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Internal Auditor’s Report
The County Council and County Executive of Wicomico County, Maryland:
Pursuant to Section 305(D) of the Wicomico County Code and Council Resolution No. 125‐2012, the Office of the
Internal Auditor (IA) has conducted an Audit of the Wicomico County Department of Public Works Roads Division
Inventory System. A report is submitted herewith. The purpose of the audit was to determine the adequacy of
procedures and controls along with the level of compliance with those procedures and controls for the process of
maintaining and controlling inventory levels for various parts and materials used by Roads Division for road
maintenance and other purposes.
IA conducted the audit with due professional care, and IA planned and performed the audit to obtain reasonable
assurance about whether the current inventory system practices are in compliance with applicable policies and
procedures and whether those policies and procedures are adequate to obtain an acceptable level of control.
The audit revealed an inventory system that is overstocked and burdened with outdated parts. IA identifies
several findings in subsequent sections of this report that warrant discussion.
IA extends our appreciation to Management and Staff of Wicomico Public Works Roads Division for their timely
assistance, cooperation, and candid assessment of their inventory control system.

Respectfully submitted,
Digitally signed by J. Stephen Roser, CPA
DN: cn=J. Stephen Roser, CPA, o, ou,
email=sroser@wicomicocounty.org, c=US
Date: 2013.08.21 08:35:28 -04'00'
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Audit Report
Background
Roads Division must maintain the vehicles and equipment it uses to perform the various functions with which it is
charged. Roads Division maintains the county roads and operates a garage for maintenance of county vehicles in
its own, and other, departments. Additionally, Roads Division must maintain other materials for road repair and
construction.

Classes of Inventory
Roads Division maintains its vehicles and equipment at a garage facility located on Owens Branch Road. Roads
Division employs its own personnel to perform maintenance and repairs to vehicles and equipment. Some of the
work however may be performed by outside service agencies. Additionally, Roads Division stockpiles other
materials needed for road maintenance.
IA considered six types of inventory related to this audit:
•
•
•
•
•
•

Maintenance supplies
Tires
Parts for vehicles and equipment
Mechanic’s tools
Gravel
Drainage pipe

Maintenance supply inventory contains items unrelated to vehicle and equipment maintenance such as cleaning
and safety supplies. Roads Division tracks inventory through a localized software program provided by JJ Keller.
We should note that Roads Division maintains the county fuel inventory. IA performed a separate audit of the fuel
system as part of the FY 2011 Annual Audit Plan. Please see report dated June 14, 2011.

Audit Objectives
The objectives of the audit were to:
1.
2.
3.

Evaluate internal control over inventory
Assure adherence to controls
Evaluate methodology for disposition of obsolete inventory

Scope of the Audit
The audit period examined on a test basis was FY 2013. Additionally, IA reviewed selected expenditures related to
inventory over a four‐year period. The Scope was open ended. IA participated in some of the periodic inventories.
Observations and Inquiries with appropriate personnel were conducted, as well as examination of various
documents (subject to change based on preliminary surveys and interviews) pertaining to the following:
•
•
•
•
•

Map inventory process
Evaluate internal controls
Inspect inventory storage
Observe periodic inventory and test with perpetual inventory
Test inventory for existence
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General Highlights and Statistics
Roads Division tracks perpetual inventory via localized software provided by JJ Keller. Roads Division takes
periodic inventory annually for parts and pipe. The department inventories gravel and tires more often.
Comparison of physical and perpetual inventories takes place and the perpetual inventory is adjusted. Roads
Division does not inventory mechanic’s tools, office supplies, and other supplies.
A study of expenditures1 over the past several years along with the FY2014 budget projections reveals the
following:
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The graph shows that tires and vehicle/equipment parts expenditures tend to fluctuate. Except for 2011, stone
remains steady and shop tools showed a spike in 2013.

Ordering Process
Roads Division has a process for ordering, tracking, and approving inventory items. The process involves three
levels:
•
•
•

The garage
Inventory control
Billing

Roads Division performs mechanical services for other departments, and as such, has a system in place to bill
various other departments. Billing includes fuel, which is outside the scope of this audit. Appendix I contains a
flow chart analysis of the inventory process.

Inventory Turnover
IA calculated modified inventory turnover for FY 2013. We calculated actual usage over average inventory for each
item for which inventory numbers were available. Additionally, we calculated years’ supply in stock based on the
same numbers. Results are as follows:

1

Please keep in mind that the numbers reflected in the graph are expenditures and not actual usage – usage is a function of
rising or falling inventory amounts coupled with purchases
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Turnover
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Shop Tools
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As the numbers indicate, and except for tires, the county has multiple years’ supply of inventory in stock.
Inventory did not turn over in any category according to the modified formula for FY2013.

Conclusion
Based on evidence gathered, and interviews performed pursuant to the Public Works Roads Division Inventory
Audit, IA is of the opinion that Roads Division inventory management for Wicomico County is presently at an
adequate2 level.

Schedule of Findings and Recommendations/Management Response
The findings listed below represent some key issues that warrant discussion as an added feature to the audit
process. It is noteworthy that all three objectives for the Roads Division Inventory System Audit, as stated in the
conclusion, were adequate. Although some of the deficiencies mentioned may be considered significant, the audit
revealed no evidence of material weakness in the areas tested. The findings are both positive and negative and
they do not rise to the level of concern that material weakness would garner.

