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|. Executive Summary



EXECUTIVE SUMMARY

In accordance with the Fiscal Year 2018 approved Audit Plan, enclosed is the Consolidated Audit
Report of Unannounced Cash, Unannounced Inventory and Compliance Audits completed by
the Internal Audit Division during the time period of October 2017 through December 2017. The
enclosed report also contains any responses required from the affected departments on corrective
action. The table below reflects the types of audits completed during this time period.

# of Audits

Type of Audits Conducted
Unannounced Cash & Petty Cash Audits 77
Unannounced Inventory Count Audits 9
Compliance Audits 1

To provide some background, when conducting unannounced (surprise) cash audits, Internal
Audit staff conducts field audits at various departments scheduled for audit on a monthly basis.
The purpose of these types of audits is to reconcile collections with receipts issued, as well as
check for compliance with some of the provisions of the City of Laredo’s Cash Handling Policy.
In regards to unannounced inventory audits, Internal Audit staff conducts field audits of the
various departmental warehouse facilities that maintain stock of materials and equipment. The
purpose of these types of audits is to reconcile a sample of items selected with the reports
generated from each respective department’s inventory system, as well as assess the adequacy of
the internal controls in place. In regards to the compliance audits conducted, Internal Audit staff
conducts audits of various areas such as petty cash, travel, payroll, purchasing, just to name a
few, to review for compliance with the terms of City policies, procedures, ordinances, contracts,
etc. being reviewed.

Understanding that resolving all audit findings was the key to assuring future compliance and
minimizing the City’s traditional and emerging risks; a strong commitment was made to require
the departments audited to analyze and implement proper measures to adequately resolve the
issues identified. A brief summary of the audit results and recommendations follows below.

Results and Recommendations on Unannounced Cash Audits

e Two (2) audits noted where collections / cash funds had overages or shortages.

e Two (2) audits noted with violations pertaining to the City’s Cash Handling Policy and/or the
City’s Petty Cash Policy. For instance, some of the policy violations noted included not
securing petty cash funds and change funds separately or payment of sales tax on petty cash
purchases when the City of Laredo is tax-exempt.

In regards to the collections variances noted, we recommended that the departments affected identify
the cause of the variance and retrain and counsel cash handling staff on the City’s Cash Handling
Policy. In all of the above mentioned instances where findings were noted, responses on corrective
action were submitted by the corresponding departments to Internal Audit. It should be noted that out
of 77 unannounced cash audits conducted for the time period of October 2017 through December
2017, only four (4) audits, or five (5%) percent of the population had findings noted, which conveys




that the majority of the population tested is following the City’s Cash Handling Policy and
maintaining adequate cash handling internal controls.

Results and Recommendations on Unannounced Inventory Audits

¢ On the inventory audits conducted, there was one (1) instance with the Parks warehouse where
the inventory reports generated from the current inventory software program were providing
inaccurate and inconsistent data due to a lack of inventory software support. We have
continued to recommend that Parks look at obtaining a replacement inventory software
program that can better account for all material and equipment housed at the various Parks
warehouse locations.

e On other inventory audits conducted, there were three (3) instances where a variance was
noted in reconciling selected inventory items on hand with quantities reflected on
corresponding departmental inventory system listings.

In all of the instances where variances were found with the inventory items tested, our
recommendation was for the affected departments to determine the cause of the variance and, if
necessary, make entries into the corresponding inventory systems once the cause of the variance had
been determined. Additionally, in some instances we recommended that an evaluation of some of the
affected departmental inventory systems be conducted to determine the adequacy of the internal
control structure pertinent to inventory. In all of the above mentioned instances where findings were
noted, responses on corrective action were submitted by the corresponding departments to Internal
Audit. It should be noted that out of forty (40) inventory items randomly selected during the time
period of October 2017 through December 2017, three (3) items selected were noted with findings for
variances, which equates to seven and one-half (7.5%) percent of the total population tested.

Results and Recommendations on Compliance Audits

Petty Cash Compliance Audit — Library Department & Financial Services Department

The results of the Petty Cash Compliance Audit for the Library and Financial Services
Departments reflected no audit findings as part of our review, and they both were deemed to be
100% in compliance based off of the sample supporting documentation tested.

