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|. Executive Summary



EXECUTIVE SUMMARY

Introduction

In accordance with the Fiscal Year (FY) 2020 approved Annual Audit Plan, enclosed is the
Consolidated Report of Cash and Inventory Controls and Compliance Audits completed by the
Internal Audit Division during the time period of January 2020 through June 2020. A total of one
hundred twenty-three (123) audits were conducted for the time period. The enclosed report also
contains any responses required from the affected departments on corrective action. It should be
noted that during the months of March 2020 through June 2020, many of the scheduled audits could
not be conducted due to facility closures (i.e. Parks Aquatics, Recreation Centers, Libraries, etc.) and
restrictions due to the COVID-19 pandemic, as well as maintaining compliance with protocols for the
safety of both Internal Audit staff and other departmental staff when conducting field audits.

Audit Objectives

The enclosed audits conducted consisted of unannounced field audits to test for compliance with
reconciliation processes and proper internal controls for cash and inventory as required by any
corresponding City policies and procedures.

Audit Scope and Methodology
In order to achieve the audit objectives noted above, we applied the corresponding audit
methodologies for cash and inventory control audits.
Cash Audits:
e Conducted unannounced site visits to those department(s)/division(s) scheduled during the
time period of January 2020 through June 2020;
e Conducted interviews of pertinent staff at site locations visited;
e Obtained an understanding of the City’s Cash Handling Policy and Procedures, as well as any
internal department policies on overage(s)/shortage(s);
e Conducted a reconciliation of collections received to receipts issued on a random selection of
collections employees; and,
e Conducted an assessment for compliance with a sample of internal controls outlined as per the
City’s Cash Handling and Petty Cash Policies.
Inventory Audits:
e Conducted unannounced site visits to those department(s)/division(s) with inventory
warehouses scheduled during the time period of January 2020 through June 2020;
e Conducted interviews of pertinent staff at site locations visited;
e Obtained an understanding of any pertinent internal department policies and procedures on
inventory controls;
e Conducted a reconciliation of randomly selected items on hand with inventory system
generated reporting; and,
e Conducted an assessment for proper inventory internal controls.

We conducted this audit from January 2020 to June 2020 in accordance with generally accepted
government auditing standards. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for our audit results and
conclusions based on our audit objectives.



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.

Audit Results and Recommendations
The table below reflects the types of audits completed during this time period.

# of Audits
Type of Audits Completed Completed
Unannounced Cash & Petty Cash Audits 111
Unannounced Inventory Count Audits 10
Cash Controls Compliance Audits 2

Cash Control Audits

Out of one hundred eleven (111) unannounced cash audits conducted for the time period of January
2020 through June 2020, four (4) audits, or four (4%) percent of the population had findings noted,
which conveys that the majority of the population tested is following the City’s Cash Handling and
Petty Cash Policies and maintaining adequate cash handling internal controls.

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:

o Error(s) noted on amount received on collections receipts issued.

0 Petty Cash Custodian not having keys to box at the time of collections coupled with
inactivity of the fund.

0 Expense account number not included on Petty Cash VVoucher Advance.

Based off of the finding(s) noted above, our recommendations consisted of providing guidance on
cash handling and petty cash procedures as outlined in the City’s Cash Handling and Petty Cash
Policies. In all of the above mentioned instances where findings were noted, responses on corrective
action were submitted by the corresponding departments to Internal Audit.

Inventory Control Audits

On the audits conducted on City-wide inventory items, out of one hundred thirty-two (132) inventory
items randomly selected during the time period of January 2020 through June 2020, four (4) items
were noted with findings for variances, which equates to three (3%) percent of the total population
tested which conveys that the majority of the population tested is maintaining adequate internal
controls. 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. 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.

Additionally, in conducting an assessment of those locations with asset inventory, there was one (1)
instance where the asset tag numbers assigned were either not found or needed replacement. Our
recommendation to the affected department was that the asset inventory items noted be tagged or re-
tagged with their corresponding asset number.

