Purchasing Card Policy

The City of Tonganoxie is implementing a limited purchasing card program.  The purchasing cards will largely replace our practice of using open charge accounts, particularly at local vendors.  In addition, the cards may be used for other purposes--out of area travel expense, etc.   The new program is being implemented to limit our exposure to unauthorized charges, to streamline procedures when reconciling and paying statements, to provide adequate information for Executive staff review of purchases, and to place responsibility for obtaining appropriate documentation at the same point as the authority to purchase.

Use of the cards is subject to the following terms and conditions:

Cards are to be used for authorized City purchases only.  Any use of the card for private or personal purchases is prohibited, and any such use will result in disciplinary action.

Availability of the card program does not invalidate any other provision of the City purchasing policy.  Policies requiring bid procedures, informal competitive price quotes, buying materials at the best price, etc., are still in full force and effect.

Purchasing cards are to be validated in the space provided for signature with the nomenclature:  “Ask for City ID”, or similar terminology.

The Asst City Administrator is to maintain a log of cards issued, including card number, description, and to whom issued.  Lost, stolen, or missing cards are to immediately be reported to the Asst City Administrator.  Individual card balance limits are set at $2,000, but may be adjusted by administrative action, as needed.  The intent of the program is to limit the number of open accounts maintained locally, although some local open accounts may be maintained providing specific needs to do so are identified.

The City Administrator and/or the Asst City Administrator are herewith authorized to establish such rules, regulations, and procedures required to assure safe, efficient and effective implementation of the program.

Purchasing Card Procedures

Overview

The system is implemented using a “card custodian/card user” concept for each workgroup, as defined by the department.  Typically the card custodian will be the department head.

A card custodian will be designated for each group of employees who have the need to purchase items. 

Each card custodian will be responsible for one or more VISA cards issued to the workgroup. 

Custodian responsibilities include:

Maintain an inventory on the cards.

Maintain, or assist card users in maintaining the purchasing card log 

The log should include a record of who had the card at what times, where they used it, and what they purchased with it.  (See attached example)

The log may be kept manually or electronically (with a spreadsheet or database system).

Reconciling the monthly statement(s), and forwarding the same to the Data Entry staff for payment.   Retaining merchant invoices and card receipts for each card is a critical part of this.

Cards issued to a workgroup shall have a name associated with the workgroup.  Cards issued to a workgroup will generally have the same number, with one or two exceptions.  The exceptions occur when a workgroup size is such that the number of cards required exceeds the number that can be issued under one number (4).

Separate statements will be mailed for each uniquely numbered card.

Users are responsible for obtaining invoices/sales slips for items purchased, and for turning those in to the card custodian.  The custodian is likewise responsible for insuring that invoices are turned in for every purchase.

Individual merchant’s charge accounts will be terminated as the program gets underway, following a transition period and evaluation of the effectiveness of card use.  Some charge accounts may be retained based on need and volume of purchases.

Making a purchase:

When an employee wishes to make a purchase, they will first need to obtain appropriate authorization for the purchase.  They then will check the card out from the custodian, with an appropriate entry in the log.  The employee will make purchases as they normally would, except they will be using the card instead of an open account.  At the time of purchase, they are to obtain a detailed invoice, showing the description of the item purchased.  Upon completion of the purchase, or at the end of the day, as the case may be, the card is to be returned to the custodian, along with merchant invoices for the items purchased.  At this time, the purchasing log for the card is to be completed.

Please plan your purchases to minimize the number of times that you must purchase items.  For example, if a crew is going to be in the field and anticipates having to make purchases, check the card out in the morning rather than traveling back and forth several times to get the card.

Steps in the Process:

Check the card out from the card custodian.  There should be a log entry recording this.

Follow citywide Purchasing policy, due consideration for quality and price, proper approvals, bids or informal quotes taken when necessary.  Purchases must be for authorized items only

Notify merchant of tax exempt status.  The card user is responsible for informing the merchant to insure that the sales tax is not added to the purchase.  If they desire an exemption certificate, the Asst City Administrator has certificates available.  Obtain documentation for the purchase.   It is the responsibility of the employee using the card to retain the required documentation and to provide that to the card custodian.  In the event that the merchant invoice does not clearly document the nature of the purchase, it is the employee’s responsibility to note the same on the face of the merchant invoice.

Sign the sales slip

Return the documentation and card to the card custodian

Complete the purchasing log for the items you have purchased.  The card custodian will have the purchasing log available.

The Card custodian will make a note of the budgetary account to be charged on the invoice and purchasing card log, and will note that the card has been returned to inventory.

Purchase Types

The card may be used in the same manner as any regular credit card to purchase goods and services.  It is intended to primarily be a replacement for the open accounts that the City used to maintain at various businesses in Tonganoxie.  However, there is nothing to prohibit use at other locations.  You will have to advise the merchant that this is a tax exempt purchase.  If they require an exemption certificate, one may be obtained from the Asst City Administrator.

Record Keeping

In order to facilitate prompt payment on the account it is important that employees obtain appropriate documentation for purchases made in person or over the telephone.  Acceptable forms of documentation are:


1. Itemized suppliers sales receipt


2.  Visa charge slip with itemized description of the products purchased.

In any case, the documentation should clearly provide a description of the items purchased, in plain language.  If it does not, the employee making the purchase should make a note describing the purchase.  For example, a description such as “Part # 1164” is not very helpful.  However, something like “Air filter for Vehicle 603” is more useful.  In some cases, depending on the purchase and the department, additional descriptions—such as project or program—may be necessary.  Direction on this can be obtained from departmental supervisory staff.