A more extensive report of the audit results and recommendations can be found in the ensuing
report along with any corresponding responses on corrective action from the affected
departments.
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6347 |Utilities LFR 10/9/2017 300.00 300.05 | $ 0.05 0.02% Petty Cash NO NO
6348|Library LFR 10/9/2017| $ 180.00 | $ 180.00 | $ - 0.00% Petty Cash NO NO Compliance Audit
Policy Violation: (1) Payment
of Sales Tax; (2) Exceeded
6349 |Fire LFR 10/9/2017| $ 500.00 | $ 500.00 | $ - 0.00%| Petty Cash NO | YES | Maximum Purchase Amount
6350 Tax (City Hall) LFR 10/9/2017| $ 20,288.39 | $ 20,288.28 | $ (0.11) 0.00% NO NO
6351 |Tax (City Hall) LFR 10/9/2017| $ 19,669.32 | $ 19,669.32 | $ - 0.00% NO NO
6352 Tax (City Hall) LFR 10/9/2017| $ 16,750.19 | $ 16,751.29 | $ 1.10 0.01% NO NO
Policy Violation: (1) Petty Cash
and Change Fund Maintained
in Same Box; (2) Payment of
6353 |Finance LFR 10/9/2017| $ 100.00 | $ 100.00 | $ - 0.00% Petty Cash NO | YES Sales Tax
6354 |Bridge Il - Customer Svc LFR 10/12/2017| $ 140.00 | $ 140.00 | $ - 0.00% NO | NO
6355 |Bridge |l - Customer Svc LFR 10/12/2017| $ 370.00 | $ 370.00 | $ - 0.00% NO NO
6356 |Bridge |l - Customer Svc LFR 10/12/2017| $ 177.00 | $ 177.00 | $ - 0.00% NO NO
Bridge Il - Toll Booth
6357 | Collector LFR 10/12/2017| $ 378.00 | $ 377.00 | $ (1.00) -0.26% NO NO
Bridge | - Toll Booth
6358 Collector LFR 10/12/2017| $ 383.25 | $ 380.82 | $ (2.43) -0.63% NO NO
6359 |Bridge | - Gateway Passes LFR 10/12/2017| $ 219.00 | $ 218.07 | $ (0.93) -0.42% NO NO
Airport - Federal Inspection No Collections Noted at Time of
6360 Station LFR 10/12/2017| $ - $ - $ - 0.00% NO NO Audit
6361 |Animal Care Services LFR 10/12/2017| $ 25.00 | $ 25.00 | $ - 0.00% NO NO
6362 Bridge IV - Customer Svc LFR 10/18/2017| $ 1,025.00 | $ 1,025.00 | $ - 0.00% NO NO
6363 Bridge IV - Customer Svc LFR 10/18/2017| $ 1,226.00 | $ 1,226.00 | $ - 0.00% NO NO
Bridge III - Toll Booth
6364 |Collector LFR 10/18/2017| $ 7350 | $ 7350 | $ - 0.00% NO NO
6365 |Bridge 11l - Customer Svc LFR 10/18/2017| $ 3,027.00 | $ 3,027.00 | $ - 0.00% NO NO
6366 | Tax (City Hall Annex) LFR 10/19/2017| $ 105,117.54 | $ 105,117.54 | $ - 0.00% NO NO
6367 |Tax (City Hall Annex) LFR 10/19/2017| $ 19,003.76 | $ 19,003.77 | $ 0.01 0.00% NO NO
6368 | Building LFR 10/23/2017| $ 4,584.00 | $ 4,584.00 | $ - 0.00% NO | NO
6369 |Utilities LFR 10/24/2017| $ 11,690.30 | $ 11,690.30 | $ - 0.00% NO NO
6370 (Parks - Cemetery LFR 10/24/2017 $ 50.00 | $ 50.00 | $ - 0.00% NO NO
6371 |Transit - Lobby Tellers LFR 10/25/2017| $ 85.00 | $ 85.00 | $ - 0.00% NO NO
IST - Public Access No Collections Noted at Time of
6372|Channel LFR 10/25/2017| $ - $ - $ - 0.00% NO NO Audit
6373 |Health - La Familia LFR 10/25/2017| $ 35.00 | $ 35.00 | $ - 0.00% NO NO
6374 |Library LFR 10/30/2017| $ 101.80 101.80 | $ - 0.00% NO NO
Community Development - No Collections Noted at Time of
6375|Housing Rehab LFR 10/31/2017| $ - $ - $ - 0.00% NO NO Audit
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6376 |Tax (City Hall Annex) EYR 11/14/2017| $ 87,761.06 | $ 87,761.06 | $ - 0.00% NO NO
6377 |Tax (City Hall Annex) EYR 11/14/2017| $ 145,01346 | $ 14501346 | $ - 0.00% NO NO
6378 |Tax (City Hall Annex) EYR 11/14/2017| $ 1,916.02 | $ 1,916.02 | $ - 0.00% NO NO
