 
information at the time of purchase, before erosion take place. Those items in areas 
subject to higher rates of erosion should be monitored more frequently, and the tags for 
those items should be changed as needed.  
 
The use of purchase documents to obtain serial number information would address your 
concern regarding the presence of multiple serial numbers on a single piece of 
equipment. Lastly, the use of a unique identifying number as opposed to using a 
manufacturer’s serial number could also address this issue, and should be considered by 
management.   

 
Finding 4 
During our review of inventory, it was noted that numbers used to identify inventory 
were either not consecutive, or items had been removed from the listing. The use of 
consecutive numbers when adding inventory provides additional safeguards as it allows 
management to easily determine if the inventory listing is complete, or if items have 
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been removed. If in fact you are currently in the practice of using consecutive numbers, 
you should address those circumstances in which consecutive numbers were missing 
from the listing as this would indicate that some items had been removed. Additionally, 
when you were provided the opportunity to comment on our understanding of the 
information provided, it was never mentioned or made clear that Highway and Bridges 
uses consecutive numbers when engravings the county codes on equipment.  
 
Regarding “human entry” errors, the value of the inventory listing relies on the accuracy 
of the information contained therein. An inaccurate inventory listing leaves 
management unable to determine if a theft has occurred which presents a significant 
internal control risk. We are happy to hear a detailed review of these inaccuracies is 
underway, as the value of the new inventory software is reliant on the historical 
information being added to it.  
 
Finding 5  
In response to your comment regarding those locations that were unlocked and 
unsupervised, it is important to note that these locations (Shawagunk and Boiceville) 
were the only two locations that were unlocked at the time of our visit. Furthermore, as 
we were escorted by DPW management staff who had obtained keys for the specific 
purpose of unlocking these locations, it appears leaving them unlocked and 
unsupervised for the purpose of our inspection was unnecessary. As auditors we would 
never expect you to circumvent protocols that safeguard county assets to accommodate 
our field work. Performing a physical inspection is to see the items in their normal 
environment.  We therefore recommend that in future instances you keep all locations 
containing County owned equipment locked and/or supervised until the time of 
inspection to ensure that the potential for theft or misuse is minimized. 
 
In regard to your comment about “unilateral access”, our recommendation was in 
reference to the ability to both access physical inventory and change the inventory 
listing.  Our suggestion is not meant to imply that two staff members be present for the 
use or access of equipment. 
 
We also note that the procedure of using a “sign out” sheet is already essentially in 
place as we were notified by DPW staff that equipment managers keep a handwritten 
list detailing the movement of equipment items from their typical locations. Our 
recommendation merely sought to formalize this procedure that is already in place. The 
use of the sign out sheet procedure currently in use did not include a suggestion that 
DPW staff return to a specific location multiple times throughout the day to record this 
information. Our suggestion moreover sought to establish a chain of custody for all 
County assets. There were several items during the site visits that could not be located 
by radio and we had to schedule another visit to provide time for the asset to be 
located.  
 
Finding 6 
While we understand that the new software should provide for improved tracking of 
items no longer in operation, we maintain our recommendation that the process by 
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which DPW staff determine when an item is to be “surplused” be formally developed 
and documented.  
 
Finding 7 
Regarding the Comptroller’s Office and Department of Finance review of invoices for 
items purchased, we would like to note that our comment is not meant to imply that 
any incorrect G/L codes were applied to the invoices reviewed. Our comment instead 
refers to the ability of DPW management staff to consistently select specific G/L codes 
that would assist in the tracking and management of these and other equipment items, 
as it appeared the current process left management unable to determine how many 
items had been purchased in the current year.  

 
As we have acknowledged several times throughout our report, we agree that the 
implementation of new software will likely improve internal controls. However, that the 
recommendations included in our audit should also be considered and implemented. Finally, if 
the historical information being added to the new software is inaccurate or inadequate it will 
prevent the new software system from ultimately being effective. 
 
We hope that your attention to the internal control related matters identified here and in our 
audit report will not only assist in the management of these equipment items but also in the 
safeguarding of taxpayer funded assets.   
 
Respectfully,  
 
Alicia DeMarco 
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