Documentation for purchases need to be turned in to the card custodian and retained for reconciliation to the monthly statement and subsequent payment.

Either the employee or the card custodian should note the budgetary account number to be charged on the invoice.

Unpaid invoices need to be kept to reconcile to the card statement.  It is suggested that the custodian establish a file for unprocessed invoices for each card in their care.  When the statement is received, these invoices will be readily available for the reconciliation process.

Reconciling Statements

Statements from VISA need to be reconciled to the detailed purchase records before payment can be made.  It is the card users responsibility to obtain documentation for each purchase and to submit the same to the card custodian.  

The card custodian is responsible for keeping that information, and for reconciling it to the monthly statement.

The process for reconciling and paying the monthly statement is as follows:

Review the VISA statement.  Compare backup documentation (receipts Purchasing card journal)   to the transactions listed on the statement.  Follow-up on errors or exceptions  (charges on statement for which you do not have documentation).  The City will not pay for transactions that do not have supporting detail.  Include a review and verification of any credits that may be due to appear on the statement.  If taxes have been charged on any tax exempt purchases, they must be removed and a credit obtained from the merchant in question.

Any transactions not appearing on the statement for which you have invoices on file will carry to the next month.

Determine the budgetary account number to which each item should be charged.  The individual sales invoices should have the account number written on them by this time—if not, then that needs to be done now.

Sort and group the invoices by budgetary account number to be charged and run a tape totaling charges for each account number.

The total of these receipts should match the total due on the statement.  If so, mark those transactions on the credit card log as being paid.

Present the entire package to the appropriate supervisor for approval signatures.

The supervisor is to forward the package for entry to the accounts payable system.

Data Entry:

Data entry may be accomplished either by detailed entry for each invoice.  Data entry staff are responsible to verify that all amounts paid are supported by sales slips or other original invoice materials.   If they are not, the statement is to be returned to the card custodian for completion prior to payment.  At this point, notice of the incomplete statement shall be forwarded to supervising personnel.

The Visa statement should come to the data entry personnel with account numbers written on each invoice and the invoices sorted and grouped by account number.  This should simplify entry substantially.

Returns:

1.  Contact the supplier to request an authorization for materials to be returned and to receive any vendor instructions required to issue a credit on the VISA card.

2.  Keep a copy of the packing slip and make a notation on the purchasing card log noting the details of the return.

3.  Verify that the credit is applied by the vendor on the monthly billing statement.

4.  The card custodian and/or their supervisor is responsible for processing returns.

Disputes

If discrepancies are noted on the monthly statement  (quantity, price, duplicate billing, no credits from prior transactions, billing for item not received, etc.) the following steps should be taken

1.  Check the purchasing card log to determine who had the card on the date of the disputed purchase.  Did someone purchase something and forget to turn in the documentation?  Do we have the material alleged to have been purchased?  Was this an authorized purchase for a legitimate public purpose.

2.  If the issue can not be resolved internally, contact the supplier and try to reconcile the difference.  Make a note of any agreement on the transaction log.  

3.  If the supplier does not agree that an error has been made, contact the Asst City Administrator and provide all of the relevant information.  We will then work with VISA to dispute the charge.

Card Security

The Card custodian is responsible for the inventory of cards provided to them.  Any lost or misplaced cards must be reported to the Asst City Administrator immediately.

The card is to be used for business expenditures only.  The card may be used only by the card custodian, or to those employees to whom the card has been checked out to by the custodian.

Purchases made with the card must comply with the other requirements of the City purchasing policy.

Lost or stolen cards must be reported to the Asst City Administrator immediately at 913-845-2620.

Balance Limits:

The cards have been issued with initial balance limits of $2,000.  If your balance is going to exceed this (you should be able to tell from the card transaction log) contact the Asst City Administrator to discuss obtaining a higher limit.  

Changes in Staff:

Any changes in the card custodian must be reported to the Asst City Administrator immediately.  When a custodian resigns or is otherwise separated from employment with the City of Tonganoxie, cards in their care must be accounted for before the final paycheck is issued, as is the case with other City property.

Audit

The card custodian is responsible for insuring that the required documentation is obtained and on file for each purchase.  Periodic audits will be made.  The Department Head, Asst City Administrator, or our independent auditors may do these.  It is critical that any users of the card obtain sales receipts specifically identifying the nature of the purchase, and that the card custodian (in cooperation with the card user) maintains an up to date log of card activity.

Purchase Card Log:

This form will be used to track usage of the card and to identify purchaser’s should they fail to submit invoices when returning the card.  It may be kept in manual or electronic (spreadsheet) format, and must include, at a minimum, a record of whom has possession of the card(s) at any time.

Authorized Open Accounts:

As provided in the policy statement, open accounts are to be authorized when there are specifically identified needs to do so.  Generally, this will be permitted based on very large dollar amounts, administrative difficulty in timely access to the card system, purchase of material placed on order for later delivery, or other administrative inefficiencies.  

