City of Laredo, Texas
Internal Audit Division

Consolidated Audit Report (with Executive
Summary): Unannounced Cash, Unannounced
Inventory & Compliance Audits Completed with
Department Responses
(October 2018 through December 2018)

February 13, 2019



City of Laredo
Internal Audit Division

Consolidated Audit Report: Unannounced Cash,
Unannounced Inventory & Compliance Audits Completed
with Department Responses
October 2018 through December 2018

Table of Contents

l. Executive SUMMaArY .........cooviviiiiiiiieiiei e [

1.  Unannounced Cash & Petty Cash Audits

Cash Audits (October 2018)..........cccoviiiieinnenn.n. 1
Cash Audits (November 2018)..........cccoevvvvenennnen. 2
Response Received from Tax (Audit # 6765)............ 3
Response Received from Tax (Audit # 6767) ............ 4
Response Received from Community Development
(Audit # 6783)... : 5
Cash Audits (December 2018) ..................................... 6
Response Received from Airport (Audit # 6795)....... 7
Response Received from Traffic (Audit #s 6807, 6810
G B8LL) it 8
I11.  Unannounced Inventory Count Audits
October 2018
Fleet Management / Fuel ......................... 9
Response Received from Fleet .................. 11
Public Works ..o, 13
Fleet Management / Parts ........................ 14
Parks / Central Warehouse ....................... 15
Response Received from Parks ................. 16
November 2018
Health / Pharmacy ............ccoovvvviiiinnnn 17
Response Received from Health ................ 18
TranSit .o 19
UtHItIES .o 20
December 2018
Max Mandel Municipal Golf Course .......... 21
Parks / Central Warehouse ...................... 23
Traffic .. 24

Response Recelved from Trafflc ............... 25



City of Laredo
Internal Audit Division

Consolidated Audit Report: Unannounced Cash,
Unannounced Inventory & Compliance Audits Completed
with Department Responses
October 2018 through December 2018

Table of Contents

IV. Compliance Audits
Petty Cash Compliance Audit
(N1 0o ) P 30
Response Received from Airport ..........cccoovveenniennns 32

V.  Appendix A - Internal Audit Staff Acknowledgment 33



|. Executive Summary



EXECUTIVE SUMMARY

In accordance with the Fiscal Year 2019 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 2018 through December 2018. 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 92
Unannounced Inventory Count Audits 10
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 Three (3) audits noted where collections / cash funds had overages or shortages.

e Four (4) 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 the
following:

0 Checks collected were not “endorsed for deposit” at point of receipt.
o0 The City of Laredo’s “Receipt Policy” Notice to the Public was not posted at the time
of the audit.
o0 Collections were not properly secured in a safe, vault or similar secured locked area.
0 The payment of sales tax was noted on a petty cash purchase when the City of Laredo
is sales 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 92 unannounced cash audits conducted for the time period of October 2018 through December
2018, only seven (7) audits, or seven (7%) 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

e On the Fuel Inventory Audit conducted at Fleet Management, we noted a finding where the
average percentage change variance across all fueling stations was fourteen (14%) percent
when attempting to reconcile the fuel tanks housed on Daugherty Street and the fuel tanks
housed at the City Landfill. While we would continue to recommend that Fleet print WinCC
receipts at the time of (or as close as possible to) fuel delivery from the vendor, it was also
brought to our attention by the Fleet Management Department that the fueling systems
malfunctioned during the time period randomly selected for the audit. The malfunction was
reported to and repaired by the tank monitoring system vendor.

e 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. Additionally, there was one (1) instance with the Health Department
Pharmacy where unit prices were not reflected on the inventory reports generated by the
inventory software program at the time of the audit.

e Of the other eight (8) inventory audits conducted during the quarter, there was one (1) other
audit, at the Traffic Department, where a variance was noted in reconciling selected inventory
items on hand with quantities reflected on the 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-two (42) inventory items randomly selected during the time
period of October 2018 through December 2018, one (1) item selected was noted with a finding for
variances, which equates to two (2%) percent of the total population tested.

Results and Recommendations on Compliance Audits

Petty Cash Compliance Audit — Airport

The results of the Petty Cash Compliance Audit for the Airport Department reflected one (1)
finding where the payment of sales tax was noted on a petty cash purchase when the City of Laredo is
exempt from the payment of sales tax. Based off of the finding noted, our recommendation consisted
of reminding the department to provide a sales tax exemption certificate to the employee making the




petty cash purchase. Responses on corrective action were submitted by the corresponding department
to Internal Audit.

A more extensive report of all the quarterly audit results and recommendations can be found in
the ensuing report along with any corresponding responses on corrective action from the affected
departments.



