COUNTY HIDALGQ

COUNTY AUDITOR'S OFFICE e B —
Hidalgo County Administration Buildin Iy

2808 South Business Highway 281
Edinburg, Texas 78539-6243 i L ;
PHONE: (956) 318-2511 ; -

FAX: (956) 318-2577 EDINBURG, TEXAS 78539
WEBSITE. www.co.hidalgo.tx.us/auditer

December |7, 2019

The Honorable Richard F. Cortez, Hidalgo County Judge

The Honorable David L. Fuentes, Commissioner Precinct No. 1
The Honorable Eduarde Cantu, Commissioner Precinet No, 2
The Honorable Jose M. Flores, Commissioner Precinct No, 3
The Honorable Ellie Torres, Commissioner Precinct No, 4

Dear Judge and Commissioners:

Pursuant to Local Government Code Section 115.0035 (c), we are submitting for your review the following County

Auditor reports:
Department Description
The Hon. Pablo Villarreal, Jr., RTA Hidalgo County Tax Coilected Reports for August 2019 and
Hidalgo County Tax Assessor/Collector September 2019
Ms. Yvonne Ramon, Elections Administrator Monthly Fees Report for August 2019
Ms. Yvonne Ramon, Elections Administrator Monthly Fees Report for Septenber 2019
Mr. T.J. Arredondo, Director Planning Departiment Monthly Fees Report for August 2019 and September 2019
The Hon. J.E. “Eddie” Guerra, Hidalgo County Sheriff Fee Account Monthly Fees Report for July 2019

The Hen. Laura Hinojosa, Hidalgo County District Clerk Monthly Fees Report for September 2019

“B” Account Financial Statements for June 2019 through
The Hon. J.E. “Eddie” Guerra, Hidalgo County Sheriff August 2019

H.B, 65 Financial Statements for June 30, 2019 through
The Hon. Ricardo Rodriguez, Criminal District Attorney August 31, 2019

Hot Checks Financial Statements for June 2019 and

The Hon. Ricardo Rodriguez, Criminal District Attorney July 2019

HIDTA Financial Statements for June 30, 2019 through
The Hon. Ricardo Rodriguez, Criminal District Attorney August 31, 2019

The Hon, Pablo Villarreal, Jr., RTA City of McAllen TIRZ No. | —~Report No. 2018-33, 2017-77
Hidalge County Tax Assessor/Collector and 2016-34
Mr. Roy Rodriguez, City Manager McAllen TIRZ No. | — (Tres Lagos) Report No. 2018-33,
City of McAllen 2017-77 and 2016-34
Mr. Rolando Garza, Chief Appraiser City of McAllen TIRZ No. 1 - Report No. 2018-33, 2017-77
Hidalgo County Appraisal District and 2016-34
The Hon, Lita Leo, Hidalge County Treasurer Visiting Judge’s Compensation Claims-Audit No. 2019-81
The Hon. Pablo Villarreal, Jr., RTA
Hidalgo County Tax Assessor/Collector October 2019 DTA Payment Request Report No. 2019-96
Ms. Angie Chapa, Law Librarian Cash Count Audit No. 2019-77
The Hon. J.E. “Eddie” Guerra, Hidalgo County Sheriff Investigation Fund Account Cash Count Audit No. 2019-78
The Hon. LE. “Eddie” Guerra, Hidalgo County Sheriff Fee Account Cash Count Audit No. 2019-79
The Hon. J.E, “Eddie” Guerra, Hidalgo County Sheriff Regular Trust Account Cash Count Audit No. 2019-80
The Hon, Lita Leo, Hidalgo County Treasurer Cash Count Report No. 2019-83
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Commissioners Court
December 17, 2019
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The Hon. L.E. “Eddie” Guerra, Hidalgo County Sheriff

“B” Account Cash Count No. 2019-86 and 2019-87

The Hon, Eduardo Cantu, Commissioner Precinct No, 2

Alamo CRC Sanitation Program
Cash Count Report No. 2019-89

The Hon. Celestino Avila Jr. Constable Precinct No. |

Cash Count Report No. 2019-91

Mr. Homero Garza, Fire Marshal

Cash Count Audit No. 2019-93

Mr. Eduardo Olivarez, Chief Administrative Qfficer
Hidalgo County Health and Human Services Department

Environmental Health Division-Restaurant
Cash Count Audit No. 2019-94

Mr. Eduardo Olivarez, Chief Administrative Officer
Hidalgo County Health and Huwman Services Department

Environmental Health Division On-Site Sewage
Cash Count Audit No, 2019-95

Mr. Eduardo Olivarez, Chief Administrative Officer
Hidalge County Health and Human Services Department

Weslaco Health Clinic Cash Count Report No. 2019-556

The Hon. Pablo Villarreal, Jr.,, RTA
Hidalgo County Tax Assessor/Collector

Weslaco Tax Office Cash Count Report No. 2019-563

The Hon. Pablo Villarreal, Jr., RTA
Hidalgo County Tax Assessor/Collector

Elsa Tax Office Cash Count Report No. 2019-568

The Hon. Pablo Villarreal, Jr,, RTA
Hidalgo County Tax Assessor/Collector

San Juan Motor Vehicle Substation
Cash Count Report No. 2019-578

The Hon. Pablo Villarreal, Jr., RTA
Hidalgo County Tax Assessor/Collector

Elza Motor Vehiele Substation
Cash Count Report No. 2019-580

Cash Count Report No. 2019-587

The Hon. Jesus Morales, Justice of the Peace Pct. 1 PI. 2
ectfully,

Maria Arcilia Duran, CPA

JUDSE, T D.C.
OVERSEER

Hidalge County Auditor
Attachments
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COUNTY

HIDALGO COUNTY AUDITOR’S OFFICE
Hidalgo County Administration Building
2808 South Business Highway 281 N et
Edinburg, Texas 78539-6243

pHONE;g(g53)313_2511 EDINBURG, TEXAS 78539
FAX: (956) 318-2577

WEBSITE: www.co.hidalgo. tx.us/auditor

November 12, 2019

The Honorable Pablo “Panl” Villarreal, Jr., RTA
Hidalgo County Tax Assessor/Collector

2804 South Business Highway 281

Edinburg, Texas 78539

Re: Hidalgo County Tax Collected Reports for August 2019 and September 2019
Dear Mr. Villarreal:

We conducted a limited scope review of the Hidalgo County Tax Collected Reports and supporting documentation for
the County of Hidalgo (GHD), Road District No. 2 (RID2), Road District No. 5 (RD5), Road District No. 15 (RD15),
and State District (TEX) taxing entities for the month of August 2019 and September 2019 pursuant to Local
Government Code §115.002 (a) and (b) and Local Government Code §115.901.

The objective of the review was to determine if taxes, penalties, interest, and fees collected were properly accounted
and reported. The purpose of this report is to furnish management independent, objective analyses, recommendations,
and information concerning the area reviewed. The report should serve as a tool to help management discern and
implement specific improvements.

Scope:
The scope of the review was limited to collections reported by your office on the Hidalgo County Deposit Status

Report — All Locations and the Hidaigo County Tax Collected Reports for the County of Hidalgo (GHD), Road District
No. 2 (RD2), Road District No. 5 (RD5), Road District No. 15 (RI215), and State District (TEX) taxing entities. The
review was not designed nor intended to be a detailed study of every relevant control system, procedure, or transaction.
Accordingly, the opportunities for improvement presented in this report may not be all-inclusive of areas where
improvement could be made.

Methodology:
In conducting the review, the followmg procedures were performed:

s Verified that the Hidalgo County Tax Collected Reports and supporting documentation were submitted to the
County Auditor’s Office within fifteen or twenty-five days, as applicable, after the last day of the month pursuant
to Tax Code §31.10 (a).

¢ Verified that the Hidalgo County Tax Collected Reports were signed by an authorized signatory as documented on
the “Authorized Signatories Form.”

e Verified the mathematlcal accuracy of the Hidalgo County Tax Collected Reporis by footing and cross-footing the
reports.

* Verified that taxes collected per the Hidalgo County Tax Collected Reports agreed to: 1.) total collections per
ACT’s Deposit Distribution Report (Report No, TC298-D); 2.) total deposits made with the County Treasurer; and
3.) total deposits posted to Alie s Undistributed Receipts general ledger account.
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Honorable Pablo “Paul” Villarreal, Jr,
November 12, 2019
Page 2 of 3

o Verified that modifications to the tax levy per the Hidalgo County Tax Collected Reports agreed to modifications
made to the tax levy per ACT's Tax Collector Monthly Report (Report No. TC168) for each entity.

o Compared the Hamer Enterprise Online Credit Card Payment Report to the Hidalgo County Deposit Status
Report — All Locations to determine if online credit card transactions were timely receipted.

e Compared the Flectronic Check BMI 147 Report to the Hidalgo County Deposit Status Report — All Locations to
determine if all online e-check transactions were timely receipted.

o Reviewed the Hidalgo County Tax Collected Reporis and County Treasurer receipts to determine if collections
were properly accounted and deposited with the County Treasurer in a timely manner.

* Reviewed deposits that did not agree to the Hidalgo County Deposit Status Report — All Locations report to
determine if the shortages were replenished and/if overages were deposited to the general fund as miscellaneous
revenue.

e Reviewed selected validated deposit slips to determine if the deposit composition (cash, checks, credit card
payments) agreed to the total of the applicable payment method listed on the Hidalgo County Deposit Status
Report — Ail Locations report.

Conclusion:

Collections for the month of August 2019 and September 2019 as reported on the Hidalgo County Tax Collected
Reports for the County of Hidalgo (GHD), Road District No. 2 (RD2), Road District No. 5 (RDS5), Road District No. 15
(RD15), and State District (TEX) taxing entities totaled $16,399,600.37 and $1,407,604.01, respectively. Based on the
review, we concluded that taxes, penalties, interest, and fees collected were not properly accounted and reported (see
Observation No. 1). In addition, the system of internal controls for the accounting of collections requires improvement
as noted in the following observation. '

The responsibility for establishing and maintaining a sound internal control system rests with management. The
objectives of an internal control system are to provide management with reasonable, but not absolute, assurance that
assets are safeguarded against loss from unauthorized use or theft, and that transactions are executed in accordance with
management’s authorization and recorded properly.

Observation No. 1;

We noted that total deposits did not agree to the amount collected per the Deposit Status Report - All Locations report.
Deposits for the month of August were short $380.92 and over $32.48. Deposits for the month of September were
short $1,523.28 and over $123.54. Significant cashier shortages and overages are as follows:

August 2019
Shortage:
o  One cashier was short $380.92 at the Mission Substation on August 30, 2019 “B” batch.

Overages:
o  One cashier was over $10.00 in checks at the Edinburg Substation on August 30, 2019 “B” batch.

September 2019

Shortages:
o One cashier was short $20.00 at the Mission Substation on September 4, 2019.
o  One cashier was short $1,000.00 at the Mission Substation on September 6, 2019.
o One cashier was short $500.00 at the Edinburg Substation on September 6, 2019.

Overages:
o One cashier was over $20.01 at the Edinburg Substation on September 26, 2019.
o One cashier was over $100.00 at the Edinburg Substation on September 30,2019,

According to staff, the August shortage was cansed when a cashier issued a receipt for more than the amount received.
The error was caught and corrected the following day. The September shortages of $1,000.00 and $500.00 were due to
cashier input error. The error was caught and corrected the following month. The $20.00 shortage was replenished
with funds in the Cashier Qver/Short balance sheet account.

All overages were not remitted to the County Treasurer’s Office as miscellaneous revenue. Instead, the overage was
recorded in the Cashier Over/Short balance sheet account. Overages are utilized to replenish collection shortages, if
any.
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Honorable Pablo “Paul” Villarreal, Jr.

