
INTERNAL AUDIT REPORT 

Inventory Management 

R-18-07

December 13, 2018 

Contains sensitive security information that should 
not be publicized pursuant to Utah Code 63G-2-106 
and 63G-2-305(12). Such information is also 
controlled under 49 CFR parts 15 and 1520 and may 
not be released without appropriate authorization. 
This information is highlighted in yellow in the 
internal version of the Report and should be 
redacted from any public version of this Report. 



Inventory Management Internal Audit  1 

Executive Summary  
 
Introduction 
In conjunction with the Board of Trustees’ Audit Committee, Internal Audit (IA) developed a risk-based 
annual audit plan. All of the audits on the audit plan are conducted in accordance with the International 
Standards for the Professional Practice of Internal Audit, published by the Institute for Internal Auditors 
(IIA), and provide several benefits: 
• Management’s continuous improvement efforts are enhanced 
• Compliance is verified and shortfalls are identified so that they can be corrected 
• Board of Trustee oversight of governance, control and risk management is strengthened 

 
All of these benefits contribute toward the Board of Trustees’ strategic plan focus areas of: 
• Customer Service – Improve products, services, accessibility, and mobility 
• Leadership and Advocacy – Address current and future transportation challenges 
• Access to Opportunity – Enrich transit access and quality of life 
• Strategic Funding – Be wise stewards of public resources 
• Workplace of the Future – Foster dynamic, diverse, and engaged employees 

 
As part of the 2018 audit plan, IA was directed by the Board of Trustees to perform an audit to determine 
if controls over Inventory Management are designed and operating effectively to ensure that inventory 
is physically protected, accurately and effectively tracked, as well as appropriately valued. The 
preliminary stage of the audit was concluded in November 2017 and the final audit was completed in 
September 2018.  
 
Background and Functional Overview 
The Vice President (VP) of Finance for the Utah Transit Authority (UTA), provided a functional overview 
of Inventory Management processes to provide context to this report. Please note that all of the 
information, including totals, figures, and percentages, are assertions made by the Vice President of 
Finance and were not assessed by Internal Audit. 
 
UTA’s service requires that a sizeable fleet of safe and well-functioning buses, vans, and light rail and 
commuter rail vehicles be available every day for 362 days a year. Also essential are well-functioning 
system components (e.g., rail switches, crossing lights and crossbars, and customer information 
boards), facilities, and supporting equipment. UTA’s maintenance departments are charged with 
ensuring the daily fleet needs are met and that system components are functioning. To efficiently and 
effectively meet the daily demands before them, maintenance personnel must have the right parts 
available when they need them. Buying, stocking, and delivering the right parts when needed is the 
responsibility of Supply Chain.  
 
Supply Chain’s work includes minimizing inventory and parts costs while supporting the agency’s core 
mission of providing safe, reliable and high-quality transit service. In addition to assisting maintenance 
in meeting daily vehicle and system component requirements (service focus), Supply Chain is also 
charged with running a well-managed inventory system which minimizes spoilage, parts costs, 
warehouse inefficiencies, and overall inventory investment (stewardship focus). Inventory is stored in 
warehouses located at Meadowbrook, Jordan River, and Warm Springs locations as well as in parts 
rooms at six UTA sites.  
  



Inventory Management Internal Audit  2 

 
Some initiatives which have been put in place to improve parts availability include: 
• Operations and Supply Chain have developed better forward-looking modeling for regular and 

cyclical maintenance parts needs 
• A new inventory reorder-point calculation was put in place to account for delivery lead-times from 

suppliers and subsequent appropriate inventory levels 
• Reordering models have been changed to increase inventory of low-cost parts 
• Staff has worked with key vendors to understand their production cycle and ordering models have 

been adjusted accordingly 
• Frequently needed supplies have been moved from the parts room to the point of use at the 

mechanics’ work site 
• Parts rooms have been rearranged to place frequently used parts closest to the parts counter 

 
One key performance goal for Supply Chain is to have the right part on hand when a mechanic needs 
it 95% of the time, which is the industry best practice standard. Parts availability by parts room has 
improved significantly from January 2015 to November 2017, to an overall average of 94%. 
 
Every three years, the Federal Transit Agency (FTA) performs a Triennial Review which includes 
evaluation of UTA’s compliance with best procurement and inventory practices. There were no findings 
regarding procurement or inventory in the 2013 and 2016 Triennial Reviews 
 
Objectives and Scope 
The period of the preliminary audit was September 1, 2016, through August 31, 2017 with the 
completion of the audit work focusing on April 1, 2018 through August 31, 2018.. 
 
The primary areas of focus for the Inventory Management audit were: 
• All warehouses and parts rooms for Bus, Light Rail, and Commuter Rail locations 
• Inventory receiving and distribution 
• Inventory tracking and controlling 
• Issuing of inventory 
• Stock counts 
• Warranties 
 

The internal audit excluded from the scope of this audit areas such as: 
• Non-inventory items 
• Inventory procurement process 
• Inventory accounts payable process 
• Fuel and oil 
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o Nine warehouse staff had access to Parts Inventory and Purchase Order ERP system 
applications  

o Parts and Inventory Supervisors had access to Work Order ERP System applications 
o The Maintenance Systems ERP Admin had access to Issue parts as well as acting as the 

ERP Super User for Maintenance 
o No user access form was in place for a contractor with Super User level access to Supply 

Chain applications 
• Receiving, distribution, transfers and parts issuance: 

o Warehouse staff review of packing slip entries into the ERP System included the packing slips 
that the reviewer originally entered 

o Parts were released by the Warehouse Specialist without an independent review of parts to 
be shipped 

o Couriers accepted custody of parts for delivery without documented physical or electronic 
acknowledgement and acceptance. In addition, there was no “in-transit” status for items being 
routed to a new location 

o Parts rooms accepted custody of parts without documented physical or electronic 
acknowledgement or acceptance  

o Management did not perform reviews to determine whether distributions of parts were 
accurate, appropriate, and complete 

o Parts were issued by parts room staff to open work orders with no documented physical or 
electronic acknowledgement and acceptance by Maintenance 

• Inventory counts 
o Warehouse and parts room staff performing inventory counts were the same individuals 

responsible for the parts on a daily basis 
o Recounts were sometimes performed by the initial counter 

• Adjustments and disposals 
o There was no formal review of adjustments to ensure that all adjustments were authorized, 

documentation was retained and were performed correctly 
o Items could be physically disposed of by the same party who has identified the need for the 

disposal 
o Parts may be deleted or disposed of within the ERP system without detection 

 
Root/Cause Analysis: 
• Cross functional job duties resulted in access to maintenance and inventory application modules 

e.g. bus supervisors oversee both maintenance and inventory staff, the Production Control 
Specialist works in Production Control and at the Warehouse and staff at the Jordan River and 
Midvale locations provide coverage of both areas. 

• Quarterly User Access Reports do not include all ERP application access nor do they flag 
potential SOD violations. SOD monitoring software was not in place. 

• Inventory management cited technical constraints preventing a change to warehouse staff issue 
rights 

• Management identified resource constraints as causing inadequate SODs 
• Management relied on informal means of communicating areas of responsibilities rather than 

documented corporate policy 
• Management relied on the expertise of existing staff rather than a set of documented SOPs to 

guide users in the process 
• No formal, ongoing, and periodic risk assessment practice in place 
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Per their own departmental practices, Maintenance is required to review each work order for parts 
and labor accuracy before closing each work order.  A risk assessment is scheduled and will be 
performed annually. 
 

 








