TUSD’s
AuctioninternalControls

By:DemetriusLee
Internal Audit Department



Background

* We are currentlyunder CooperativeContractwith Cityof Tucsorto
provideonline surplusauctionservicesThiscontractrenewsannually
on August8™ until it expireson August7, 2021.

Theonlyformsof paymentthat TUSCacceptsare cashiercheck
and moneyorder. Although,PublicSurplus.corhasthe ability to
acceptcredit cards.

TUS[acceptchecksn the amountof $25if the buyerneedsTUSD
personnelto



Abbreviationsand KeyDefinitions

 AM rAssetManagement

 FormAM 1002rPropertyLoss/Disposal/Transfé&eportrFormusedto
disposeof district assets.

« UArUniversityof Arizona

* Fund506(SchooPlant) Accountdor moniesreceivedfrom the sale,
lease,or condemnationof schoolproperty andusedasspecifiedin A.R.S.
8154102.

rAreinternal control problemsthat the internal auditor seeswith
the auctionprocess.

* RP1IRP10rArerecommendationgo addresgshe correspondingnternal
control problems.(Forexample:RPlattemptsto correctP1)



What









TUSD'AuctionProcess




Continued

AM personnel




Example®f Problems

Computerssoldbeforethe hard drive wasremoved.

e AssetManagement

1) Createghe palletof itemsto be sold

2) Postghe itemson PublicSurplus.cono be sold
3) Receivethe check/moneyorder

4) Giveghe customerthe assets.

* Thereare no separationof duties.



Example®f Problems

Sometimestemsgetaddedto a palletafter the bid process
concludedbecause:

e TUSDswaitingonthe buyerto pickup the palletanda memberof AM did
not knowthat the palletwassold.

 Thewarehouses not organizedn awayto keepnew arrivalsseparatefrom
solditems.

 Manytimesthe buyertakeslongerthanthe 5 Daysthat they are
allowedto pickup itemsthey won in the auction.



AreWe Usingand Sharinghe Itemsalready
Purchased?

Manytimessitesmay purchasatemsandthere maybe extras
aroundthe district not used.

Currentlythere is not anyadvertisementor coordination
throughoutthe district, to sharefurniture.

Anexample 22 HPmonitors



HowDoesTUSDCompare
to OtherPubliclnstitutions
ThatConductAuctions?



TheUniversityof ArizonaAuctionProcesand
StoreFrontcont.

« UAplacesfurniture, IT Equipmentand miscellaneousssetghat the
schoolno longerneedsinto two categories(1) PublicStoreFront(2)
AuctionFloor.

e [temsthat the AssistaniDirectorof Procurement& Contractingfeels
couldbe soldto the public*AsIs” issoldin the StoreFront. TheStore
Front cantypicallyget more moneyfor thoseitemsthan the items
couldgeneratethroughan auction.

e TheAssistanDirectorof Procurement& Contractingstatedthat Store
Fronthasbeenverysuccessfulor the University.



TheUniversityof ArizonaAuctionProcesand
StoreFrontcont.

» Thereisastagingareafor all new arrivalsfor both the StoreFrontand
Auction.

 All capitalassetsand computersare taggeduponarrivalfor accounting
purposes.

« After palletscontaininghard driveshavereceiveda “Lot Number”students
gothroughthe palletto ensureall hard driveswere removed.

» Highestconcern:safeguardingrotectedresearch student,and staff data.
Therefore all hard drivesgothrow a hard drive swiper.If the harddriveis
not usableafter beingswipedit issentthrougha crusher.

. Aftgrwinningthe bid on Tuesdaythe buyermustpickthe item up by
Friday.



UAAuctionProcessand StoreFrontCont.

* TheStoreFrontis openMonday— Friday8:00a— 3:30pto the public.
* TheStoreFrontisopenone Saturdaya month aswell.
* Theauctionisoncea month.

* Thepotential buyersgetto previewthe itemsthe Fridayand Monday
prior to the auction

* Nearlyeveryitem is soldduringthe auction.If the item isn’t soldit is
thrown in the trashor in the ScrapMetal Binwhichalsogenerates
revenue.



DifficultiesFacedoy UA

» CathodeRayTube(CRTMONItOrs (monitorswith the bighack) CaN’t be thrown
awaybecausdhey containmercury.So,UA’'sAuctionteam hasan
agreementwith anindividualto disposeof thosemonitorsfor a cost
of $5 per monitor.



UAAuction/Store~ront StaffSize

e Thereare:
« 3 Office Staff.
» 1 StoreKeepernDecideghe pricefor goodssoldin the storefront).
» 4 Material HandlergPickup & unloadgoodsfrom the university).
» 2 part time studenthandlers.

» Thisisanauxiliaryunit andit is selffunded. Theunit mustgenerateenough
moneyto coverexpenses.

* Foranyitem that comesfrom one department:TheUAAuctionteam keeps
the first $200and providesthe departmentwith a percentageof the
revenuethat wasabove$200.

» StoreFrontgeneratesl5 20 sales/daywhichtotal about $800/day.



Recommendation®r AuctionProcess

RP1RP3RP68: Createa openingstatementon PublicSurplus.corsimilarto _AmPhi
Schoolsstatingthat TUSDwill onl acceptcredltcards._ﬁOR ssigrpersonnelin Bld
1({10t%t %cceptc?shlerchecksan providethe buyerwith areceiptthat authorizesAM to
releasethe asset.

RP2.Estimatethe revenuegeneratedfrom the forklift fee anddetermineif a smallprice
increasecanbe addedto allheavypalletsto eliminatethe needfor the $25fee.

RP4& RP5:AM shouldcomparewhat PropertyControlwasaskedto pickup vs.what
wasdroppedto the warehouse.

RP9TScreatea uniguemarker(ie. Greenstickeror marking)to affix to the retired asset,
sothat AM will knowthat the harddrive wasremoved,wiped, or crushed.

RP100rganizehe floor into fencedsections(Newassetseceived,Usedassets
received,jtemsreadyfor auction,itemssold)to deter the addition or removalof items
on auctionpallets.

RP10:Tagor shrinkwrap eachfinishedpallet.



SchoolsafetyRecommendationfor
TUSD'&uction

* Implementa more stringent“Acceptanceof Gratuity” policyfor all
employeesprohibitingacceptanceof gratuity underany
circumstance.

« Removaedistrict assetmarkingsfrom all property prior to packingfor
auction.

 Trainstaff on expectationsand policy.






Limitationsof achievinggoals

e Assetmanagementurrentlyhasone person.
» Spacaslimited in the warehouse.



Alternativedor DecisiorMakers

o StatusQuo-—
 Getrid of the auctionprocesqexcludingvehicles).

 Createa StoreFrontto sellusedschoolfurniture to the public.
(Similarto UA).

» ContinueUsingPublicSurplus.corandimplementrecommendations
providedby Internal Auditor to improveoperations.(Internal
Auditor'sRecommendation)