November 12, 2019

Page3of 3

The County Auditor’s Office requires that cash receipts be deposited intact daily. In addition, overages should be
remitted to the County Treasurer’s Office as miscellaneous revenue. If a shortage occurs of $100.00 or more, or
criminal conduct is suspected, regardless of the amount, the shortage must be immediately reported to the County
Auditor’s Office and the Sheriff's Office. Shortages should be replenished or a request for indemnification should be
made to Commissioners Court pursuant to Local Government Code §157.903. Local Government Code §157.903
authorizes Commissioners Court to indemnify an elected or appointed County officer against personal liability for the
loss of County funds, if the loss was not the result of the officer’s negligence or criminal action. Failure to implement
internal controls may be considered negligence. Supervisors must monitor all overages and shortages to determine if
there is a pattern meriting further investigation, modification of collection procedures, retraining of personnel, or
disciplinary action.

Failure to ensure that shortages are properly accounted and reported may result in the loss or misuse of funds.

Recommendation:

Management should retrain employees to ensure that cashiers verify that the receipt agrees to the amount collected,
prior to issuing a receipt. In addition, management should develop and implement formal monitoring procedures to
ensure that overages and shortages are properly accounted and reported. At a minimum, procedures should include the
following:

A

o Transfer overages to the County Treasurer as miscellanecus revenue;

o Replenish shortages or request indemnification from Commissioners Court pursuant to Local Government
Code §157.903; )

o Monitor all overages and shortages to determine if there is a pattern meriting further investigation,
modification of collection procedures, retraining of personnel, or disciplinary action; and

o Immediately report shortages to the County Auditor’s Office and the Sheriff’s Office, regardless of the
amount, if criminal conduct is suspected.

Please provide a written management response for the observation noted above by November 22, 2019.

If you have any questions or would like to schedule a meeting to discuss the above noted observation, please contact
Abigail Guajardo, MSA, Internal Auditor II, at 318-2511 ext. 4652, Yvonne Torres, Revenue Audit Supervisor, at ext.
4642, Letty Chavez, Director of Audit Division, at ext. 4651, Linda Fong, First Assistant Auditor, at ext. 4668, or me at
ext. 4645,

Respectfully,

Maria Arcilia Duran, CPA
Hidalgo County Auditor

cc: Mr. Valde Guerra, County Executive Officer
Ms, Eva Mireles, Tax Office Chief of Operations
Mr. Julio Espinosa, Property Tax Manager
M. Crystal Puente, Chief Accountant
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COUNTY

HIDALGO COUNTY AUDITOR'S OFFICE
Hidalgo County Administration Building

2808 South Business Highway 281

Edinburg, Texas 78539-6243 EDINBURG, TEXAS 78539
PHONE: (956} 318-2511 |

FAX: (956) 318-2577

WEBSITE: www.co.hidalgo.tx.us/audifor

October 29, 2019

Ms. Yvonne Ramon, Elections Administrator
Hidalgo County Elections Department

101 S. 10" Street

Edinburg, Texas 78539

Re: Monthly Fees Report for August 2019
Dear Ms. Ramon:

We conducted a limited scope review of the Monthly Fees Report (Monthly Report) and supporting
documentation for the month of August 2019 pursuant to Local Government Code §115.002 (a) and (b), The
objective of the review was to determine if fees collected were properly accounted and reported. The purpose
of this report is to furnish management independent, objective analyses, recommendations, and information
concerning the area reviewed. The report should serve as a tool to help management discern and implement
specific improvements.

Scope:
The scope of the review was limited to collections reported by your office on the Monthly Report for the month

of August 2019, The review was not designed nor intended to be a detailed study of every relevant control
system, procedure, or transaction. Accordingly, the opportunities for improvement presented in this report
may not be all-inclusive of areas where improvement could be made.

Methodology:
In conducting the review, the following procedures were performed:

& Verified that the Monthly Report and supporting documentation were submitted to the County Auditor’s
Office within 5 days after the last day of the month pursuant to Local Government Code §114.001 (b).

o Verified that the Monthly Report was signed by an authorized signatory as documented on the

“Authorized Signatories Form.”

Verified the mathematical accuracy of the Monthly Report by footing and cross-footing the report.

Reviewed receipts issued to determine if fees were allocated and reported in the proper amounts.

Verified that procedures for voiding receipts were properly followed.

Verified that collections per the Monthly Report agreed to: 1.) total receipts issued; and 2.) total deposits

made with the County Treasurer. . '

¢ Reviewed Cashier’s Daily Close-out Reports/Daily Remittance Reports (Close-out Reports) and County
Treasurer receipts to determine if collections were properly accounted and deposited with the County
Treasurer on & timely basis.

e Verified that receipts were properly completed and issued in sequential order.

e Verified that Close-our Reports were properly completed.

Lurs i
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Ms. Yvonne Ramon
October 29, 2019
Page 2 0f 2

Conclusion:
Collections for the month of August 2019 totaled $185,122.06. Based on the review, we concluded that fees

were properly accounted and reported.

[f you have any questions, please contact Araceli A. Guillen, Internal Auditor I, at (956) 318-2511 ext. 4649,
Yvonne Torres, Revenue Audit Supervisor, at ext. 4642, Lelty Chavez, Director of Audit Division, at ext.
4651, Linda Fong, First Assistant Auditor, at ext. 4668, or me at ext. 4645.

Respectfully,

Maria Arcilia Duran, CPA
Hidalgo County Auditor

cc; Mr. Valde Guetra, County Executive Officer
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COUNTY HIDALGO o s

HIDALGO COUNTY AUDITOR’'S OFFICE ] A i []
Hidalgo County Administration Bullding ol = = . u
2808 South Business Highway 281

Edinburg, Texas 78539-6243 EDINBURG, TEXAS 78539
PHONE: (956) 318-2511 '

FAX: (956) 318-2577

WEBSITE: www.co.hidalgo.tx.us/auditor

[

November 15, 2019

Ms. Yvonne Ramon, Elections Administrator
Hidalge County Elections Department

101 S. 10™ Street

Edinburg, Texas 78539

Re: Monthly Fees Report for September 2019
Dear Ms. Ramon:

We conducted a limited scope review of the Monthly Fees Report (Monthly Report) and supporting -
documentation for the month of September 2019 pursuant to Local Government Code §115.002 (a) and (b).
The objective of the review was to determine if fees collected were properly accounted and reported. The
purpose of this report is to furnish management independent, objective analyses, recommendations, and
information concerning the area reviewed. The report should serve as a tool to help management discern and
implement specific improvements.

Scope:
The scope of the review was limited to collections reported by your office on the Monthly Report for the month

of September 2019. The review was not designed nor intended to be a detailed study of every relevant control
system, procedure, or transaction. Accordingly, the opportunities for improvement presented in this report
may not be all-inclusive of areas where improvement could be made.

Methodology:
In conducting the review, the following procedures were performed:

e Verified that the Monthly Report and supporting documentation were submitted to the County Auditor’s
Office within 5 days after the last day of the month pursuant to Local Government Code §114.001 (b).

e  Verified that the Monthly Report was signed by an authorized signatory as documented on the

“Authorized Signatories Form.”

Verified the mathematical accuracy of the Monthly Report by footing and cross-footing the report.

Reviewed receipts issued to determine if fees were allocated and reported in the proper amounts.

Verified that procedures for voiding receipts were properly followed.

Verified that collections per the Monthly Report agreed to: 1.) fotal receipts issued; and 2.) total deposits

made with the County Treasurer.

e Reviewed Cashier’s Daily Close-out Reports/Daily Remittance Reports (Close-out Reports) and County
Treasurer receipts to determine if collections were properly accounted and deposited with the County
Treasurer on a timely basis.

o Verified that receipts were properly completed and issued in sequential order.

o  Verified that Close-out Reports were properly completed.
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Ms. Yvonne Ramon
November 15, 2019
Page 2 of 2

Conclusion:
Collections for the month of September 2019 totaled $44,009.37. Based on the review, we concluded that fees
were properly accounted and reported.

If you have any questions, please contact Araceli A. Guillen, Internal Auditor I, at (956) 318-2511 ext. 4649,
Yvonne Torres, Revenue Audit Supervisor, at ext. 4642, Letty Chavez, Director of Audit Division, at ext.
4651, Linda Fong, First Assistant Auditor, at ext. 4668, or me at ext. 4645.

Respectfully,
%m : Uwﬁ%@

Maria Arcilia Duran, CPA
Hidalgo County Auditor

cc: Mr. Valde Guerra, County Executive Officer
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COUNTY

HIDALGO COUNTY AUDITOR'S OFF}
Hidalgo County Administration Building

2808 Sou

HIDALGO

th Business Highway 281

Edinburg, Texas 78539-6243

PHONE:

(956) 318-2511 EDINBURG, TEXAS 78539

FAX: (956) 318-2577
WEBSITE: www.co.hidalgo.tx.us/auditor

Ociober 28, 2019

Mr. T.J. Arredondo, Director

Hidalgo County Planning Department
1304 8. 25t St

Bdinburg, Texas 78539

Re: Monthly Fees Report for August 2019 and September 2019
Dear Mtr. Arredondo:

We conducted a limited scope review of the Monthly Fees Report and supporting documentation for the month
of August 2019 and September 2019 pursuant to Local Government Code §115.002 (&) and (b). The objective of
the review was to determine if collections were properly accounted and reported. The purpose of this report is to
furnish management independent, objective analyses, recommendations, and information concerning the area
reviewed. The report should serve as a tool to help management discern and implement specific improvements.

Scope:

The scope of the review was limited to collections reported by your office on the Monthly Fees Report for the
month of August 2019 and September 2019. The review was not designed nor intended to be a detailed study of
every relevant control system, procedure, or transaction. Accordingly, the opportunities for improvement
presented in this report may not be all-inclusive of areas where improvement could be made.

Methodology:
In conducting the review, the following procedures were performed:

o Verified that the Monthly Fees Report and supporting documentation was submitted to the County
Auditor’s Office within five days after the last day of the month pursuant to Local Government Code
§114.001 (b).

o Verified that the Monthly Fees Report was Signed by an authorized signatory as documented on the

*Authorized Signatories Form.”

Verified the mathematical accuracy of the Monthly Fees Report by footing and cross-footing the report.

Reviewed receipts issued to determine if proper fee amounts were collected and reported.

Verified that receipts were issued in sequential order.

Verified that procedures for voiding receipts were properly followed.

Reviewed the Revernue Detail Report by Account generated from Alio to determine if fees collected were

properly accounted and deposited with the financial institution on or before the fifth business day after the

day on which the funds were received.

e Verified that the collections per the Monthly Fees Report agreed to: 1.) total receipts issued by the
department; 2.) total deposits made with the financial institution; and 3.) total receipts issued by the County
‘Treasurer,

e Verified that receipts and the Monthly Fees Report were propetly completed.
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Mr, T.J. Arredondo
QOctober 28, 2019
Page 2 of 2

Conclusion:
Collections for the month of August 2019 and September 2019 were $87,340.40 and $67,739.89, respectively.
Based on the review, we concluded that fees collected were properly accounted and reported.

If you have any questions, please contact Reynaldo Cantu IlI, Compliance Audit Supervisor, at 318-2511, ext. 4654,
Letty Chavez, Director of Audit Division, at ext. 4651, Linda Fong, First Assistant Auditor, at ext. 4668, or me at
ext. 4645.

Respectfully,

o
%m /( e ,"};4-;_ P ﬁ

Marla Arcilia Duran, CPA
Hidalgo County Auditor

ce:  Mr. Valde Guerra, County Executive Officer
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COUNTY

HIDALGO COUNTY AUDITOR'S OFF]
Hidalgo County Administration Building
2808 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE:

FAX: (956) 318-2577

(956) 318-2511

WEBSITE: www.co.hidalqgo.fx.us/audfitor

November 1, 2019

’

The Honorable J.E. “Eddie” Guerra, Sheriff
Hidalgo County Sheriff’s Office

711 El Cibolo Rd.

Edinburg, Texas 78540

Re: Fee Account Monthly Fees Report for July 2019
Dear Sheriff Guerra:

We conducted a limited scope review of the Fee Account Monthiy Fees Report for July 2019 pursuant to Local
Government Code §115.002 (a) and (b). The objective of the review was to determine if fees eollected were
properly accounted and reported. The purpose of this report is to firnish management independent, objective
analyses, recommendations, and information concerning the area reviewed. The report should serve as a tool to
help management discern and implement specific improvements.