In all of the above mentioned instances where findings were noted, responses on corrective action
were submitted by the corresponding departments to Internal Audit.

Cash Controls Compliance Audits

Petty Cash Compliance Audit — Animal Care Services Department
The results of the Petty Cash Compliance Audit for the Animal Care Services Department
reflected the following findings:

e The dollar amount advanced was not included on the Petty Cash Advance Vouchers as per the

City’s Petty Cash Policy.

Based off of the finding(s) noted above, our recommendations consisted of providing guidance on
petty cash procedures as outlined in the City’s Petty Cash Policy. Responses on corrective action
were submitted by the corresponding department to Internal Audit.

Cash Handling Controls Compliance Audit — City-Wide

A remote review of ninety-five (95) I-Series payment collectors was conducted during the months of
April and May 2020 as a result of the COVID-19 pandemic. Overall, all collectors tested were in
compliance with the submittal of cash receipts deposits and paperwork as outlined by the City’s Cash
Handling Policy.

One observation was noted with the Airport Department.

At the time, collections staff were rotating one day on / one day off, and in many instances, a new
collections batch would be opened towards the end of the day with no collections. Upon the
employee’s return from rotation, the opened batch would be used reflecting a batch date of two days
prior with a transaction date in real time. Based off of the observation noted, our recommendation
consisted of closing out all open batches at the end of the business day while on a rotation schedule.
No response was required since there was no violation of the City’s Cash Handling Policy.

A more extensive report of all 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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CITY OF LAREDO
INTERNAL AUDIT DIVISION