Il. Unannounced Cash &
Petty Cash Audits



October 2018



10

11
12
13

14

15
16
17
18
19
20
21
22
23
24
25

26

27

28

29

CITY OF LAREDO
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6732 |Parks - Administration LFR 10/12/2018| $ 400.00 | $ 400.00 | $ - 0.00%| Petty Cash NO NO
6733 |Health - Administration LFR 10/12/2018| $ 300.00 | $ 300.00 | $ - 0.00% Petty Cash NO NO
6734 |Bridge IV - Customer Svc LFR 10/17/2018| $ 559275 | $ 5592.75 | $ - 0.00% NO NO
6735 |Bridge IV - Customer Svc LFR 10/17/2018| $ 2,873.00 | $ 2,873.00 | $ - 0.00% NO NO

Bridge III - Toll Booth
6736 |Collector LFR 10/17/2018 9450 | $ 9450 | $ - 0.00% NO NO
6737 |Bridge IIl - Customer Svc LFR 10/17/2018| $ 4,000.00 | $ 4,000.00 | $ - 0.00% NO NO

Airport - Federal Inspection
6738 |Station (FIS) LFR 10/22/2018| $ 105.00 | $ 105.00 | $ - 0.00% NO NO
6739 |Municipal Court LFR 10/22/2018 5,141.20 5,142.10 0.90 0.02% NO NO
6740 |Transit LFR 10/22/2018| $ 200.00 | $ 200.00 | $ - 0.00% Petty Cash NO NO

Bridge Il - Toll Booth
6741 |Collector LFR 10/25/2018| $ 4725 | $ 4725 | $ - 0.00% NO NO

Bridge Il - Toll Booth
6742 |Collector LFR 10/25/2018| $ 584.50 | $ 584.50 | $ - 0.00% NO NO
6743 |Bridge Il - Customer Svc LFR 10/25/2018| $ 491.00 | $ 491.00 | $ - 0.00% NO NO
6744 |Bridge Il - Customer Svc LFR 10/25/2018| $ 850.00 | $ 850.00 | $ - 0.00% NO NO

Bridge | - Toll Booth
6745 |Collector LFR 10/25/2018| $ 269.50 | $ 269.50 | $ - 0.00% NO NO

Bridge | - Toll Booth
6746 |Collector LFR 10/25/2018| $ 644.00 | $ 644.00 | $ - 0.00% NO NO
6747 |Building LFR 10/25/2018| $ 3,377.76 | $ 3,377.76 | $ - 0.00% NO NO
6748 |Tax (City Hall) LFR 10/25/2018| $ 2894751 | $ 2894751 | $ - 0.00% NO NO
6749 |Tax (City Hall Annex) LFR 10/26/2018| $ 17,865.54 | $ 17,866.54 | $ 1.00 0.01% NO NO
6750 |Tax (City Hall Annex) LFR 10/26/2018| $ 8,278.11 | $ 8,278.14 [ $ 0.03 0.00% NO NO
6751 |Tax (City Hall) LFR 10/25/2018| $ 3382423 | $ 3382424 | $ 0.01 0.00% NO NO
6752 |Tax (City Hall) LFR 10/25/2018| $ 42,226.18 | $ 42,226.18 | $ = 0.00% NO NO
6753 |Utility Billing LFR 10/26/2018| $ 330.00 | $ 330.00 | $ - 0.00% NO NO
6754 |Solid Waste - Landfill LFR 10/26/2018| $ 11790 | $ 11790 | $ - 0.00% NO NO
6755 |Health - Environmental LFR 10/30/2018| $ 50.00 | $ 50.00 | $ - 0.00% NO NO
6756 |Health - La Familia LFR 10/30/2018| $ 35.00 | $ 35.00 | $ - 0.00% NO NO

No Collections Noted at Time of

6757 |Health - Tuberculosis (TB) LFR 10/30/2018| $ 25.00 | $ 25.00 | $ - 0.00%| Change Fund NO NO Audit

Environmental Svcs - No Collections Noted at Time of
6758 |HazMat LFR 10/30/2018| $ - $ - $ - 0.00% NO NO Audit
6759 |Transit - Lobby Tellers LFR 10/30/2018| $ 45.00 | $ 45.00 [ $ - 0.00% NO NO

Human Resources - Risk No Collections Noted at Time of
6760 |Management LFR | 10/30/2018| $ - $ - s - 0.00% NO | NO Audit