Scope: .
The scope of the review was limited to collections reported by your office on the Monthly Fees Report for July

20119, The review was not designed nor intended to be a detailed study of every relevant control system,
procedure, or transaction. Accordingly, the opportunities for improvement presented in this report may not be
all-inclusive of areas where improvement could be made.

Methodology:
In conducting the review, the following procedures were performed:

e Verified that the Monthly Fees Report and supporting documeniation were submitted to the County
Auditor’s Office within five days afier the last day of the month pursuant to Local Government Code
§114.001(b). '

e Verified that the Monthly Fees Report was signed by an authorized signatory as documented on the
“Authorized Signatories Form.”

Verified the mathematical accuracy of the Monthly Fees Report by footing and cross-footing the report.

e Reviewed receipts issued to determine if proper fee amounts were collected and reported and verified
whether any adjustiments were made.

e Verified that procedures for voiding receipts were properly followed.

e Verified that the collections per the: Monthly Fees Report agreed to: 1.) total receipts issued per the
Receipt Journal Report generated from Odyssey; 2.) total deposits made with the financial institution; and
3.) total receipts issued by the County Treasurer.,

¢ Verified that receipts were issued in sequential order.

e Verified that receipts and the Monthly Fees Report were properly completed.

LUZE M 5INGLETERRY
JUDGE, ¥z D
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The Honorable 1L.E “Eddie” Guerra
November 1, 2019
Page 2 of 2

Conclusion:
Collections for the month of July 2019 totaled $38,396.00. Based on the review, we concluded that fees were
generally properly accounted and repotted.

If you have any questions, please contact Rocio Quiroga, Internal Auditor I, at 318-2511 exf. 4604, Reynaldo
Cantu III, Compliance Audit Supervisor, at ext. 4654, Letty Chavez, Director of Audit Division, at ext. 4651,
Linda Fong, First Assistant Auditor, at ext. 4668, or me at ext. 4645.

Respectfully,

ﬁ?ﬁ/‘m - Linen®

Maria Arcilia Duran, CPA
Hidalgo County Auditor

ce: Mr, Valde Guerra, County Executive Officer

HIDALGO COUNTY DISTRICT JUDGES
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COUNTY

HIDALGO COUNTY AUDITOR'S OFFI
Hidaigo County Administration Building
2808 South Business Highway 281

Edinburyg, Texas 78538-6243

PHONE:

{956) 318-2511 EDINBURG, TEXAS 78539

FAX: (956) 318-257T
WEBSITE: www.co.hidalgo.tx.us/audifor

October 28, 2019

The Honorable Laura Hinojosa
Hidalgo County District Clerk
100 N. Closner, 1st Floor
Edinburg, Texas 78540

Re: Monthly Fees Report for September 2019
Dear Ms. Hinojosa:

We conducted a limited scope review of the Monthly Fees Report and supporting documentation for the month
of September 2019 pursuant to Local Government Code §115.002 (a) and (b), and Code of Criminal Procedure
Article 103.011. The objective of the review was to determine if fines, fees, and court costs collected were
properly accounted and reported. The purpose of this report is to furnish management independent, objective
analyses, recommendations, and information concerning the area reviewed. The report should serve as a tool fo
help management discern and implement specific improvements.

Scope: _

The scope of the review was limited to collections reported by your office on the Monthly Fees Report for the
month of September 2019. The review was not intended to be a detailed study of every relevant conirol system,
procedure, or transaction. Accordingly, the opportunities for improvement presented in this report may not be all-

_ inclusive of areas where improvement could be made.

Methodology:
In conducting the review, the following procedures were performed:

o Verified that the Monthly Fees Report and supporting documentation were submitted to the County
Auditor’s Office within five days after the last day of the month pursuant to Local Government Code
§114.001 (b).

e Verified that the Monthly Fees Report was signed by an authorized signatory as documented on the
“Authorized Signatories Form.”

e Verified the mathematical accuracy of the Monthly Fees Report by footing and cross-footing the report.

¢ Verified that collections per the Monthly Fees Report agreed to: 1.) total receipts issued per Odyssey's
Receipt Journal Report, 2.) total collections per Odyssey’s Fee Distribution Reports, 3.) total deposits
made with the County Treasurer, and 4.) total deposits posted to Afio’s Undistributed Receipts general
ledger account.

» Verified that the jail time ordered to be served by the defendant as stated on the Judgment Order agreed to
the jail time reported on the Sheriff’s “D* Monthly Repott.

s Verified the sequence of receipts per the Monthly Fees Report agreed to Odyssey’s Receipt Journal Report
for civil and criminal collections. In addition, verified that receipts were issued in sequential order.

» Reviewed randomly selected receipts fo determine if fines, fees, and court costs were allocated and
reported in the proper amounts.

o Verified that the Cashier’s Daily Fund Report and bank deposit slips were propm ly completed and
accurate.

LUIS M. SIRGLETERRY
JUDBE, B2 DS,
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The Honorable Laura Hingjosa
COetober 28, 2019
Page 2 of 2

e Reviewed Revenue Remittance Reports and County Treasurer receipts to determine if fees collected were
deposited with the County Treasurer in a timely manner.

o Verified that receipts, Revenue Remittance Reports, Monthly Fees Report, and mail logs were properly
completed.

e Reviewed randomly selected receipts per method of payment for 5 days to determine if money orders,
checks, credit cards, E-files, and cash were properly receipted and deposited.

e Verified that the number of cases and motions for civil filing fees were correctly reported on the Monthly
Fees Report.

Conclusion:
Collections for the month of September 2019 totaled $432,791.70. Based on the review, we concluded that fines,
fees, and court costs collected were generally properly accounted and reported.

If you have any questions, please contact Marissa Castillo, Internal Auditor I1, at 318-2511 ext. 4650, Yvonne
Torres, Revenue Audit Supervisor, at ext, 4642, Letty Chavez, Director of Audit Division, Linda Fong, First
Assistant Audifor, at ext. 4668 or me af ext. 4645.

Respectfully,
aria Arcilia Puran, CPA
Hidalgo County Auditor

ce: Mr. Valde Guerra, County Executive Officer
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WEBSITE: www.co.hidalgo.tx.us/auditor

November 12, 2019

The Honorable Eddie Guerra, Sheriff
Hidalgo County Sheriff’s Office

711 El Cibolo Rd.

LEdinburg, Texas 78540

Re: “B” Account Financial Statements for June 2019 through August 2019
Dear Sheriff Guerra:

We conducted a limited scope review of the “B* Account financial statements for the months ended June
30, 2019 through August 31, 2019 pursuant to Local Government Code §112.006 (a), §115.001, §115.002
(b), and §115.901. The objective of the review was to obtain limited assurance that the financial
statements are free from material misstatement.

Management is responsible for the preparation of the financial statements including the design,
implementation, and maintenance of internal controls relevant to the preparation of the financial
statements. Our responsibility is to perform procedures to obtain limited assurance that the financial
statements are free from material misstatement.

Based on our review, nothing came to our attention that caused us to believe that the financial statements
contained any material misstatement.

If you have any questions, please contact Reynaldo Cantu III, Compliance Audit Supervisor, at 318-2511,
ext 4654, Letty Chavez, Dirsctor of Audit Division, at ext. 4651, Linda Fong, First Assistant Auditor, at
ext. 4668, or me at ext, 4645.

Respectfully,
ahia A& me
aria Arcilia’Duran, CPA
Hidalgo County Auditor

cc: Mr. Valde Guerra, County Executive Officer

HIDALGO COUNTY DISTRICT JUDGES
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COUNTY

HIDALGO COUNTY AUDITOR’'S OFF] - i !
Hidalgo County Administration Building o wali, o TR (IN  Tonee
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Edinburg, Texas 78539-6243
PHONE:g(956)318-2511 EDINBURG, TEXAS 78539

FAX: (956) 318-2577
WEBSITE: www.co. hidalgo.fx.us/auditor

November 12, 2019

The Honorable Ricardo Rodriguez, Jr., Criminal District Attorney
Hidalgo County Office of Criminal District Attorney

100 E. Cano, 2" Floor

Edinburg, Texas 78539

Re: H.B. 65 Financial Statements for June 30, 2019 through August 31,2019
Dear Mr. Rodriguez:

We conducted a limited scope review of the H.B. 65 financial statements for the months ended June 30, 2019
through August 31, 2019 pursuant to Local Government Code §112.006 (b), §115.001, §115.002 (b) and
§115.901. The objective of the review was to obtain limited assurance that the financial statements are free
from material misstatements.

Management is responsible for the preparation of the financial statements including the design, implementation,
and maintenance of internal controls relevant to the preparation of the financial statements. Cur responsibility is
to perform procedures to obtain limited assurance that the financial statements are free from material
misstatements.

Based on the review, nothing came to our attention that cansed us to believe that the financial statements
contained any material misstatements.

If you have any questions, please contact Aaron Robledo, Internal Auditor I, at 318-2511 ext. 4694, Reynaldo
Cantu IIT, Compliance Audit Supervisor, at ext. 4654, Letty Chavez, Director of Audit Division, at ext. 4651,
Linda Fong, First Assistant Auditor, at ext. 4668, or me at ext. 4645.

Respectiully,

ia Arcilia Duran, CPA
Hidalgo County Auditor

cc: Ms. Rosalinda Cantu, Human Resources Coordinator, District Attorney’s Office
Mr. Valde Guerra, County Executive Officer
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HIDALGO COUNTY AUDITOR'S OFFIC.
Hidalgo County Administration Building
2808 South Business Highway 281 - — g
Edinburg, Texas 78539-6243

pHONE;g(956)313.2511 EDINBURG, TEXAS 78539

FAX: (956) 318-257T

WEBSITE: www.co.hidalgo.tx. us/auditor

November 12, 2019

The Honorable Ricardo Rodriguez, Jr., Criminal District Attorney
Hidalgo County Office of Criminal District Attorney

100 E. Cano, 2™ Floor

Edinburg, Texas 78539

Re: Hot Checks Financial Statements for June 2019 and July 2019
Dear Mr. Rodriguez:

We conducted a limited scope review of the Hot Checks financial statements for the months ended June 30, 2019
and July 31, 2019 pursuant to Local Government Code §112.006 (b), §115.001, §115.002 (b), and §115.901, The
objective of the review was to obtain limited assurance that the financial statements are free from material
misstatements.

Management is responsible for the preparation of the financial statements including the design, implementation,
and maintenance of internal controls relevant to the preparation of the financial statements. Our responsibility is to
perform procedures to obtain limited assurance that the financial staterients are free from material misstatement.

Based on the review, nothing came to our attention that caused us to believe that the financial statements
contained any material misstatements.

If you have any questions, please contact Aaron Robledo, Internal Auditor [, at 318-2511 ext. 4694, Reynaldo
Cantu III, Compliance Audit Supervisor, at ext. 4654, Letty Chavez, Director of Audit Division, at ext. 4651,
Linda Fong, First Assistant Auditor, at ext. 4668, or me at 4645,

/4 Lhnen®

Maria Arcilia Duran, CPA
Hidalge County Auditor

Respectfully,

cc: Ms, Rosalinda Cantu, Human Resources Coordmator Dlstrlct Attorney’s Office
Mr. Valde Guerra, County Executive Officer
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HIDALGO COUNTY AUDITOR’S OFFIC
Hidalgo County Administration Building
2808 Sauth Business Highway 281
Edinburg, Texas 78539-6243 ; S .
PHONE: (956) 318-2511
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WEBSITE: www.co.hidalqo.ix. us/auditor

November 12, 2019

The Honorable Ricardo Rodriguez, Jr., Criminal District Attorney
Hidalgo County Office of Criminal District Attorney

100 E. Cano, 2nd Floor

Edinburg, Texas 78539

Re: HIDTA Financial Statements for June 30, 2019 through August 31, 2019
Dear Mr. Rodriguez:

We conducted a limited scope review of the HIDTA financial statements for the months ended June 30, 2019
through August 31, 2019 pursuant to Local Government Code §112.006 (b), §115.001, §115.002 (b), and
§115.901. The objective of the review was to obtain limited assurance that the financial statements are free
from material misstatements.