SUMMARY OF SURPRISE CASH AUDITS
JANUARY 2020
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Bridge Il - Toll Booth
7216 |Collections BM 1/6/2020| $ 9450 | $ 9450 | $ - 0.00% NO NO
Bridge Il - Toll Booth
7217 |Collections BM 1/6/2020| $ 16450 | $ 164.50 | $ - 0.00% NO NO
7218 |Bridge Il - Customer Svc. BM 1/6/2020| $ 504.80 | $ 504.80 | $ - 0.00% NO NO
7219 |Bridge Il - Customer Svc. BM 1/6/2020| $ 880.00 | $ 880.00 | $ - 0.00% NO NO
Bridge | - Toll Booth
7220 |Collections BM 1/6/2020| $ 16450 | $ 16454 | $ 0.04 0.02% NO NO
Bridge | - Toll Booth
7221 |Collections BM 1/6/2020| $ 22750 [ $ 22750 | $ - 0.00% NO NO
7222 |Building BM 1/6/2020| $ 559.00 | $ 559.00 [ $ - 0.00% NO NO
Unable to Audit: Department
7223 |Health - Vital Statistics BM 1/6/2020| $ - $ - $ - 0.00% NO NO Short Staffed on Collectors
Unable to Audit: Collector not
7224 |Health - Lab / Buena Vida BM 1/6/2020| $ - $ - $ - 0.00% NO NO Available
Parks - Haynes Recreation
7225 |Center BM 1/6/2020| $ 15.00 | $ 15.00 | $ - 0.00% NO NO
Bridge IlI - Toll Booth
7226 |Collections BM 1/7/2020| $ 8750 | $ 8750 | $ - 0.00% NO NO
Bridge Il - Toll Booth
7227 |Collections BM 1/7/2020| $ 27475 | $ 27472 | $ (0.03) -0.01% NO NO
7228 |Utilities - Sewer BM 1/7/2020| $ 300.00 | $ 300.00 | $ - 0.00% Petty Cash NO NO
Parks - Fasken Recreation
7229 |Center BM 1/8/2020| $ 100.00 | $ 100.00 | $ - 0.00% NO NO
7230 |Bridge IV - Customer Svc. BM 1/8/2020| $ 18,993.93 | $ 18,993.93 | $ - 0.00% NO NO
7231 |Bridge IV - Customer Svc. BM 1/8/2020| $ 5,224.00 | $ 5,224.00 | $ - 0.00% NO NO
7232 |Bridge IV BM 1/8/2020| $ 400.00 | $ 400.00 | $ - 0.00% Petty Cash NO NO
7233 |Health - Lab / Buena Vida BM 1/9/2020| $ 798.00 | $ 798.10 | $ 0.10 0.01% NO NO
7234 |Health - Vital Statistics BM 1/9/2020| $ 12735]| $ 12735 | $ - 0.00% NO NO
Parks - Cigarroa Recreation
7235 |Center BM 1/9/2020| $ 105.00 | $ 105.00 | $ - 0.00% NO NO
Unable to Audit: Department
7236 |Tax (City Hall Annex) BM 1/14/2020| $ - $ - $ - 0.00% NO NO Short Staffed on Collectors
7237 |Solid Waste - Landfill BM 1/14/2020{ $ 1,220.60 | $ 1,220.60 | $ - 0.00% NO NO
7238 |Utilities - Water BM 1/14/2020| $ 300.00 | $ 300.00 | $ - 0.00% Petty Cash NO NO
Airport - Parking Pay
7239 |Station(s) BM 1/15/2020| $ 289.00 | $ 289.00 | $ - 0.00% NO NO
7240 |Airport BM 1/15/2020| $ 9,000.00 | $ 9,000.00 | $ - 0.00% NO NO
7241 |Airport BM 1/15/2020| $ 300.00 | $ 300.00 | $ - 0.00% Petty Cash NO NO
Unable to Audit: Bill Counter
Not Working (Chg Fund of
7242 |Transit BM 1/24/2020( $ - $ - $ - 0.00% NO NO $6,000)
7243 |Transit - Lobby Tellers BM 1/24/2020| $ 400 | $ 4.00 - 0.00% NO NO
7244 |Community Development BM 1/24/2020| $ 100.00 | $ 100.00 | $ - 0.00% Petty Cash NO NO
Parks - Hillside Recreation No Collections Noted at Time of
7245 |Center BM 1/24/2020| $ - $ - $ - 0.00% NO NO Audit
7246 |Tax (City Hall Annex) BM 1/24/2020{ $ 82,678.93 | $ 82,678.10 | $ (0.83) 0.00% NO NO
7247 |Tax (City Hall Annex) BM 1/24/2020| $ 7,384.38 | $ 7,384.38 | $ - 0.00% NO NO
7248 |Tax (City Hall Annex) BM 1/24/2020 $ 707.79 [ $ 707.79 [ $ - 0.00% NO NO
7249 |Tax (City Hall) BM 1/27/2020( $ 33,503.62 | $ 33,503.62 | $ - 0.00% NO NO
7250 |Tax (City Hall) BM 1/27/2020{ $ 17,144.93 | $ 17,144.93 | $ - 0.00% NO NO
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CITY OF LAREDO
INTERNAL AUDIT DIVISION
SUMMARY OF SURPRISE CASH AUDITS
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Bridge Il - Toll Booth