1. Parts Inventory
Roads Division stores parts for repair of vehicles and equipment in two different secure locations. A locked room
adjacent to the garage contains parts used in day‐to‐day operation. An upstairs loft contains parts for vehicles and
equipment as well. Upstairs storage has a very large amount of inventory in at least three categories:
•
•
•

New
Used
Rebuilt

Roads Division personnel are involved in the tedious process of cataloging the upstairs parts and equipment then
adding it to inventory or disposing through selling or scrapping. The task is extremely arduous and it may take a
considerable amount of time for available personnel to accomplish the task. In the meantime, mechanics and
others add parts in all three categories to the storage area. Much of the contents of the storage area are
unknown. The photograph below shows a small portion of the storage area and is typical:

2

According to IPPF Practice Guide issued March 2009: “Adequate system of internal control means that findings are subject to
reservations. A number of findings, some of which are significant, have been raised. Where action is in progress to address
these findings and other issues known to management, these actions may be at too early a stage to allow a satisfactory audit
opinion to be given.”
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It is not currently possible to understand completely what parts are in stock. IA recommends a concentrated effort
to determine the contents of the parts storage areas in an expedient manner and reduce the inventory through
available means including scrapping, selling, or disposition. Additionally, management may want to consider some
rules and boundaries that will prevent over ordering.

Management Response
Management is aware of the need to reduce parts inventory that is not essential for emergency operations. Due
to the amount of time required to catalog and surplus parts inventory, management has developed a plan to move
all parts inventory, from the upstairs storage area, into a temporary, secured, storage location and then begin
moving back the essential inventory and cataloging it all at the same time. The non‐essential inventory will
become surplus and disposed of in accordance with County policy (offered to other departments, auctioned, or
sold as scrap). This work will require staff to perform the physical labor of moving the inventory and staff to enter
data into the inventory management system. To allow this work to be performed without interfering with division
operations, staff will be brought in over two weekends on overtime. The current cost estimate to perform this
project is $5000 with overtime and temporary storage container costs.

2. Tire Inventory
Roads Division houses tire inventory in a separate locked storage garage. Tire inventory, although apparently not
excessive (especially when compared to other Roads Division inventory items) contains a few obsolete tires. Some
tires are stored on the rim. A problem exists when the need for a particular tire arises and the tire in stock is

6

Wicomico County, Maryland

Internal Audit

Roads Division Inventory System

mounted in a rim that does not fit the particular piece of equipment that needs the tire. Additionally, IA
documented new Inner tubes that had become dry‐rotted with age. We recommend reevaluation of the practice
of storing tires on the rim and ordering practices for inner tubes.

Management Response
Management is aware of the need to reduce tire inventory that is not essential for emergency operations. Moving
forward, all tires will be left off the rims for all equipment except emergency and winter operations vehicles where
limited downtime is essential.

3. Stone Inventory
Roads Division stockpiles stone and stone products in a secure area between Roads and Solid Waste Divisions. The
area has fencing and security cameras to enhance control. IA observed eleven piles of material in the following
categories:
•
•
•
•
•
•
•
•
•
•
•

CR‐6 (crusher‐run)
Topsoil
Sand
Millings
Bank‐run gravel from county pit
R‐4 Stone (12‐inch/3‐inch rip rap)
Cold patch material
Large stone
Stone dust
RC‐6 (recycled concrete)
Scrap

R‐4 Stone

Of the eleven categories, Roads Division inventories three: CR‐6, R‐4, and RC‐6. The remaining materials are either
self‐generated or ordered in small quantities. IA reviewed the volumetric calculation formulas for determining the
amount of inventoried stone on hand, rate card pricing, and adjustments to perpetual inventory and found no
significant deficiencies.

4. Drainage Pipe Inventory
Unless Roads Division anticipates the need for a large amount of drainage pipe in the near term, there seems to be
an excessive amount in stock. Pipe expenditures for the last few years are as follows:
FY 2010
Purchases
Pipe

$

2,664

FY2011
Purchases
$

14,033

FY2012
Purchases

FY2013
Purchases

$

$

8,959

16,414

FY 2013
Usage
$

10,938

FY2014
Budget
$

15,000

Inventory
6/30/2013
$

79,416

It is interesting to note that FY2013 purchases exceed calculated usage by $5,479. Additionally the year‐end
inventory level is over five times the FY2014 budgeted expenditures. IA recommends an evaluation of carrying
costs, ordering practices, and anticipated needs for drainage pipe in an effort to reduce drainage pipe inventory.
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Management Response
Management is working with the Geographical Information System (GIS) Division of the Planning Department to
develop an asset database of the storm water network throughout the County. Once the database is populated,
inventory levels can be adjusted appropriately.

5. Mechanic’s Tools and Other Supplies
According to interviews, there is no maintained perpetual inventory for mechanic’s tools and other supplies.
Roads Division orders these items as needed. The fact that supervisors must approve expenditures is the only
visible element of internal control. IA recommends establishment of better controls for maintaining these items.
Additionally a cost‐benefit analysis for the establishment of inventories may be beneficial.

Management Response
Management is aware of the need to inventory mechanics tools and recommends moving to an allowance model
with a separate budget line for specialty and communal tools that will be used by more than one mechanic.

Auditor’s Closing Remark
The Wicomico County Office of the Internal Auditor would like to thank management and staff from Wicomico
County Department of Public Works Roads Division for their timely cooperation and assistance during the audit.
IA, with Council’s permission and within independence limitations, is willing to devote time and effort to help
correct some of these issues. Additionally, unless instructed otherwise by Council, IA plans a follow‐up for these
findings after ninety days.
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