Audit Form Numbers inadvertently conducted out of sequence.
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6761 |Bridge Ill - Customer Svc. EYR 11/7/2018| $ 75.00 | $ 75.00 | $ - 0.00%| Change Fund NO NO
Bridge III - Bridge Toll
6762 |Collector EYR 11/7/2018| $ 80.50 | $ 80.70 0.20 0.25% NO NO
6763 |Bridge IV - Customer Svc. EYR 11/7/2018| $ 300.75 | $ 300.75 | $ - 0.00% NO NO
6764 |Bridge IV - Customer Svc. EYR 11/7/2018| $ 2,906.06 | $ 2,906.06 | $ - 0.00% NO NO
Policy Violation: Checks Not
"Endorsed for Deposit" at Point
6765 |Tax (City Hall Annex) EYR 11/14/2018| $ 3,757.75 | $ 3,757.75 | $ - 0.00% NO | YES of Receipt
6766 |Tax (City Hall Annex) EYR 11/14/2018| $ 26,287.37 | $ 26,287.27 | $ (0.10) 0.00% NO NO
Policy Violation: City of Laredo
" Receipt Policy" Notice to the
Public not Posted at the Time
of the Audit
6767 |Tax (City Hall Annex) EYR 11/14/2018| $ 277.78 | $ 277.78 | $ - 0.00% NO | YES
6768 |Utility Billing EYR 11/14/2018| $ 760.46 | $ 760.46 | $ - 0.00% NO NO
6769 |Parks - Cemetery EYR 11/14/2018| $ 500.00 | $ 500.00 | $ - 0.00% NO NO
6770 |Bridge Il - Customer Svc. EYR 11/15/2018| $ 210.00 | $ 210.00 | $ - 0.00% NO NO
6771 |Bridge Il - Customer Svc. EYR 11/15/2018| $ 138.50 | $ 138.50 | $ - 0.00% NO NO
Bridge Il - Toll Booth
6772 |Collector EYR 11/15/2018| $ 602.25 | $ 602.27 | $ 0.02 0.00% NO NO
Bridge Il - Toll Booth
6773 |Collector EYR 11/15/2018| $ 626.50 | $ 623.56 | $ (2.94) -0.47% NO NO
Unable to Audit: Petty Cash
6774 |Budget EYR | 11/16/2018| $ - $ - s - 0.00%| Petty Cash NO | NO Fund Turned into Finance
6775 |Tax (City Hall) EYR 11/16/2018| $ 2,553.00 | $ 2,553.00 | $ - 0.00% NO NO
6776 |Tax (City Hall) EYR 11/16/2018| $ 2,643.24 | $ 2,64324 | $ - 0.00% NO NO
6777 |Traffic - Parking EYR 11/16/2018| $ 145.00 | $ 145.00 | $ - 0.00% NO NO
Convention & Visitors' No Collections Noted at the
6778 |Bureau (CVB) EYR 11/16/2018 350.00 | $ 350.00 | $ - 0.00%| Change Fund NO NO Time of Audit
6779 |Traffic - Parking EYR 11/16/2018| $ 200.00 | $ 200.00 | $ - 0.00%| Petty Cash NO NO
Bridge | - Toll Booth
6780 |Collector EYR 11/16/2018| $ 1,19875| $ 1,20052 | $ 1.77 0.15% NO NO
Bridge | - Toll Booth
6781 |Collector EYR 11/16/2018 185850 | $ 1,858.61 0.11 0.01% NO NO
6782 |Health - Ambulance Billing EYR 11/16/2018| $ 12,759.70 | $ 12,759.70 | $ - 0.00% NO NO
No Collections Noted at Time of
Audit. Policy Violation:
Collections not Maintained in a
Safe, Vault or Similar Secured
Community Development - Area as per City's Cash
6783 |Housing Rehab EYR 11/27/2018| $ - $ - $ - 0.00% NO | YES Handling Policy
6784 |Community Development EYR 11/27/2018| $ 100.00 | $ 100.00 | $ - 0.00%| Petty Cash NO NO
No Collections Noted at Time of
6785 |Planning EYR 11/27/2018| $ - $ - - 0.00% NO NO Audit
6786 |Police - Records EYR 11/27/2018| $ 34530 | $ 345.30 | $ - 0.00% NO NO
6787 |Health - Vital Statistics EYR 11/27/2018| $ 619.00 619.00 | $ - 0.00% NO NO
Parks - Margarito
Benavides Recreation No Collections Noted at Time of
6788 |Center EYR 11/27/2018| $ - $ - $ - 0.00% NO NO Audit
No Collections Noted at Time of
6789 |Animal Care Services EYR 11/28/2018| $ 100.00 | $ 100.00 | $ - 0.00%| Change Fund NO NO Audit
6790 |Public Works EYR 11/28/2018| $ 300.00 | $ 300.00 | $ - 0.00%| Petty Cash NO NO
6791 |Utilities EYR 11/29/2018| $ 4,473.20 | $ 447320 | $ - 0.00% NO NO
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6792|Animal Control LFR 12/10/2018 300.00 300.00 | $ - 0.00% Petty Cash NO NO
6793 | Utilities LFR 12/10/2018 300.00 300.00 0.00% Petty Cash NO NO
Unable to Audit: Petty Cash