7251 |Collections BM 2/10/2020| $ 106.75 | $ 106.75 | $ - 0.00% NO NO
Bridge Il - Toll Booth
7252 |Collections BM 2/10/2020| $ 350.00 | $ 350.00 | $ - 0.00% NO NO
7253 |Bridge Il - Customer Svc. BM 2/10/2020| $ 191.00 | $ 191.00 | $ - 0.00% NO NO
7254 |Bridge Il - Customer Svc. BM 2/10/2020| $ 392.00 [ $ 392.00 [ $ - 0.00% NO NO
Bridge | - Toll Booth
7255 |Collections BM 2/10/2020| $ 350.00 | $ 350.00 | $ - 0.00% NO NO
Bridge | - Toll Booth
7256 |Collections BM 2/10/2020| $ 224.00 [ $ 224.00 [ $ - 0.00% NO NO
Policy Violation: Expense
Account Number not Included
7257 |Bridge | BM 2/10/2020| $ 500.00 | $ 500.00 | $ - 0.00%| Petty Cash NO | YES on Advance Voucher
No Collections Noted at Time of
7258 |CVB BM 2/10/2020| $ - $ - $ - 0.00% NO NO Audit
7259 |CVB BM 2/10/2020| $ 500.00 | $ 500.00 | $ - 0.00%| Petty Cash NO NO
No Collections Noted at Time of
7260 |Planning BM 2/10/2020| $ - $ - $ - 0.00% NO NO Audit
Bridge IlI - Toll Booth
7261 |Collections BM 2/12/2020( $ 23275 | $ 23275 | $ - 0.00% NO NO
Bridge IlI - Toll Booth
7262 |Collections BM 2/12/2020| $ 56.00 | $ 56.00 | $ - 0.00% NO NO
Unable to Audit: Collector not
7263 |Health - Ambulance BM 2/13/2020| $ - $ - $ - 0.00% NO NO Available
Parks - La Ladrillera No Collections Noted at Time of
7264 |Recreation Center BM 2/13/2020| $ - $ - $ - 0.00% NO NO Audit
7265 |Health - Ambulance Billing BM 2/13/2020| $ 9,617.60 | $ 9,617.60 | $ - 0.00% NO NO
Parks - El Eden Recreation
7266 |Center BM 2/13/2020| $ 100.00 | $ 100.00 | $ - 0.00%| Change Fund NO NO
Parks - Hachar Recreation No Collections Noted at Time of
7267 |Center BM 2/13/2020| $ - $ - $ - 0.00% NO NO Audit
Parks - Marcos Aranda No Collections Noted at Time of
7268 |Recreation Center BM 2/13/2020| $ - $ - $ - 0.00% NO NO Audit
7269 |Tax (City Hall) BM 2/19/2020| $ 3,27343 | $ 3,27343 | $ - 0.00% NO NO
7270 |Tax (City Hall) BM 2/19/2020| $ 6,104.40 | $ 6,104.40 | $ - 0.00% NO NO
7271 |Library BM 2/19/2020| $ 180.00 | $ 18042 | $ 0.42 0.23%| Petty Cash NO NO
Community Development -
7272 |Municipal Housing BM 2/19/2020| $ 665.00 | $ 665.00 | $ - 0.00% NO NO
7273 |Municipal Court BM 2/19/2020| $ 455.00 | $ 455.00 | $ - 0.00% NO NO
Policy Violation: Receipted
Amount on Transaction
7274 |Bridge IV - Customer Svc. BM 2/24/2020| $ 33,066.50 | $ 46,566.50 | $ 13,500.00 40.83% NO | YES Entered Incorrectly
7275 |Bridge IV - Customer Svc. BM 2/24/2020| $ 11,048.25 | $ 11,048.25 | $ - 0.00% NO NO
7276 |Tax (City Hall Annex) BM 2/25/2020| $ 99,752.39 | $ 99,754.27 | $ 1.88 0.00% NO NO
7277 |Tax (City Hall Annex) BM 2/25/2020| $ 54,757.43 | $ 54,757.43 | $ - 0.00% NO NO
Unable to Audit: |-Series
7278 |Tax (City Hall Annex) BM 2/25/2020| $ - $ - $ - 0.00% NO NO System Unavailable
Unable to Audit: Custodian did
7279 |Utilities - Sewer BM 2/26/2020| $ - $ - $ - 0.00%| Petty Cash NO | YES |not have Key to Petty Cash Box
Policy Violation: Denomination
Variances Noted from Last
Audit; No Reimbursement
7280 |Utilities - Sewer BM 2/26/2020| $ 300.00 | $ 300.00 | $ - 0.00%| Petty Cash NO | YES Activity Since Last Audit
7281 |Utility Billing BM 2/27/2020| $ 784.10 | $ 784.10 | $ - 0.00% NO NO
7282 | Tax (City Hall Annex) BM 2/27/2020| $ 25,798.50 | $ 25,798.50 | $ - 0.00% NO NO
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7283 |Tax (City Hall Annex) BM 3/3/2020| $ 39,024.90 | $ 39,024.92 | $ 0.02 0.00% NO NO
7284 |Tax (City Hall Annex) BM 3/3/2020| $ 18,658.59 18,658.34 | $ (0.25) 0.00% NO NO
Unable to Audit: Department