Management is responsible for the preparation of the financial statements including the design, implementation,
and maintenance of internal controls relevant to the preparation of the financial statements. Our responsibility is
to perform procedures to obtain limited assurance that the financial statements ate free from material
misstatements. )

Based on the review, nothing came to our attention that caused us to believe that the financial statements
contained any material misstatement.

If you have any questions, please contact Aaron Robledo, Internal Auditor I, at (956) 318-2511, ext. 4694,
Reynaldo Cantu III, Compliance Audit Supervisor, at ext. 4654, Letty Chavez, Director of Audit Division, at
ext, 4651, Linda Fong, First Assistant Auditor, at ext. 4668, or me at ext. 4645.

Respectfully,
AR /( Umﬁ

Maria Arcilia Duran, CPA
Hidalgo County Auditor

ce: Ms. Rosalinda Cantu, Human Resources Coordinator, District Attorney’s Office
Mr. Valde Guerra, County Executive Officer
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November 12, 2019

The Honorable Pablo “Paul” Villarreal, Jr., RTA
Hidalgo County Tax Assessor/Collector

2804 S. Business Hwy 281

Edinburg, Texas 78539

Re: City of McAllen TIRZ No. 1 - Report No. 2018-33, 2017-77, and 2016-34
Dear Mr, Villarreal:

We conducted a limited scope review of collections for the City of McAllen Tax Increment Reinvestment
Zone No. 1 (TIRZ). The objective of the review was to determine if TIRZ collection reports prepared by the
Tax Office included collections received for all tax accounts located within the TIRZ.

The scope of the review was limited to tax accounts located within the TIRZ for tax rolls 2015, 2016, and
2017. The review was not designed nor intended to be a detailed study of every relevant control system,
procedure, or transaction. Accordingly, the opportunities for improvement presented in this report may not be
all-inclusive of areas where improvements could be made. The responsibility for sound internal controls rests
with management. )

In conducting the review, we reviewed TIRZ collection reports provided by the Tax Office, City of McAllen
TIRZ No. 1 list of accounts provided by the Tax Office, list of tax accounts coded TML1 by the Hidalgo
County Appraisal District, and the TIRZ map provided by the HCAD.

The results of the review revealed that the 12 tax account numbers listed below are located within the TIRZ
boundaries; however, the tax account numbers were not included in the City of McAllen TIRZ No. 1 list of
accounts. In addition, collections were received for 3 of the tax accounts; however, the 3 tax accounts were not
included in the TIRZ collections reports. The collection reports were manually adjusted to reflect the proper
collections.

T2100-00-227-0000-05
T2100-00-232-0000-04
T2100-00-227-0001-08
T2100-00-232-0000-05
T2100-00-232-0000-03
T2100-00-227-0000-02
T2100-00-232-0000-02_~
T2100-00-232-0000-06
T2100-00-232-0000-08
12100-00-232-0000-09
T2100-00-227-0000-06
T2100-00-227-0000-09
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The Honorable Pablo “Paul” Villarreal, Jr.
November 12, 2019
Pape 2 0f 2

Please make the necessary corrections and submit a copy of the revised City of McAllen TIRZ No. 1 list of accounts
and collection reports to the County Auditor’s Office by November 22, 2019,

If you have any questions, feel free to call Reynaldo Cantu IIT, Compliance Audit Supervisor, at 318-251lext. 4654,
Letty Chavez, Director of Audit Division, at ext. 4651, Linda Fong, First Assistant Auditor, at ext. 4668 or me at
ext. 4645,

Respectfully,

AR /4 lda/m &
Maria Arcilia Duran, CPA

Hidalgo County Auditor
ce: The Honorable Richard Cortez, Hidalgo County Judge

HIDALGO COUNTY DISTRICT JUDGES
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November 13, 2019

Roy Redriguez, City Manager
City of McAllen

1300 Houston Avenue
McAllen, TX 78501

Re: McAllen TIRZ No. 1 (Tres Lagos) Report No. 2018-33, 2017-77, and 2016-34
Dear Mr. Rodriguez:

We conducted a limited scope review of the interlocal agreement between the City of McAllen, Hidalgo
County, and the City of McAllen TIRZ No. 1. The objectives of the review were to determine the accuracy of
the McAllen TIRZ No. 1 2015, 2016, and 2017 payment requests, compliance with Section IV (B)(2) and

VIII (J) of the interlocal agreement, and Tax Code § 311.016.

The scope of the review was limited to the property tax accounts within McAllen TIRZ No. 1 for 2015, 2016,
and 2017. The review was not designed nor intended to be a detailed study of every relevant control system,
procedure, or transaction. Accordingly, the opportunities for improvement presented in this report may not be
all-inclusive of areas where improvements could be made. :

The results of the review revealed the following:

1. A payment request was submitted in the amount of $1,154.71; however, we determined that the
payment amount should be $1,097.47 (a difference of $57.24) (see Exhibit A, B, and C); and

2. The annual repott and annual financial review were submitted in compliance with Tax Code § 311.016
and section IV (B)(2) and VIII (J) of the interlocal agreement.

We will proceed to process the 2015, 2016, and 2017 McAllen TIRZ No. 1 payment in the amount of
$1,154.71.

If you have any questions, please contact Reynaldo Cantu III, Compliance Audit Supervisor, at 318-2511 ext.
4654, Letty Chavez, Director of Audit Division, at ext. 4651, Linda Fong, First Assistant Auditor, at ext. 4668
or me at ext. 4645.

spectfully, ;

aria Arcilia’Duran, CPA
Hidalgo County Auditor

Enclosures

co: The Honorable Richard Cortez, Hidalgo County Judge

HIDALGO COUNTY DISTRICT JUDGES

LIS M. J. R “B0EEY" FLERES ROSE GUERRA REYNA MARLA CUELLAR HARID E. RAMIREZ, JR. MNOE QOKZALET LETICM LOFER L KEND VASQUEZ |SRAEL RAMDN, JR, RENFER, BETANEOURT VEMAEL D. FONSECA

JUDQE, 022 D.C, JUCGE, 03w D& JUDQE, 130 D.G. JUDBE, 206™ D.C. JUDQE, 25MD.G. JUDDE, 33%D.G, JUDGE; 3200 0.C. JUDGE, 388" 0.C. JUDGE, 358 0T, JUDGE, 4™ D.C, JUDGE, 448 DS, JUDGE, 464 D.G,
CVERSEER
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COUNTY

HIDALGO COUNTY AUDITOR'S OFFIC
Hidalgo County Administration Buildf
2808 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE: (956) 318-2511

FAX: {956) 318-2577

WEBSITE: www.co.hidalgo.tx.us/auditor

November 15, 2019

Rolando Garza, Chief Appraiser
Hidalgo County Appraisal District
4405 S, Professional Dr.
Edinburg, Texas 78540

Re: City of McAllen TIRZ No. | Report No. 2018-33, 2017-77, and 2016-34
Dear Mr. Garza:

We conducted a limited scope review of the tax years 2014 (Base Year), 2015, 2016 and 2017 list of tax accounts
coded TMI1 by the Hidalgo County Appraisal District (HCAD). The objective of the review was to determine if the
list of tax accounts coded TML1 only included real property tax accounts located within the TIRZ boundaries as
noted on the TIRZ map provided by the HCAD.

The scope of the review was limited to tax accounts located within the TIRZ for tax roll 2014, 2015, 2016, and 2017.
The review was not designed nor infended to be a detailed study of every relevant control system, procedure, or
transaction. R

In conducting the review, we examined the agreement between Hidalgo County and the City of McAllen TIRZ No. 1,
the list of tax accounts coded TML1 by HCAD, on the TIRZ map provided by the HCAD.

The results of the review revealed the following:

1. For year 2014 (Base Year), the HCAD report included 3 tax accounts 294609, 294692, and 319228;
however, according to the TIRZ map, the hase year should alse include tax accounts 294610, 294612,
204693, 541328, and 541331, The 5 tax accounts should be added to the 2014 list of base value tax accounts.

2. For year 2016, the HCAD report included 3 tax accounts 294609, 694692, and 319228; however, according
to the TIRZ map, the 2016 year should also include tax account 1036298, The tax account should be added
to the 2016 list of tax accounts.

3. Foryear 2017, the HCAD report included 11 tax accounts 294609, 294692, 319228, 1071558, 1075072,
1075073, 1075074, 1075318, 1075319, 1075338, and 1075339; however, according to the TIRZ map, the
2017 year should also include tax accounts 1036298, 1069428, 1074767, 1075317, and 1075320. The 5 tax
accounts should be added to the 2017 list of tax accounts.

Please make the necessary corrections and submit a revised list of tax accounts for years 2014, 2016, and 2017 coded
TMLI1 to the Hidalgo County Auditor’s Office and Tax Assessor’s-Collectors Office by November 29, 2019,

HIDALGO COUNTY DISTRICT JUDGES

LIRS M. SINGLETERRY FERMANDO MANGIAE J.R.*BOBEY" FLORES ROGE OUERRA REYHA MARLA CUELLAH WARID E RARIRER, IR, HOE GONZALEZ LETICIA LOPEZ L KEHO YASGUEZ SRAEL RAMON, JA. RENEE R. PETANCOURT YEMAEL D, FONSECA
JUDGE, g DL JUDQE, 33 DC. JUDGE, 134™ D.C. JUDGE, 208™ D.C, JUDAE, 276 G, JYIDGE, 32 D.G. JUDGE, 1™ D€, JUDGE, 38i™ D.C. JUDGE; 208™ D.C. JUDGE, 410%™ B.C. JUDGE, ds™D.C, JUDOE, ¢4 D.C,
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Mr. Rolando Garza
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If you have any questions, please contact Reynaldo Cantu III, Compliance Audit Supervisor, at 318-2511 ext. 4654,
Leity Chavez, Director of Audit Division, at ext. 4651, Linda Fong, First Assistant Auditor, at ext. 4668 or me at ext.
4645.

Respectfully,

Fronia f Qiran®

Maria Arcilia Duran, CPA
Hidalge County Auditor

Cez The Honorable Richard Cortez, Hidalgo County Judge
The Honorable Pablo Villarreal, Hidalgo County Tax Assessor-Collector
Roel Rodriguez, City Manager, City of McAllen

HIDAL GO COUNTY DISTRICT JUDGES

LUIS H, SMa| FTERRY FERMANDO MANCIAS J. R:"EOBEY" FLORES: ROSE GUERRA REYHA. MARLA GUELLAR MARIC E, RARIREZ JR. HOE GONZALEZ LEVIGHA LOPEZ L KENO VASQUEZ $SRAFL BAMON, TR, REHEE R, BETANCOURT YEMAEL D, FONSETA
JUDGE, § e, JUBGE, 232 D.0. JUOGE, 119196, JUDGE, 206™ D.C. JUDGE, 215™ DC. JUDOE, 3527 C.C. JUDGE, 6™ DL, JUDGE, 38MD.C. JUDQE, 35V (1G, WDGE, fn™ Rg, JUDGE, 443M.0.C, JUDGE, 434™ DE;
AVFRRPFR



COUNTY

HIDALGO COUNTY AUDITOR’S OFFIC
Hidalgo County Administration Buildil
2808 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE: (956) 318-2511

FAX: (956} 318-2577 ] _—
WEBSITE: www.co.hidalgo.tx.us/auditor EDINBURG » TE XA S 785389

November 19, 2019

The Honorable Lita Leo

Hidalgo County Treasurer

2810 South Business Highway 281
Edinburg, TX 78539-6243

Re: Visiting Judge’s Compensation Claims - Audit No. 2019-81
Dear Ms. Leo:

We have completed an audit of Visiting Judge’s Salary Claim Forms pursuant to Government Code §74.061.
The objective of audit was to determine if the County compensated only the visiting judges for which the County
is responsible to pay.

