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Date: August 3, 2022 
 
To: Patrick A. Duhaney, City Manager 
   
Subject: Audit of the Procurement of Sole Source Contracts 
 
I am pleased to present the report of our Audit of the Procurement of Sole Source Contracts. The 
objective of our audit was to determine whether the sole source procurement function operates 
in compliance with City and State policies. We completed our fieldwork on June 22, 2022. 
 
The Office of the City Auditor reports to City Council through the Audit Committee and is 
organizationally independent of all other City Departments. This report is intended solely for the 
information and use of the Audit Committee, City Council, and appropriate City management. It 
is not intended to be, and should not be, used by anyone other than these specified parties.  
However, this report is a matter of public record and its distribution is not limited. 
 
We would like to thank the management and staff of the Purchasing Division of the Department 
of Finance for their cooperation and responsiveness to our requests and questions during our 
audit. 
 
If you have any questions about this report, or any audit-related issue, I can be reached at 385-
5872 or via email at lremias@vbgov.com. 
 
Respectfully submitted, 

 
Lyndon S. Remias, CPA, CIA 
City Auditor 
 
LSR/rc 
 
c:      Audit Committee Members 
         City Council Members  
         Letitia L. Shelton, Director of Finance 
         Lavera Tolentino, Acting Purchasing Agent 
           
  

mailto:lremias@vbgov.com
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Purpose 
The purpose of this audit was to determine whether the sole source procurement function 
operates in compliance with City and State policies. This audit was included in our FY 2022 Audit 
Plan. 
 
 
Scope and Objective 
The scope of the audit was for the period July 2018 – March 2022. 
 
The objective of the audit was to determine whether adequate documentation existed to support 
procurement processed as a sole source contract. 

 
 
Methodology 
To accomplish our objective, we performed the following: 
 

• Interviewed management and staff of the Purchasing Division of the Department of 
Finance. 

• Reviewed City and departmental policies, procedures and processes related to the sole 
source procurement function. 

• Reviewed departmental financial data and reports through inquiry and examination of 
relevant documents and data. 

• Performed analysis and tests of data designed to identify trends and high-risk criteria. 
• Selected sole source contract samples and traced them to supporting documents. 
• Made recommendations, as appropriate, to ensure compliance and reduce the City’s risk 

to an acceptable level. 
 

 
Standards 
We conducted this performance audit in accordance with generally accepted government auditing 
standards. Those standards require that we plan and perform the audit to obtain enough 
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our 
audit objective. We believe that the evidence obtained during this audit provides a reasonable 
basis for our findings and conclusions based on our audit objective. 
 
The Office of the City Auditor reports to City Council through the Audit Committee and is 
organizationally independent of all other City Departments. This report will be distributed to the 
City’s Audit Committee, City Council, and appropriate management within the City of Virginia 
Beach. This report will also be made available to the public through the Office of the City Auditor’s 
webpage. 
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Background1  
 
The Purchasing Division of the Department of Finance was formed by City of Virginia Beach Charter 
§8.05 which states: “There shall be a division of purchasing which shall be in charge of purchasing 
all supplies of the city. The head of the division of purchasing shall be the purchasing agent, who 
shall have such duties as may be assigned by council.” To enact the requirements of the City 
Charter, and to initiate the authority granted by the Virginia Public Procurement Act, the City 
adopted City Code, Division 2.5, Procurement, which sets forth the laws governing City 
procurements. This is commonly referred to as the Virginia Beach Purchasing Ordinance and is the 
basis for the City of Virginia Beach Procurement Manual (Purchasing Manual). 
 
The mission of the Purchasing Division is to “Assist 
City agencies in the procurement of quality goods 
and/or services at the proper place and time, and 
in the appropriate quantity to meet their needs, 
while promoting maximum competition and 
timeframes, complying with legal and budgetary 
requirements, and saving taxpayer dollars.”  
 
The Virginia Public Procurement Act requires that 
all public contracts with nongovernmental 
contractors for the purchase or lease of goods, or 
for the purchase of services, insurance, or 
construction, shall be awarded after a competitive sealed bidding, or competitive negotiation. In 
certain situations, however, there is only one source that is practicably available for that which is 
being procured. Upon a determination in writing that there is only one source that is practicably 
available for that which is procured, a contract may be negotiated and awarded to that source 
without competitive sealed bidding or competitive negotiation (Virginia Public Procurement Act, 
§2.2-4303 E.). 
 