7285 |Utility Billing BM 3/3/2020| $ - $ - $ - 0.00% NO NO Short Staffed on Collectors
7286 |Transit - El Lift BM 3/4/2020| $ 13150 | $ 13273 | $ 1.23 0.94% NO NO
7287 |Transit - Fixed Route BM 3/4/2020| $ 12,117.39 12,146.32 | $ 28.93 0.24% NO NO

Transit - Parking Pay
7288 |Station(s) BM 3/6/2020| $ 312.00 | $ 313.05($ 1.05 0.34% NO NO
7289 |Tax (City Hall) BM 3/10/2020| $ 7,772.88 | $ 7,772.90 | $ 0.02 0.00% NO NO
7290 |Tax (City Hall) BM 3/10/2020| $ 6,516.24 | $ 6,516.24 | $ - 0.00% NO NO
7291 |Building BM 3/10/2020| $ 7,010.22 | $ 7,010.22 | $ - 0.00% NO NO

Bridge Il - Toll Booth
7292 |Collections BM 3/11/2020| $ 108.50 | $ 108.50 | $ - 0.00% NO NO

Bridge Il - Toll Booth
7293 |Collections BM 3/11/2020| $ 308.00 308.00 | $ - 0.00% NO NO
7294 |Bridge Il - Customer Svc. BM 3/11/2020| $ 341.50 341.50 | $ - 0.00% NO NO
7295 |Bridge Il - Customer Svc. BM 3/11/2020| $ 1,565.50 | $ 1,565.50 | $ - 0.00% NO NO

Bridge | - Toll Booth
7296 |Collections BM 3/11/2020| $ 273.00 | $ 273.00 [ $ - 0.00% NO NO

Bridge | - Toll Booth
7297 |Collections BM 3/11/2020| $ 371.00 | $ 371.00 | $ - 0.00% NO NO

Unable to Audit: Supervisor

7298 |Police - Records BM 3/11/2020| $ - $ - - 0.00% NO NO Unavailable during Audit
7299 |Animal Care Services BM 3/11/2020| $ 300.00 | $ 300.00 | $ - 0.00%| Petty Cash NO NO Compliance Audit

* March 2020 Scheduled Cash Audits not Completed due to COVID-19 Restrictions enacted in mid-March on field audits and social distancing requirements.




April 2020

No Cash and Inventory Field Audits
Conducted due to COVID-19
Restrictions & Safety Protocols