BACKGROUND: .

Pursuant to Government Code §74.056 (a), “A presiding judge from time to time shall assign the judges of the
administrative region to hold special or regular terms of court in any county of the administrative region to try
cases and dispose of accumulated business.”

Government Code §74.061(c) and (d) sets forth how visiting judges are compensated for assignment as certified
by the presiding judge of the administrative judicial region. The visiting judge is entitled to receive compensation
received from all sources by the judge of the court to which the assigned judge is assigned. The county shall pay
the compensation on approval of the presiding judge of the administrative region in which the court to which the
assigned judge is assigned is located. Texas Comptroller Form 73-325 “Visiting Judge’s Salary Claim” form
approved by the Fifth Administrative Judicial Region is sent to the County for payment.

The salary of assigned judges is paid by the County and State, as follows:
e  Assignment of former or retired judge to county courts- County is responsible.
e Assignment of retired judge to district court- State is responsible.
s  Assignment of former judge to district court- County is responsible for the pro-rata amount of the
supplemental pay. State is responsible for rest.
o Assignment of former or retired judge to Auxiliary Court- County is responsible.
¢  Assignment of former or retired county court at law judge to district court-State is responsible.

SCOPE AND METHODOLOGY:

The scope of our audit was limited to “Visiting Judge’s Salary Claim” Forms paid by the Treasurer’s Office for
payroll dates January 4, 2019 through September 13, 2019. The audit was not designed nor intended fo be a
detailed study of every relevant control system, procedure, or transaction. Accordingly, the opportunities for
improvement presented in this report may not be all-inclusive of areas where improvements could be made.

In conducting the audit, we reviewed “Visiting Judge’s Salary Claim” Forms provided by the Treasurer’s Office
for payroll dates January 4, 2019 through September 13, 2019 and the Fifth Administrative Judicial Region’s
listing of senior (retired) and former judges available to serve on assignment, to determine if the County
compensated only the visiting judges for which the County is responsible to pay.
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Honorable Lita Leo
November 19, 2019
Page 2 of 2

CONCLUSION:
Based on the andit, we concluded that the County compensated only the visiting judges for which the County is
responsible to pay. .

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during this audit. If you have any questions, please contact, Reynaldo Cantu,
Compliance Audit Supervisor, at 318-2511 ext. 4654, Reynaldo Cantu III, Letty Chavez, Director of Audit
Division, at ext. 4645, Linda Fong, First Assistant Auditor, at ext. 4668 or me at ext. 4645.

Respectfully,

QMR /g Ohener ¥
Maria Arcilia Duran, CPA
Hidalgo County Auditor

Ce:  Mr. Valde Guerra, County Executive Officer
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COUNTY

HIDALGO COUNTY AUDITOR'S OFFICE
Hidalgo County Administration Building
2808 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE: (956) 318-2511

FAX: (956) 318-2577

WEBSITE: www.co.higalgo.tx.us/auditor

November 27, 2019

The Honorable Pablo “Paul” Villarreal, Ir., RTA
Hidalgo County Tax Assessor/Collector

2804 S. Business Highway 281

Edinburg, Texas 78539

Re: October 2019 DTA Payment Request Report No. 2019-96
Dear Mr. Villarreal:

We completed a limited scope review of the October 2019 payment request prepated by your office for
delinquent tax attorney (DTA) fees due to Linebarger, Goggan, Blair, and Sampson LLP (“L.GBS”) and
related supporting documentation. The objective of the review was to determine if the payment request
was accurate and properly authorized.

The scope of the review was limited to a review of the DTA fees collected by your office on behalf of the
following entities: Hidalgo County (GHD), Road District 2 (RD2), Road District 5 (RDS), Road District 7
(RD7), Road District 12 (RD12), Road District 14 (RD14), Road District 15 (RD15), State of Texas
(TEX); and the payment request prepared by your office for the month ended October 31, 2019. The
review was not designed nor intended to be a detailed study of every relevant control system, procedure,
or transaction. The responsibility for sound internal controls rests with management.

In conducting the review, the following procedures were performed:

e Verified that the payment request was signed and included a certification by the Hidalgo County Tax
Assessor/Collector that the “payment represents 15% of the delinquent taxes and penalty and interest
collections for the month of October 2019.”

¢ Reviewed the “Hidalgo County Tax Office Collection Reports” to determine if the DTA fees were
collected at the 15% rate specified in the contract.

e Reviewed the “Hidalgo County Tax Office Collection Reports” to determine if the total amount of
DTA fees collected agreed to the amount transferred to the Hidalgo County Treasurer’s Oifice.

The results of the review revealed that the payment request was generally accurate and properly
authorized. More specifically, the following was noted:

e The payment request was signed and included a certification by the Hidalgo County Tax
Assessot/Collector that the “payment represents 15% of the delinquent taxes and penalty and
interest collections for the month of October 2019.”

e Although DTA fees for 186 tax accounts were not collected at the 15% rate specified in the
contract; we concluded that the differences in rates were attributed to tax deferrals (182 tax

HIPALGO COUNTY DISTRICT JUDGES
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The Honorable Pablo “Paul” Viltarreal, Jr., RTA
November 27, 2019
Page 2 of 2

accounts), and small amounts collected (4 tax accounts) (see Exhibit A). The small amounts
collected on the tax accounts resulted in a net shortage of $0.02.

s The “Hidalgo County Tax Office Collection Reports” total amount of DTA fees collected agreed
to the amount transferred to the Hidalgo County Treasurer’s Office.

We will proceed to process the October 2019 DTA payment request in the amount of $165,563.19 to
LGBS.

If you have any questions, please contact Reynaldo Cantu ITI, Compliance Audit Supervisor, at 3 18-2511
ext. 4654, Letty Chavez, Director of Audit Division, at ext. 4651, Linda Fong, First Assistant Auditor, at
ext. 4668, or me at ext. 4645.

Regpectfully,
anin. 4 Dioca®
Maria Arcilia Duran, CPA
Hidalgo County Auditor
Enclosure: Exhibit A
cc:  Ms. Lucy Canales, Linebarger Goggan Blair & Sampson, LLP

1405 M. SINBLETERRY
JUBGE, 120 0.0,
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Exhibit A

Levy | Penaltyfinterest | Subtotal | Attorney
Tax Unit | Year Account No. Faid Paid Paid Paid

