
 
 

Audit Services Warning Letter  
Date: November 8, 2002 
 

To: Johnson County Board of County Commissioners, Mental Health Center Board of 
Directors, Mental Health Center Executive Director, and the County Manager 

 

From: Martin J. Kolkin 
 County Auditor 
 

Subject: Mental Health Purchasing Practices 
 

In response to a complaint, the County Auditor completed a limited review of Johnson County 
Mental Health (“MNH”) purchasing practices involving F&S Supply Co., Inc. (“F&S Supply”) 
during fiscal 2001.  The County Auditor elected to issue an “Audit Services Warning Letter” 
based upon management’s proactive response to resolving this issue before any fieldwork was 
performed by the Audit Department. 
 

The County Auditor determined that MNH Department violated County Purchasing 
Procedures by buying $52,173 of goods from F&S Supply without formal, publicly 
advertised competitive bidding. 
 

Applicable Johnson County Purchasing Procedures: 
Purchasing Procedures Section 210(F): 

“Purchases of goods and general services in an amount of $25,000 or more, but 
less than $75,000 shall require formal, publicly advertised competition and 
approval by the appropriate department head and the Purchasing Director.” 

 

Purchasing Procedures Section 330(A): 
“…Term and supply contracts will be utilized whenever the contract goods and 
services are appropriate to the needs of the user department.” 

 

This review noted that MNH representatives purchased $52,173 of materials and supplies from 
F&S Supply during fiscal 2001.  No formal, publicly advertised competition took place nor did 
the County’s Purchasing Director approve a required F&S Supply term and supply contract. 
 

Other Concerns 
County Purchasing Procedures Section 210(B) specifically prohibits splitting of any aggregate 
purchases to keep the portion of the purchase below the $2,000 or $25,000 level of competition.   
 

The County Auditor noted a suspect pattern of purchase orders to F&S Supply.  On eight 
occasions, MNH representatives issued two or more purchase orders to F&S Supply, within a 
seven calendar day period, combined to total more than $2,000.   
 

Recommendations 
The County Auditor recommends that MNH representatives continue to working with the 
County’s Purchasing Department to comply with all County purchasing policies and 
procedures. 
 

The County Auditor notes that the Mental Health Center representatives initiated an examination 
of the F&S Supply purchasing issues before notification by the County Auditor and MNH and 
Purchasing representatives appeared to be close to independently resolving all issues raised in 
this review. 
 

However, due to the seriousness of this violation of Purchasing Procedures, the County 
Auditor recommends an internal audit of all MNH purchasing practices during fiscal 2003. 
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