6379 |Fleet Management EYR 11/14/2017| $ 400.00 | $ 400.00 | $ - 0.00% Petty Cash NO NO
6380 |Tax (City Hall) EYR 11/15/2017| $ 7,683.13 | $ 7,683.13 [ $ - 0.00% NO NO
6381 |Tax (City Hall) EYR 11/15/2017| $ 2328241 | $ 2328241 | $ - 0.00% NO NO
Community Development -
6382 |Municipal Housing EYR 11/15/2017| $ 3,555.00 | $ 3,5655.00 | $ - 0.00% NO NO
Unable to Audit: Petty Cash Fund
6383 |City Secretary EYR 11/15/2017| $ - $ - $ - 0.00%| Petty Cash NO NO [Returned to Finance & Closed Out
Information Services & No Collections Noted at the Time
6384 |Telecommunications (IST) EYR 11/15/2017| $ - $ - $ - 0.00% NO NO of Audit
6385 _|Utility Billing EYR 11/15/2017| $ 1,102.00 | $ 1,102.00 | $ - 0.00% NO NO
Bridge III - Toll Booth
6386 _|Collector EYR 11/15/2017| $ 126.00 | $ 126.00 | $ - 0.00% NO NO
6387 |Parks - Tarver Rec Center EYR 11/15/2017| $ 45.00 | $ 45.00 | $ - 0.00% NO NO
6388 |Traffic - Parking Offices EYR 11/16/2017| $ 260.00 | $ 260.00 | $ - 0.00% NO NO
6389 |Municipal Court EYR 11/16/2017| $ 5,741.00 | $ 5,741.00 | $ - 0.00% NO NO
6390 |Utilities EYR 11/16/2017| $ 300.00 | $ 300.20 | $ 0.20 0.07% Petty Cash NO NO
6391 |Bridge IV - Customer Svc EYR 11/27/2017| $ 290.00 | $ 290.00 | $ - 0.00% NO NO
Bridge | - Toll Booth
6392 |Collector EYR 11/27/2017| $ 269.50 | $ 269.50 | $ - 0.00% NO NO
Bridge | - Toll Booth
6393 |Collector EYR 11/27/2017| $ 365.75 | $ 365.85 | $ 0.10 0.03% NO NO
6394 |Bridge | - Gateway Passes EYR 11/27/2017| $ 150.00 | $ 149.25 | $ (0.75) -0.50% NO NO
6395 |Bridge | - Gateway Passes | EYR 11/27/2017| $ 528.00 | $ 530.17 | $ 2.17 0.41% NO NO
Human Resources - Risk No Collections Noted at the Time
6396 |Management EYR | 11/27/2017| $ - | - |s - 0.00% NO | NO of Audit
No Collections Noted at the Time
6397 |Traffic EYR 11/28/2017| $ - $ - $ - 0.00% NO NO of Audit
Environmental Svcs -
6398 |Hazardous Materials EYR 11/28/2017| $ 3,000.00 | $ 3,000.00 | $ - 0.00% NO NO
Cash & Policy Violation:
6399 |Health - Immunization EYR 11/28/2017| $ 110.00 | $ 103.00 | $ (7.00) -6.36% YES | YES Collections Shortage
No Collections Noted at the Time
6400 |Health - Ambulance Billing EYR 11/28/2017| $ 100.00 | $ 100.00 | $ - 0.00%| Change Fund NO NO of Audit
Bridge Il - Toll Booth
6401 |Collector EYR 11/28/2017| $ 54250 | $ 543.88 | $ 1.38 0.25% NO NO
Bridge Il - Toll Booth
6402 |Collector EYR 11/28/2017| $ 848.75 | $ 848.86 | $ 0.11 0.01% NO NO
Bridge Il - Toll Booth
6403 |Collector EYR 11/28/2017| $ 770.00 | $ 771.39 | $ 1.39 0.18% NO NO
Bridge Il - Toll Booth
6404 |Collector EYR 11/28/2017| $ 1584.75 | $ 1,585.43 | $ 0.68 0.04% NO NO
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Bridge IlI - Toll Booth
6405|Collector LFR | 12/12/2017| $ 70.00 | $ 70.00 | $ - 0.00% NO NO
6406 |Bridge IIl - Customer Svc LFR | 12/12/2017| $ 25.00 | $ 25.00 | $ - 0.00% NO NO
6407 |Bridge IV - Customer Svc LFR | 12/12/2017| $ 1,439.00 | $ 1,439.00 | $ - 0.00% NO NO
6408 |Bridge IV - Customer Svc LFR 12/12/2017| $ 2,984.00 | $ 2,984.00 | $ - 0.00% NO NO
6409 |Bridge IV LFR | 12/12/2017| $ 500.00 | $ 500.00 | $ - 0.00% | Change Fund NO NO
6410|Bridge Il _- Customer Svc LFR 12/13/2017| $ 530.00 | $ 530.00 | $ - 0.00% NO NO
6411 |Bridge Il - Customer Svc LFR | 12/13/2017| $ 905.00 | $ 905.00 | $ - 0.00% NO NO
6412|Bridge Il - Customer Svc LFR | 12/13/2017| $ 6,454.30 | $ 6,454.30 | $ - 0.00% NO NO