1| 2018]|A542000000000400 0.8 0.17 0.97 0.14
1| 2018|R140003000001400 0.14 0.03 0.17 0.02
1| 2017|C140000028000002 150.96 38.37| 189.33 27.18
1| 2017|A180000035001102 102.14 24.35] 126.49 18.08
1] 2017|H269200000000400 62.64 15.92 78.56 11.28
1| 2017|C715002010000900 29.31 7.96 37.27 5.4
1| 2017|5510000003000500 30.4 7.37 37.77 5.38
11 2017|M655000003001200 25,92 6.59 32.51 4.67
1| 2017]E770000000000401 19.8 4.79 24,59 3.5
1| 2017|M319000000003100 13.22 3.21 16.43 2.34
1| 2017|M054097000021005 0.48 0.16 0.64 0.09
1| 2016{T210000266001120 380.61 140.19 520.8 74.79
1| 2016|E585000000000100 128.21 41,25 1659.46 23.66
1| 2016(R182000004001100 105.9 35.3 141.2 19.86
1| 2016(P310802000002300 102.02 35.2| 137.22 19.44
1] 2016|W380000600000003 61.35 21.88 83.23 11.88
1| 2016|E585000000000100 42,73 13.75 56.48 7.89
1| 2016(7745197000003100 35.98 11.22 47.2 6.48
1| 2016|M583000000003600 23.62 8.3 31.92 4.54
1| 2016|D060001000001300 3.93 1.42 5.35 0.77
1| 2016{5295000000041610 3.77 1.26 5.03 0.71
1] 2016|5396002000001200 0.16 0.07 0.23 0.04
1} 2015(C444002011000100 286.45 86.42] 372.87 48.56
1| 2015|5728002000001800 26.66 11-23 37.99 5.2
1| 2015{L43500000L000100 25.44 a7 5523 4.5
1| 2015{vV056500000003500 19.11 G4 28.22 4,04
1| 2015{L505000000006500 17.12 7.76]  24.88 3.52
1| 2014|E645000000006600 94.57 43.98| 138.55 16.73
1| 2014]1404600000003800 32.3 16.97 49.27 6.59
1| 2014|T210000254001625 23.9 13.35 37.25 5.24
1| 2014]R410000001001400 6.86 3.35 10.21 1.29
1| 2013|A210000024002000 127.38 92.03| 219.41 31.71
1| 2013|1404600000003800 76.47 49,33 125.8 16.98
1| 2013|T730000000002500 46.66 31.65 78.31 11.06
1| 2013|T210000254001625 23.19 I5.73 38.92 55
1| 2013|C446000000001600 27.98 16.28 44.26 5.41
1| 2013|7T120000003001400 24.87 15.05 39.92 5.07
1| 2013|8190010000003400 20.19 filf 31.19 3.57
1| 2013|w340000000000800 16.66 10.2 26.86 3.45
1| 2013|5705000000003000 12.53 7.72 20.25 2.62
1| 2013[H284000000016500 8.06 4.69 12,75 1.56
1| 2013|A210000048001001 5.68 3.25 8.93 1.07
1| 2013]A210000048001001 5.69 3.24 8.93 1.07
1| 2013|P320002006001200 3.42 1.91 533 0.63
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1| 2012|A210000024002000 125.63 105.84| 231.47 33.54
1| 2012|0210000005000035 118.95 79.49 198.44 23.37
1| 2012|N665000002000500 82.2 51,82 134,12 14.79
1| 2012|B157000000005400 59.76 37.35 97.11 10.57
1| 2012{wW010000055000206 44,15 27.89 72,04 7.95
1| 2012(5484300000003800 15.05 9.77 24.82 2.82
1| 2011|C822000000000400 256.57 203.12| A459.69 55.42
1| 2011(L473500004000100 42.15 37.86 80.01 11.13
1] 2011[L198000000000700 33.22 24,21 57.43 6.23
1| 2011|{N480000004000203 18.42 14.95 A3.37 4.15
1| 2010|L198000000000700 164.92 139.91| 304.83 33.89
i| 2010{M355000053001100 61.96 61.03 12298 16.54
1| 2010(5350000000001405 59.43 58.93 118.36 16.04
1| 2010|mM355000050000D00 82.92 66.77 149.69 15.42
1| 2010(K240000000007305 22,99 19.35 42.34 4.66
1| 2010|H302000000000700 13.42 10.76 24,18 2.48
1| 2010|G590098004000101 11,08 9.73 20.81 2.43
1| 2010|G590088004000101 11.08 9.74 20.82 2.43
1| 2010|B1900400000049500 6.88 5.64 12,52 1.32
1| 2009)L198000000000700 166.81 161.53] 328.34 S8
1| 2009|E330000110001200 163.26 156.99( 320.25 35,99
1| 2009|F240000000000900 107.29 56.01 203.3 20.44
1| 2009|C096001000000300 65.65 57.66| 123.31 12.01
1| 2009|B190025000001100 40.63 37.57 78.2 8.29
1| 2009(L335500000000500 31.33 33.05 64.38 8.22
1| 2009|C140000024001503 43.91 37.99 81.9 N7
1| 2009)|L6050000000263900 21.65 19.58 41.24 4.22
1| 2009{L136500000010300 12.28 14.13 2641 3,75
1| 2009|R284600000004900 12.46 11.16 . 23.62 2.38
1| 2008|5690000004000200 1.54 1.42 2.96 0.31
1| 2009|CS10000000004500 0.92 0.87 1.79 0.2
1| 2008|L198000000000700 93.06 101.29 194.35 22.47
1| 2008(L198000000000700 54.56 59.37 113.93 13.18
1] 2008|C140000041001500 35.99 44.57 80.56 11.12
1| 2008|C910000000004500 42.68 45.74 88.42 9.99
1| 2008[€910000000004500 33.6 36.01 69.61 7.86
1| 2008|5620000004000200 25.39 26.2 51.59 5.48
1} 2008|A555000000000300 7.68 8.38 16.06 1.86
1| 2008|N580000004001500 57 5:.97 11.67 1.27
1| 2008[A370000016001800 3198 4.57 8.55 1.07
1| 2008|L158000000000700 2.08 2.26 4.34 0.5
1| 2007 |{W515000000002300 229.62 301.95| 531.57 70.61
1| 2007{L198000000000700 125.47 151.61| 277.08 32.56
1| 2007|5740000000000100 56.59 69.72 126.31 15.29
1| 2007(5740000000000100 37.74 46.48 84.22 10.19
1| 2007|L672500000014000 13.79 17.35 31.14 3.89
1| 2007|B156007000004400 10.19 10.99 21.18 2.05
1| 2007|B505000015001100 6.57 7.29 13.86 1.41
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1| 2007{wW010098056000400 7,37 7.69 15.06 138
1| 2007]A370000016001800 3,82 4.85 8.67 1.1
1| 2007|A555000000000300 4.07 4.93 9 1.06
1| 2006]|A300000020001200 30.86 38.49 69.35 745
1| 2006]|A045500000002000 10.54 12.22 22.76 2,13
1| 2006]5245000000001200 ] 10.26 18.26 2.05
1| 2005(w515000000002300 52.83 144.35] 237.18 31.89
1] 2005[$395000002000401 29.46 36.59 66.05 5.97
1] 2005|B150018000002800 18.55 23.03 41.58 3.76
1| -2005(J570000001000403 12,29 17.92 30.21 3.69
1| 2005(J570000001000403 12.29 17.92 30.21 3.69
1| 2005[E750000000001500 7.71 12.46 20.17 2.86
1| 2005{L108502000002700 8.15 11.29 19.44 2.18
1] 2005|G212000000000700 8.73 11.16 19.89 1.91
1| 2005(1210000250001521 933 11.21 20.54 1.72
1| 2005|H365003000001100 6.34 8.53 14.87 1.58
1{ 2005[E540000045000300 3.77 5.8 9.57 1.27
1} 2005({R225001003001900 2.45 3.9 6.35 0.88
1] 2005{E750000000001500 S7h 1 -12.46 -20.17 -2.86
1| 2004|G212000000000700 50.66 70.83] 12149 12.01
1| 2004|R026300000001100 17.55 27.13|  44.68 532
1| 2004{H365003000001100 19.21 28.13 47.35 5.13
1| 2004|T210000250001521 24.37 32.21 56.58 4.93
1| 2004|M015000062000401 9.88 16.4 26.28 3.51
1] 2004]|v382000000000100 1742 22.05 39.25 317
1| 2004[{T210000250001521 15.34 20.28 35.62 3.11].
1| 2004|W230000052000300 8.23 13.28 21,51 2,74
1| 2004|E310000036001600 8.23 1151 . 19.74 1.95
1| 2004|M355000150002100 2.44 3.84 6.28 0.77
1| 2003|R466001000001000 64.13 89.89 154.02 12.89
1| 2003[5477000000009500 33.1 45.06 78.16 6yl
1| 2003|{M130001000003200 26.19 37.74 63.93 5.77
1| 2003|R466001000001000 13.56 19 32.56 2.74
1| 2003(B496504000032900 3.43 6.11 9.54 1.28
1] 2003[5244002000003500 2.68 3.76 6.44 0.54
1| 2003[{T470000001000200 0.08 0.16 0.24 0.03
1| 2003|R466001000001000 -64.13 -85.89 154.02 -12.99
1| 2002|w515000000002300 207.95 398.22| 606.17 82.66
1| 2002|C590000000001300 294.69 436.63 731.32 59.67
1| 2002|T094002000000500 16.21 29.95 46.16 5.95
1| 2002(G390000000000400 8.38 15,38 23.77 3.04
1| 2002]G320000000000400 6.98 12.83 ille ecA 2.53
1| 2002|B240002005000B00 7.04 11.25 18.29 1.8
1| 2002(W010000044001052 737 11,19 18.56 1.62
1| 2002[C690000001000700 3.88 6.2 10,08 0.99
1| 2001|W515000000002300 181.17 368.68| 549.85 75.28
1| 2001{C590000000001800 240.02 384,43 624.45 52.92
1| 2001|B240002005000800 13.86 23.86 37.72 3.8
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1] 2001|M355000073002600 6.69 13.55 20.24 2.75
1| 2001{G180000000000502 0.05 0.11 0.16 0.02
1| 2000|w515000000002300 175.66 378,55 554.21 76.15
1| 2000jC550000000001800 231,38 398.27 629.6 55,17
1| 2000{G570000001002800 12.06 25.81 37.87 5.15
1| 2000{S447004000000800 6.2 13.07 15.27 2.56
1| 2000(R055003000002000 3.76 6.93 10.69 1.1,
1| 2000|M687000000002600 231 4.18 6.49 0.64
1| 1999|C590000000001800 | 244.97 451.16) 696.13 62.84
1] 1993|wW515000000002300 100.06 227.63] 327.69 45.18
1] 1899|L314000000003500 33.61 60.78 94.39 8.12
1| 15999|0330000024001500 Eiw il 7.58 11.29 1:289
1| 1999|Te85000000005800 3.21 6.57 9.78 1.11
1| 1998|C590000000001.800 262.37 514.68| 777.05 72.02
1] 1958|D&80000034000400 30.09 62.64 92.73 9.88
1] 1998|E140000001000600 9.14 19.41 28.55 317
1| 1998|5165000000001600 5.82 11.14 16.96 1.47
1] 19%7|C590000000001800 253.47 527.64| 78111 74.14
1| 1997|L550000005000500 29.79 58.81 88.6| 7.28
1| 1997|mM490000000009302 12.13 28.35 40.48 4.93
1| 1996|C590000000001800 232.21 511.25| 743.46 72.1
1] 1996|R265000000000602 2.9 7.13 10.03 1.23
© 1] 1995[|C550000000001800 214.55 498.11| 712.66 70.48
1| 1995|5477000000040600 3.96 10.59 14.55 1.93
1| 1995|W010000030000728 0.93 2.52 3.45 0.47
J1f  1994|C550000000001800 199.16 486.29] 685.45 69.01
1| 1994|E540000002002100 17.7 43.95 61.65 6.45
1] 1994|M703000000004100 13,97 34.65 48.62 5.09
1| 1994|C120002000002600 4.3 1115 15.45 179
1| 1994|wW010000030000728 3.08 3.68 11.76 1.59
1| 1994]L.205000001001000 2.87 7.7 10.57 1.31
1| 1954|T540000001000100 1.63 4.27 549 0.69
1| 1994|5215000003001700 0.24 0.61 0.85 0.09
1| 1993[{C590000000001800 198.51 508.52 707.03 72.36
1] 1892|C550000000001800 194.52 521.64] 716.16 74.4
1] 1991|C550000000001800 184.18 516.01| 700,19 73.76
1} 1990|C550000000001800 181.09 529.08| 710.17 75.79
1] 1990|N340000000207700 2.4 8.09 10.81 115
1{ 198%|C550000000001800 181.18 551.08| 732.27 79.08
1{ 1588|C550000000001800 176.31 "~ 557.43 733.74 80.13
1| 1987|C550000000001800 135.49 444.63 580.12 64.02
1| 1986|C590000000001800 2.85 9.69 12.54 14
12| 1997{M490000000009302 0.59 1.36 1.95 0.24
12| 1955|w010000030000728 0.04 0.15 0.19 0.03
12| 1954|w0100000300007238 0.16 0.45 0.61 0.08
1| 2017|F767200000000700 88.63 21.5 110.13 15.69




COUNTY

HIDALGO COUNTY AUDITOR’S OFFICE
Hidalgo County Administration Bulldin
2808 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE: (956) 318-2511 : :
FAX: (956) 318-2577 = DRSS :

WEBSITE: www.co.hidalgo.tx.us/audifor EDINBURG, TEXAS 78539

December 4, 2019

Ms. Angie Z. Chapa, Law Librarian
Hidalgo County Law Library

100 N. Closner Blvd.

Edinburg, Texas 78539

Re: Cash Count Audit No. 2019-77
Dear Ms. Chapa:

We conducted a surprise cash count of the cash held at your office on September 24, 2019, as required by Local
Government Code §115.0035. The objective of the cash count was to determine whether total cash on hand
reconciled to the total receipis issued for the day up fo the time of the cash count and the approved change fund.

Scope:
The scope of the review was limited 1o a count of the cash on hand as of the time of the cash count. We also

conducted a follow-up to evaluate your office’s progress toward resolving the finding identified in the cash
count conducted September 25, 2018. The review was not designed nor intended to be a detailed study of
every relevant control system, procedure, or fransaction. Accordingly, the opportunities for improvement
presented in this report may not be all-inclusive of areas where improvements could be made. -

Conclusion:

Cash on hand at the time of the cash count totaled $308.00. Based on the cash count, we determined that total
cash on hand reconciled to the total receipts issued up to the time of the cash count and the approved change
fund of $300,00. However, we noted that the system of internal controls for the collection and safeguarding of
cash requires improvement as noted in the following observation.

The responsibility for establishing and maintaining a sound internal control system rests with management.
The objectives of an internal control system are to provide management with reasonable, but not absolute,
agsurance that assets are safeguarded against Ioss from unauthorized use or theft, and that fransactions are’
executed in accordance with management’s authorization and recorded properly.

Observation No. 1:

We noted that segregation of duties over the collection and recording of cash requires improvement. In
addition, compensating controls to cover the lack of basic internal controls have not been implemented. The
Law Librarian performs the following incompatible duties:

o Custody: Receives collections, issues receipts, balances receipts issued to cash on hand,
maintains a cash drawer, and has access to inventory of unused receipts

o Recording: Accounts for numerical sequence of cash receipts and prepares reports of cash received

o Authorization: Approves the monthly report and verifies that voided original receipts are kept and
reviewed

The responsibility for sound internal controls rests with management. Segregation of duties is a basic, key
internal control in any organization. Segregation of duties prevents one individual from performing a
transaction from beginning to end. In addition, it provides an individual with the oppottunity to cateh an error
before a transaction is fully executed. Duties that should be segregated include: custody of assets, recording
transactions, and authorization. The individual responsible for receiving collections, issuing receipts, balancing
receipts issued to cash on hand, maintaining the cash drawer, and having access to the inventory of unused
receipts should be different from the individual responsible for accounting for numerical sequence of cash
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Ms. Angie Chapa
December 4, 2019
Page 2 0f 2

receipts and preparing reports of cash received. In addition, the individuals previously noted should be
different from the individual responsible for approving the monthly report and verifying that voided original
receipts are kept and reviewed.

Maintaining segregation of duties is especially challenging for units with a small number of employees. In these
cases, it is important that management institute compensating controls to cover for the lack of a basic control. In an
environment with limited numbers of clerical and administrative personnel, management needs to be involved in
documenting, reviewing, and approving transactions, reports, and reconciliations. Adequate and timely supervision
is especially important in small departments, where limited personnel may inhibit a thorough segregation of duties.

Formal monitoring procedures have not been developed and implemented to ensure that incompatible duties are
adequately segregated or that compensating controls are implemented. F ailure to have adequate segregation of
duties increases the risk of loss or misuse of County revenues.

Recommendation:

Management should develop and implement formal monitoring procedures to ensure that incompatible duties are
adequately segregated such as those noted above. If incompatible duties cannot be adequately segregated,
management should ensure that compensating controls are implemented.