Within the Purchasing Manual are informal sole source procurement procedures for purchases 
under $100,000 and formal sole source procurement procedures for purchases of $100,000 or 
more. Depending on the amount of the sole source purchase, the notice awarding the sole source 
contract to the vendor will either be physically posted to the bid board located in Purchasing or 
electronically posted to the Virginia Business Opportunities (VBO) website. This provides the 
public with centralized visibility to the vendor awarded the contract and an opportunity to contest 
its validity. Based on our calculations during the period July 2018 to March 2022, there were 523 
sole source contracts awarded. 
 

 
 
1 Unless otherwise specified, information was taken from: City policies, reports from City databases (e.g., Oracle Financials Cloud), and 

https://www.vbgov.com. 
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Source: Purchasing Manual 

 
 
Results 
 
Finding 1.   Missing Documentation Supporting Sole Source Procurement 

 
Based on our review, we found that documentation supporting sole source procurement is 
missing in Oracle Financials Cloud (OFC). Section 2.2-4303 E. of the Virginia Public Procurement 
Act requires the determination to procure by sole source to be in writing. 

 
Accordingly, we noted the following: 

 
• The Purchasing Agent did not document approval in 5 of 60 (8%) transactions tested. 

The Purchasing Manual requires that the Purchasing Agent’s approval be documented 
as it indicates that due diligence has been performed. 
 

• The Sole Source Request Memo was not found in 1 of the 5 transactions mentioned 
above. The Purchasing Manual requires the user City department to submit this memo 
along with the purchase requisition. 

  
Additionally, no documentation supporting the public posting of sole source contract awards is 
maintained. Public posting promotes transparency and citizen involvement with transactions 
undertaken by the City. 
 
Missing documentation supporting sole source procurement increases financial and reputational 
risk. 
 
Recommendations: 
 
Management should: 
 
1.0 Maintain all documentation supporting sole source contracts. 
 
1.1 Consider posting all sole source contract awards to the VBO website. 
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Finding 2.   Management Approval of Sole Source Procurement Could Be Enhanced 
 
Management approval of sole source procurement could be enhanced to further strengthen the 
process. Currently, the Purchasing Agent is the only City official designated to approve all sole 
source procurement transactions. We believe that adding another City official as a secondary 
approver is needed for the following sole source procurements: 
 

• Those initiated by the Department of Finance, since the Purchasing function falls 
underneath it. In such situations, the second approver should not be part of the  
Department of Finance. 

 
• Those that are of high value. The monetary threshold for the second approver should be 

based on materiality, which should be established by City Management. 
 
The dual approval method helps mitigate the risk of significant financial exposure, as it would 
require two people to agree that the transaction was conducted properly and in the best interest 
of the City. 
 
Recommendation: 
 
2.0  Management should require a second City official approving sole source procurement 

involving: 
 

• Those initiated by the Department of Finance. 
 

• Those that are of high value. 
 
Finding 3.   Inconsistent Recordkeeping Methods 
 
Records involving sole source procurement are not maintained in a centralized location. We 
observed the following: 
 

• Purchasing did not store sole source electronic supporting documentation in a 
centralized location. Documentation was either stored in OFC, the City’s book of 
record, or stored in both OFC and on Purchasing’s network drive. Additionally, there 
was no standard naming convention for these documents or files. Consistency in 
storing and naming helps ensure the accessibility of these important records. 
 

• For records maintained in OFC, there was not a way to readily identify the population 
of sole source contracts. Although procurement by sole source is an exception to the 
norm, a method to readily identify them should be established to help with potential 
business needs or official inquiries. 

 
Inconsistent recordkeeping leads to inefficiencies and disorganization.   
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Recommendations: 
 
Management should: 
 
3.0 Assign a centralized location for storing sole source electronic supporting documents or 

files and establish a standard naming convention for them. 
 
3.1 Create a report in OFC to be able to quickly identify the population of sole source contracts. 
 
 
Conclusion 
Overall, we determined that the sole source procurement function, except as noted above, is 
operating in compliance with City and State policies. 
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