6794 |Fire LFR 12/10/2018| $ - $ - $ - 0.00% Petty Cash NO NO Custodian Out of Office
6795|Airport LFR 12/10/2018| $ 300.00 | $ 300.00 | $ - 0.00% Petty Cash YES | YES Compliance Audit

Bridge IlI - Toll Booth
6796 Collector LFR 12/11/2018| $ 4550 | $ 4550 | $ - 0.00% NO NO

No Collections Noted at Time of

6797|Bridge Ill - Customer Svc. LFR 12/11/2018| $ 50.00 | $ 50.00 | $ - 0.00%| Change Fund NO NO Audit
6798|Bridge IV - Customer Svc. LFR 12/11/2018| $ 4,083.08 | $ 4,083.08 | $ - 0.00% NO NO
6799|Bridge IV - Customer Svc. LFR 12/11/2018| $ 2,010.25 | $ 2,010.25 | $ - 0.00% NO NO
6800 |Bridge Il - Customer Svc. LFR 12/12/2018| $ 612.00 | $ 612.00 | $ - 0.00% NO NO
6801 |Bridge Il - Customer Svc. LFR 12/12/2018| $ 405.00 | $ 405.00 | $ - 0.00% NO NO
6802 |Bridge Il - Customer Svc. LFR 12/12/2018| $ 1,663.00 | $ 1,663.00 | $ - 0.00% NO NO

Bridge | - Toll Booth
6803 Collector LFR 12/12/2018| $ 43925 | $ 439.40 [ $ 0.15 0.03% NO NO

Bridge | - Toll Booth
6804 | Collector LFR 12/12/2018| $ 546.00 | $ 546.01 | $ 0.01 0.00% NO NO

Bridge | - Toll Booth
6805 | Collector LFR 12/12/2018| $ 161.00 | $ 161.01 | $ 0.01 0.01% NO NO

Traffic - Parking Meters

(Zone 3 / Meter No.
6806 |HO1313) LFR 12/13/2018| $ 160 | $ 160 | $ - 0.00% NO NO

Traffic - Parking Meters Cash & Policy Violation:
6807|(Zone 3/ Meter No. JU708) | LFR 12/13/2018| $ 6.90 | $ 6.60 | $ (0.30) -4.35% YES | YES Collections Shortage

Traffic - Parking Meters
6808|(Zone 3/ Meter No. SA705) [ LFR 12/13/2018| $ 1090 | $ 10.80 | $ (0.10) -0.92% NO NO

Traffic - Parking Meters

(Zone 3/ Meter No.
6809|HO1212) LFR 12/13/2018| $ 215 | $ 215 | $ - 0.00% NO NO

Traffic - Parking Meters

(Zone 3/ Meter No. Cash & Policy Violation:
6810|HO1304) LFR 12/13/2018| $ 13.10 | $ 1235 | $ (0.75) -5.73% YES | YES Collections Shortage

Traffic - Zaragoza Parking Cash & Policy Violation:
6811 |Lot LFR 12/13/2018 964.00 944.00 [ $ (20.00) -2.07% YES | YES Collections Shortage
6812|Health - Immunization LFR 12/18/2018| $ 30.00 | $ 30.00 | $ - 0.00% NO NO

Community Development -
6813 |Municipal Housing LFR 12/18/2018| $ 3,273.00 | $ 3,273.00 | $ - 0.00% NO NO
6814 |Library - Main Branch LFR 12/18/2018| $ 101.80 | $ 101.80 | $ - 0.00% NO NO
6815 |Municipal Court LFR 12/18/2018[ $ 1,929.20 | $ 1,929.20 | $ - 0.00% NO NO
6816 |Airport LFR 12/18/2018| $ 20,586.74 | $ 20,586.74 | $ - 0.00% NO NO
6817 |Tax (City Hall) LFR 12/19/2018 $ 11,708.78 | $ 11,709.03 [ $ 0.25 0.00% NO NO
6818 | Tax (City Hall) LFR 12/19/2018| $ 23,499.51 | $ 23,499.51 | $ - 0.00% NO NO
6819|Solid Waste - Landfill LFR 12/19/2018| $ 1,508.10 | $ 1,508.10 | $ - 0.00% NO NO

Information Svcs & No Collections Noted at Time of
6820 Telecommunications (IST) LFR 12/27/2018| $ - $ - $ - 0.00% NO NO Audit
6821 |Tax (City Hall Annex) LFR 12/27/2018| $ 69,872.87 [ $ 69,872.87 [ $ - 0.00% NO NO
6822|Tax (City Hall Annex) LFR 12/27/2018( $ 124,841.67 | $ 124,841.68 | $ 0.01 0.00% NO NO
6823| Tax (City Hall Annex) LFR 12/27/2018| $ 8,856.56 | $ 8,856.56 | $ - 0.00% NO NO
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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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