Please provide a management response to the observation noted above by December 13, 2019 using the
attached Management Response Form.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and assistance
provided to us during the cash count. If you have any questions or would like to schedule a meeting to discuss this
surprise cash count, please contact Reynaldo Cantu III, Compliance Audit Supervisor, at 318-2511 ext. 4654, Letty
Chavez, Director of Audit Division, at ext. 4651, Linda Fong, First Assistant County Auditor, at ext. 4668 or me at
ext. 4645. '

Respectfully,

Maria Atcilia Duran, CPA
County Auditor

Enclosure: Management Response Form

cc: Valde Guerra, County Executive Officer
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HIDALGO COUNTY AUDITOR'S OFFICE
INTERNAL AUDIT DIVISION
MANAGEMENT RESPONSE FORM

AUDITEE: Law Library AUDIT NO.: 2019-77
MANAGEMENT

AUDIT: Cash Count RESPONSE DUE: December 13, 2019

FINDING No.: 1 RECOMMENDATION: 1

Management should develop and implement formal monitoring procedures to ensure that incompatible
duties are adequately segregated such as those noted above. If incompatible duties cannot be adequately
segregated, management should ensure that compensating controls are implemented.

Management Response (Choose One):

AGREE TQ TAKE REMEDIAL ACTION (Action Plan aitached)

AGREE TO ACCEPT RISK OF NOT TAKING REMEDJIAL ACTION

DISAGREE THAT RISK EXISTS (Specify below)

Management Comments (Attach additional page(s) if necessary):

Specify Target Date of Remedial Action (if any):

Signature: ' Date:




COUNTY

HIDALGO COUNTY AUDITOR'S OFFICE ) ) I ] = =
Hidalgo County Administration Bufiding

2808 South Business Highway 281 EDINBURG, TEXAS 78539
Edinburg, Texas 78539-6243 g

PHONE: (956} 318-2511

FAX: (956) 318-2577

WEBSITE: www.co.hidalgo.tx.us/auditor

October 28, 2019

o rpp— — = L g

The Honorable Eddie Guerra, Sheriff
Hidalgo County Sheriff’s Office

711 El Cibolo Rd.

Edinburg, Texas 78541

Re: Cash Count Audit No. 2019-78
Dear Sheriff Guerra:

We condueted a surprise cash count of the cash held at the Sheriff's Office for the Investigative Fund account
on September 6, 2019 as required by Local Government Code § 115.0035. The objective of the cash count
was to determine if total cash on hand reconciled to the approved petty cash fund less total outstanding
expenditure vouchers as of the time of the cash count.

Scope:
The scope of the review was limited to a count of the cash on hand and total outstanding vouchers as of the

time of the cash count. The review was not designed nor intended to be a detailed study of every relevant
control system, procedure, or transaction. Accordingly, the opportunities for improvement presented in this
report may not be all-inclusive of areas where improvements could be made.

- Conclusion:
- Total cash on hand at the time of the cash count was $8,585,00, Based on the review, we conciuded that total
- cash on hand reconciled to the approved petty cash fund of $10,000.00, less total outstanding vouchers.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during the cash count. If you have any questions, feel free to call Reynaldo Cantu II1,
Compliance Audit Supervisor, at 318-2511 ext. 4654, Letty Chavez, Director of Audit Division, at ext. 4651,
Linda Fong, First Assistant Auditor, at ext. 4668 or me at ext. 4645.

Respectfully,

}ﬁm - Lhenzen®

aria Arcilia Duran, CPA
Hidalgo County Auditor

ce:  Mr, Valde Guerra, County Executive Office
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COUNTY

HIDALGO COUNTY AUDITOR'S OFFIC
Hidaigo County Administration Bufidi
2808 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE: (956) 318-2511

FAX: (956) 318-2577

WEBSITE: www.co.hidalgo.tx_.us/auditor

EDINBURG, TEXAS 78539

October 29, 2019

The Honorable Eddie Guerra, Sheriff
Hidalgo County Sheriff’s Office

711 El Cibolo Rd.

Edinburg, Texas 78541

Re: Cash Count Audit No. 2019-79
Dear Sheriff Guerra:

We conducted a surprise cash count of the cash held af the Sheriff’s Office for the Fee account on September 6,
2019 as required by Local Government Code § 115.0035. The objective of the cash count was to determine if
total cash on hand reconciled to the total receipts issued for the day up to the time of the cash count and the
approved change fund.

Scope:
The scope of the review was limited to a count of the cash on hand as of the time of the cash count. The review

was not designed nor intended to be a detailed study of every relevant control system, procedure, or transaction,
Accordingly, the opportunities for improvement presented in this report may not be all-inclusive of areas where
improvement could be made.

Conclusion:
There were no collections at time of the cash count, Based on the review, we concluded that total cash on hand

reconciled to the approved change fund of $100.00

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during the cash count. If you have any questions, feel free to call Reynaldo Cantu II,
Compliance Audit Supervisor, at 318-2511ext. 4654, Letty Chavez, Director of Audit Division, at ext, 4651, Linda
Fong, First Assistant Auditor, at ext. 4668 or me at ext. 4645,

Respecifully,
AR /¥ da’/z@f?,ﬁ

Maria Arcilia Duran, CPA
Hidalgo County Auditor

cc:  Mr. Valde Guerra, County Executive Officer
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COUNTY

HIDALGO COUNTY AUDITOR’S OFFIC
Hidalgo County Administration Buifdi
2808 South Business Highway 281
Edinburg, Texas 78539-6243

- e — i T, o
PHONE: (956) 318-2511 B L P LB R o Jmntin e L

FAX: (956) 318-2577
WEBSITE: www.co.hidalgo.bx.us/auditor EDINBURG, TEXAS 78539

October 29, 2019

The Honorable Eddie Guerra, Sheriff
Hidalgo County Sheriff’s Office

711 El Cibolo Rd. - '
Edinburg, Texas 78541

Re: Cash Count Audit No. 2019-80
Dear Sheriff Guerra:

We conducted a surprise cash count of the cash held at the Sheriff’s Office for the Regular Trust account on
September 6, 2019 as required by Local Government Code § 115.0035. The objective of the cash count was to
determine if total cash on hand reconciled to the total receipts issued for the day up to the time of the cash
count.

Scope:
Thé scope of the review was limited to a count of the cash on hand as of the time of the cash count. The review

was not designed nor intended to be a detailed study of every relevant control systemn, procedure, or transaction.
Accordingly, the opportunities for improvement presented in this report may not be all-inclusive of areas where
improvement could be made,

Conclusion:
At the time of the cash count, receipts had not been issued and collections had not been made.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during the cash count. If you have any questions, feel free to call Reynaldo Cantu III,
Compliance Audit Supervisor, at 318-2511ext. 4654, Leity Chavez, Director of Audit Division, at ext. 4651, Linda
Fong, First Assistant Auditor, at ext. 4668 or me at ext, 4645.

Regpectfully,
AR , ﬁmﬁ

Madria Arcilia Dufan, CPA
Hidalgo County Auditor

co:  Mr. Valde Guerra, County Executive Officer
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COUNTY

HIDALGO COUNTY AUDITOR'S OFFICE
Hidalgo County Administration Buliding
2808 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE: (956) 318-2511

FAX: (956) 318-2577

WEBSITE: www.co.hidalgo. tx.us/auditor

December 4, 2019

The Honorable Lita Leo

Hidalgo County Treasurer

2810 South Business Highway 281
Edinburg, TX 78539-6243

Re: Cash Count Report No. 2019-83
Dear Ms. Leo:

We conducted a surprise cash count of the cash held at the County Treasurer’s Office on Seplember 18, 2019
pursuant to Local Government Code §115.003 and §115.0035. The objective of the cash count was to determine
if total cash on hand reconciled to the total receipts issued for the day up to the time of the cash count and the
approved change fund.

Scope: :
The scope of the review was limited to a count of the cash on hand as of the time of the cash count. We also

conducted a follow-up to evaluate your office’s progress toward resolving the findings identified in the cash count
conducted on June 25, 2019. The review was not designed nor infended to be a detailed study of every relevant
control system, procedure, or transaction. Accordingly, the opportunities for improvement presented in this report
may not be all-inclusive of areas where improvement could be made.

Conclusion:

Cash on hand at the time of the cash count totaled $285,059.14, Based on the cash count, we concluded that total
cash on hand reconciled to the total receipts issued up to the time of the cash count and the approved change fund
of $50.00. We noted that improvements were made toward resolving the prior year finding; however, some
improvements are required as noted in the following observations.

The responsibility for establishing and maintaining a sound internal control system rests with management. The
objectives of an internal confrol system are to provide management with reasonable, but not absolute, assurance
that assets are safeguarded against loss from unauthorized use or theft, and that transactions are executed in
accordarice with management’s authorization and recorded properly.

Observation No. 1:

We noted that the signature of the person responsible for verifying that an official County receipt was issued for
each mail-in payment was not noted on the mail log. According to the Chief Deputy, an electronic copy of the
mail log is prepared by the Accountant II and reviewed daily by the Chief Deputy.

The County Auditor’s Office requires that mail-in payments be listed on a daily mail log. The employee
responsible for opening the maii and listing the mail-in payments must sign and date the mail log to decument
responsibility for verifying the cash received and preparing the listing. Mail-in payments must then be transferred
to the cashier. After issuing a receipt for the mail-in payment, the cashier must enter the receipt date and receipt
number issued for the mail-in payment on the mail log. The cashier must also sign and date the mail log to
document responsibility for issuing the receipts. In addition, an employee other than the cashier should verify that
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The Honorable Lita Leo
December 4, 2019
Page 2 of 2

an official County receipt was issued for each mail-in payment. The employee conducting this verification must
sign and date the mail log to document responsibility for the verification.

Failure to ensure that the mail log contains the signature of the person responsible for verifying that an official
County receipt was issued for each mail-in payment increases the risk that checks received by mail are not
receipted and deposited.

Recommendation:
Management should ensure that the person responsible for verifying that an official County receipt was issued for
each mail-in payment is noted on the mail log. g

Observation No. 2:

We noted that cashiers have access to modify receipts (i.¢., receipt amount, payer name, payment description, and
general ledger account number) that have been printed and issued to the payor, but have not been posted to Alio.
According to staff, Afio currently does not limit this access; however, as a compensating control, all cashiers must
obtain approval from the Chief Deputy before making any modifications to receipts.

Access controls provide management with reasonable assurance that data files and application programs are
protected against unauthorized modification, disclosure, loss, or impairment. Access controls require users to
authenticate themselves (through the use of unique user IDs and passwords) and limit the files and other resources
that they can access and the actions that they can execute. For access controls to be effective, management must
analyze the responsibilities of individual users and determine the type of access needed for the users to effectively
fulfill their responsibilities. Access granted must be restricted to those authorized functions alone. Access
authorizations and related controls should be monitored, maintained, and adjusted on an ongoing basis to
accommodate for changes in a user’s responsibilities (i.e., new hire, promotions, termination, and/or transfer of
employees).

Failure to ensure that access to modify receipts is not available to staff may result in the loss or misuse of County
funds. .

Recommendation:
Management should coordinate with ESP, Alio customer support, to ensure that this issue is resolved. The
assistance of the County Auditor’s Office System Support Specialist should be requested.

Please provide written management responses to the observations noted above by December 13, 2019 using the
attached Management Response Forms,

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during the cash count. If you have any questions or would like to schedule a meeting to
discuss this cash count, please contact Michael Ramos, Internal Auditor I, at (956) 318-2511, ext. 4644, Reynaldo
Cantu II1, Compliance Audit Supervisor, at ext. 4654, Leity Chavez, Director of Audit Division, at ext. 4651,
Linda Fong, First Assistant Auditor, at ext, 4668, or me at ext. 4645.