May 2020

No Cash and Inventory Field Audits
Conducted due to COVID-19
Restrictions & Safety Protocols
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Unable to Audit: No In-Person
Customer Payments being
Accepted due to COVID-19
7300 |Utility Billing BM 6/16/2020| $ - $ - $ - 0.00% NO NO Restrictions
7301 |Tax (City Hall Annex) BM 6/16/2020| $ 12,49291 | $ 12,492.91 | $ - 0.00% NO NO
7302 |Tax (City Hall Annex) BM 6/16/2020| $ 16,200.92 | $ 16,201.00 | $ 0.08 0.00% NO NO
7303 |Tax (City Hall Annex) BM 6/16/2020| $ 41,483.50 | $ 41,483.89 | $ 0.39 0.00% NO NO
Bridge Il - Toll Booth
7304 |Collections BM 6/17/2020| $ 5250 | $ 5250 | $ - 0.00% NO NO
Bridge Il - Toll Booth
7305 | Collections BM 6/17/2020| $ 182.00 | $ 182.10 | $ 0.10 0.05% NO NO
Bridge Il - Toll Booth
7306 |Collections BM 6/17/2020| $ 49350 | $ 49342 | $ (0.08) -0.02% NO NO
Bridge Il - Toll Booth
7307 |Collections BM 6/17/2020| $ 336.00 | $ 336.00 | $ - 0.00% NO NO
7308 |Bridge Il BM 6/17/2020| $ 3,400.00 | $ 3,400.00 | $ - 0.00%| Change Fund NO NO
7309 |Bridge Il - Customer Svc. BM 6/17/2020| $ 3,639.55 | $ 3,639.55 | $ - 0.00% NO NO
7310 |Bridge Il - Customer Svc. BM 6/17/2020| $ 5,975.30 | $ 5,975.30 | $ - 0.00% NO NO
Unable to Audit: Bridge |
Closed due to COVID-19
7311 |Bridge | BM 6/17/2020| $ - $ - $ - 0.00% NO NO Restrictions
7312 |Health - TB BM 6/17/2020| $ 50.00 | $ 50.00 | $ - 0.00%| Change Fund NO NO
7313 |Health - Ambulance Billing BM 6/17/2020 4,494.77 4,494.77 - 0.00% NO NO
7314 |Health - Vital Statistics BM 6/17/2020 373.00 373.00 - 0.00% NO NO
No Collections Noted at Time of
Audit; Currently Only Accepting
Mail Payments due to COVID-19
7315 |Environmental Svcs. BM 6/17/2020| $ - $ - $ - 0.00% NO NO Restrictions
7316 |Building BM 6/18/2020| $ 1,275.62 | $ 127562 | $ - 0.00% NO NO
7317 |Traffic - Parking BM 6/18/2020| $ 200.00 | $ 200.00 | $ - 0.00%| Change Fund NO NO
7318 |Traffic - Parking BM 6/18/2020| $ 200.00 | $ 200.00 | $ - 0.00% Petty Cash NO NO
7319 |Solid Waste - Landfill BM 6/24/2020| $ 200.00 | $ 200.00 | $ - 0.00% Petty Cash NO NO
7320 |Solid Waste - Landfill BM 6/24/2020| $ 96.90 | $ 96.90 | $ - 0.00% NO NO
Currently Only Accepting Mail
Payments due to COVID-19
7321 |Police - Records BM 6/24/2020 $ 1,940.00 | $ 1,940.00 | $ - 0.00% NO NO Restrictions
7322 |Utilities - Engineering BM 6/24/2020| $ 228442 | $ 2,284.42 | $ - 0.00% NO NO
7323 |Bridge Il - Customer Svc. BM 6/24/2020| $ 2,212.50 | $ 2,21250 | $ - 0.00% NO NO
Bridge III - Toll Booth
7324 |Collections BM 6/24/2020| $ 66.50 | $ 66.50 | $ - 0.00% NO NO
7325 |Bridge IV - Customer Svc. BM 6/24/2020| $ 12,907.65 | $ 12,907.65 - 0.00% NO NO
7326 |Bridge IV - Customer Svc. BM 6/24/2020| $ 6,458.37 | $ 6,458.37 | $ - 0.00% NO NO

*June 2020 Scheduled Cash Audits not Completed due to COVID-19 Restrictions on field audits due to increased positivity rates.
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April 2020

No Cash and Inventory Field Audits
Conducted due to COVID-19
Restrictions & Safety Protocols
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May 2020

No Cash and Inventory Field Audits
Conducted due to COVID-19
Restrictions & Safety Protocols
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V. Appendix A — Internal
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INTERNAL AUDIT STAFF ACKNOWLEDGMENT

Veronica Urbano-Baeza, Internal Auditor

Elia Y. Rodriguez, Auditor Il

Bianca V. Medellin, Auditor I
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