Bridge | - Toll Booth
6413|Collector LFR | 12/13/2017| $ 208.25 | $ 208.74 | $ 0.49 0.24% NO NO

Bridge | - Toll Booth
6414 Collector LFR | 12/13/2017| $ 544.25 | $ 545.50 | $ 1.25 0.23% NO NO
6415|Police - Records LFR | 12/14/2017| $ 730.00 | $ 730.00 | $ - 0.00% NO NO
6416 | Municipal Court LFR | 12/14/2017| $ 4,264.30 | $ 4,264.30 | $ - 0.00% NO NO
6417 | Airport LFR | 12/14/2017| $ 0.50 | $ 0.50 | $ - 0.00% NO NO

Parking Meters - Zone 6
6418|(No. GR1457) LFR | 12/18/2017| $ 15.76 | $ 15.76 | $ - 0.00% NO NO

Parking Meters - Zone 6
6419|(No. SM308) LFR | 12/18/2017| $ 2185 |$ 2185 (% - 0.00% NO NO

Parking Meters - Zone 2
6420|(No. LI1311) LFR | 12/18/2017| $ 17.35 | $ 17.35 | $ - 0.00% NO NO

Parking Meters - Zone 2
6421|(No. SA414) LFR | 12/18/2017| $ 1982 | $ 1992 | $ 0.10 0.50% NO NO

Parking Meters - Zone 1 Cash & Policy Violation:
6422|(No. SG504) LFR | 12/18/2017| $ 14.40 | $ 14.60 | $ 0.20 1.39% YES | YES Collections Overage

Parking - Zaragoza Parking
6423(Lot LFR | 12/18/2017| $ 318.00 | $ 318.00 | $ - 0.00% NO NO

*Due to unforeseen circumstances, the remainder of the scheduled cash audits for December 2017 were unavoidably delayed. Subsequently, those scheduled audits were

conducted in January 2018.
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APPENDIX A
INTERNAL AUDIT STAFF ACKNOWLEDGMENT

Veronica Urbano-Baeza, Internal Auditor

Elia Y. Rodriguez, Auditor Il

Leopoldo F. Rodriguez, Jr., Auditor Il
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