Respectfully,

/% anin A Lwn
Maria Arcilia Duran, CPA

Hidalgo County Auditor

Enclosure: Management Response Forms

¢c: Mr. Valde Guerra, County Executive Officer
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HIDALGO COUNTY AUDITOR'S OFFICE
INTERNAL AUDIT DIVISION
MANAGEMENT RESPONSE FORM

AUDITEE: Hidalgo County Treasurer AUDIT NO.: 2019.83
MANAGEMENT

AUDIT: Cash Count RESPONSE DUE: December 13, 2019

FINDING No.: 1 RECOMMENDATION: 1

Management should ensure that the person responsible for verifying that an official County receipt was

issued for each mail-in payment is noted on the mail log.
f

Management Response (Choose One):

AGREE TO TAKE REMEDIAL ACTION (Action Plan attached)

AGREE TO ACCEPT RISK OF NOT TAKING REMEDIAL ACTION

DISAGREE THAT RISK EXISTS (Specify below)

Management Comments (Attach additional page(s) if necessary):

Specify Target Date of Remedial Action (if any):

Signature: Date:




HIDALGO COUNTY AUDITOR'S OFFICE
INTERNAL AUDIT DIVISION
MANAGEMENT RESPONSE FORM

AUDITEE: Hidalgo County Treasurer AUDIT NO.: 2019-83
MANAGEMENT

AUDIT: Cash Count RESPONSE DUE: December 13, 2019

FINDING No.: ; 2 RECOMMENDATION:. 2

Management should coordinate with ESP, Alio customer suppori, to ensure that this issue is resolved.
The assistance of the County Auditor’s Office System Support Specialist should be requested.

Management Response (Choose One):

AGREE TO TAKE REMEDIAL ACTION (Action Pian attached)

AGREE TO ACCEPT RISK OF NOT TAKING REMEDIAL ACTION

DISAGREE THAT RISK EXISTS (Specify below)

Management Comments (Attach additional page(s) if necessary):

Specify Target Date of Remedial Action (if any):

Signature: Date:




COUNTY

HIDALGO COUNTY AUDITOR'S OFFICE
Hidalgo County Administration Builldin
2B08 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE:

FAX: (956) 318-2577

(956) 318-2511

WEBSITE: www.co.hidalgo.tx.us/auditor EDINBURG, TEXAS 78539

December 4, 2019

The Hondrable J.E. “Eddie” Guerra, Sheriff
Hidalgo County Sheriff’s Office

711 El Cibolo Rd.

Edinburg, Texas 78541

Re: Cash Count Repert No. 2019-86 and 2019-87.
Dear Sheriff Guerra:

‘We conducted a surprise cash count of the cash held at the Sheriff's Office for the Bond “B” Trust account and
“D* account on October 16, 2019, as required by Local Government Code §115.0035. The objective of the
cash count was to defermine whether total cash on hand reconciled to the total receipts issued for the day up to
the time of the cash count.

Scope: :
The scope of our review was limited to a count of the cash on hand as of the time of the cash count. We also

conducted a follow-up to evaluate your office’s progress toward reselving the finding identified in the cash
count conducted on October 23, 2018. The review was not designed nor intended fo be a detailed study of
every relevant control system, procedure, or transaction. Accordingly, the opportunities for improvement
presented in this report may not be ail-inclusive of areas where improvement could be made.

Conclusion:

Cash on hand at the time of the cash count for the “B” account totaled $37S 00. No collections had been
received for the “D” account. Based on the cash count, we concluded that total cash on hand reconciled to the
total receipts issued for the day up to the time of the cash count. In addition, we noted that the prior year
finding was resolved.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during the cash count. If you have any questions regarding this cash count or would
like to schedule a meeting to discuss this cash count, please contact Reynaldo Cantu III, Compliance Audit
Supervisor, at 318-2511 ext. 4654, Letty Chavez, Director of Audit Division, at ext. 4651, Linda Fong, First
Assistant Auditor, at ext. 4668, or me at ext. 4645.

Respectfully,
4.,/ r/ii/ﬁ /i lém
Maria Arcilia Duran, CPA

Hidalgo County Auditor

ce:  Mr. Valde Guerra, County Executive Officer
Mr. Roy Quintanilha, Chief, Adult Detention Division
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COUNTY

HIDALGO COUNTY AUDITOR’S OFFICE
Hidalgo County Administration Buildin
2808 South Business Highway 287
Edinburg, Texas 78539-6243

PHONE: (956} 318-2511

FAX; (956} 318-2577 . : =

WEBSITE: www.co.hidalgo.tx. us/auditor EDPINBURG, TEXAS 78539

December 4, 2019

The Honorable Eduardo Cantu, Commissioner
Hidalgo County Precinct No. 2

300 W, Hall Acres Suite G

Pharr, Texas 78577

Ref: Cash Count Report No. 2019-89
Dear Commissioner Canfu;

We conducted a surprise cash count of the cash held at the Alamo CRC Sanitation Office on October 22, 2019 as
required by Local Government Code §115.0035. The objective of the cash count was to determine if total cash on -
hand reconciled to the total receipts issued for the day up to the time of the cash count and the approved change
fund.

Scope:
The scope of the review was limited to a count of the cash on hand as of the time of the cash count. Our review

was not designed nor intended to be a detailed study of every relevant control system, procedure, or fransaction.
Accordingly, the opportunities for improvement presented in this report may not be all-inclusive of areas where
improvement could be made.

Conclasion:

Cash on hand at the time of the cash count totaled $325.00. Based on the results of our review, we determined that
total cash on hand reconciled to the total receipts issued up to the time of the cash count and the approved change
fund of $200.00. However, we noted that the system of internal controls for the collection and safegnarding of cash
requires improvement as noted in the following observation.

The responsibility for establishing and maintaining a sound internal control system rests with management. The
objectives of an internal control system are to provide management with reasonable, but not absolute, assurance
that assets are safeguarded against loss from unauthorized use or theft, and that transactions are executed in
accordance with management’s authorization and recorded properly.

Observation No. 1:

We noted that a transfer form is not completed when cashiering duties are transferred from one employee to
another. According to staff, a reconciliation is completed by employees tracing receipts, cash, checks, and credit
card payments back to the Sanitation Program generated reconciliation report, however, this process is not formally
documented.

The County Auditor’s Office requires the transfer of cash from one person to another be counted in the presence of
both parties. The amount should be recorded on a receipt (“Shift Change Form™), and the receipt should be signed
by the employee accepting custody. This is necessary for the purposes of establishing responsibility relating to a
shortage.

Failure to ensure that a receipt signed by the employee who accepts custody of collections is prepared during a shift
change increases the risk of loss or misuse of County funds.
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Honorable Eduardo Cantu
December 4, 2019
Page 2 of 2

Recommendation:
Management should ensure that the transfer of cash from one person to another is counted in the presence of both
parties and documented on a “Shift Change Form.”

Please provide a written management response using the attached Management Response Form for the observation noted
gbove by December 13, 2019,

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and assistance
provided to us during the cash count. If you have any questions regarding this cash count, please contact Reynaldo
Cantu III, Compliance Audit Supervisor, at 318-2511, ext 4654, Letty Chavez, Director of Audit Division, at ext.
4651, Linda Fong, First Assistant Auditor, at ext. 4668, or me at ext. 4645,

Respectfully,

;{ 2z /4{_ Lhonen™

Maria Arcilia Duran, CPA
Hidalgo County Auditor

Enclosure: Management Response Form

ce: ‘Mr., Valde Guerra, County Executive Officer
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HIDALGO COUNTY AUDITOR'S OFFICE
INTERNAL AUDIT DIVISION
MANAGEMENT RESPONSE FORM

Commissioner Precinet No. 1

- Alamo CRC Sanitation
AUDITEE: Office Cash Count AUDIT NO.: 2019-89
MANAGEMENT
AUDIT: Cash Count RESPONSE DUE: December 13, 2019
FINDING No.: ], RECOMMENDATION: 1

Management should ensure that the transfer of cash from one person to another is counted in the
presence of both parties and documented on a “Shift Change Form,”

Management Response (Choose One):
AGREE TO TAKE REMEDIAL ACTION (Action Plan attached)

AGREE TO ACCEPT RISK OF NOT TAKING REMEDIAL ACTION

DISAGREE THAT RISK EXISTS (Specify below)

Management Comments (Atiach additional page(s) if necessary):

Specify Target Date of Remedial Action (if any):

Signature: Date:




COUNTY OF HIDALGO, TEXAS
TRANSFER FORM

DATE OF COLLECTION:

CASHIER'S NAME:
NAME OF EMPLOYEE COLLECTIONS ARE BEING TRANSFERRED TO:

PART I: RECAP OF RECEIPTS ISSUED-TOTAL COLLECTIONS
TOTAL CASH COLLECTED ( RECEIPT # THROUGH ) 3
PART Ii: CASH ON HAND BY ACTUAL COUNT
A} TOTAL CHECKS $
CHECK NUMBER AMOUNT CHECK NUMBER AMOUNT
a f.
b. g.
c. h.
d. i.
= i
B.) CURRENCY C.) COINS $
ONES PENNIES
FIVES NICKELS
TENS DIMES
TWENTIES QUARTERS
FIFTIES HALF DOLLARS
HUNDREDS SILVER DOLLARS
_____ OTHER =
TOTAL TOTAL
D.) TOTAL CREDIT CARDS $
(ATTACH CC REPORT)
E. TOTAL CHECKS, CURRENCY AND COINS, AND CREDIT CARDS $
F. LESS: CHANGE FUND (IF ANY) $
_TOTAL FUNDS RECEIVED $
VARIANCE- OVERAGE/ (SHORTAGE) $
COMMENTS:
PART i ACKNOWLEDGMENT AND APPROVAL
| have counted and acknowledge receipt of all cash collected.
COUNTED BY: WITNESSED BY:

The cash count must be witnessed by the employee taking custody of the collections.
Any varlance must immediately reconciled and brought to the attention of a supervisor.



COUNTY

HIDALGQ COUNTY AUDITOR'S OFFICE
Hidalgo County Administration Buildin
2808 South Business Highway 2871
Edinburg, Texas 78539-6243

PHONE:;

FAX: (956) 318-2577
WEBSITE: www.co.hidalgo.tx.us/auditor

(956) 318-2511

EDINBURG TEXAS 78539

December 4, 2019

Honorable Celestino Avila, Jr., Constable
Hidalgo County Precinct No. 1

1902 Joe Stephens Suite 303

Weslaco, Texas 78596

Re: Cash Count Report No. 2019-91

Dear Constable Avila:

We conducted a surprise cash count of the cash held at your office on November 5, 2019, as required by Local
Government Code §115.0035. The objective of the cash count was to determine whether total cash on hand
reconciled to the total receipts issued for the day up to the time of the cash count.

Scope:

The scope of the review was limited to a count of the cash on hand as of the time of the cash count. We also
conducted a follow-up to evaluate your office’s progress towart resolving the findings identified in the cash
count conducted June 6, 2018. The review was not designed nor intended to be a detailed study of every
relevant contro] system, procedure, or transaction. Accordingly, the opportunities for improvement presented
in this report may not be all-inclusive of areas where improvements could be made.

Conclusion:

At the time of the cash count, receipts had not been issued and collections had not been made. We noted that
improvements were made toward resolving the prior year findings; however, some improvements are required
as noted in the following observation.

The responsibility for establishing and maintaining a sound internal control system rests with management
The objectives of an internal control system are to provide management with reasonable, but not absolute,

assurance that assets are safeguarded against loss from unauthorized use or theft, and that transactions are -

executed in accordance with management’s anthorization and recorded properly.

Observation No. 1:
We noted that segregation of duties over the handling of collections requires improvement. The
Administrative Assistant I performs the following incompatible duties:

o Custody: Receives money, issues receipts, opens and lists mail receipts, balances copies of
receipts against the cash drawer, maintains a cash drawer, prepares bank deposit, and
has access to the inventory of unused receipts

o Recording: Accounts for numerical sequence of receipts, records receipts on cash received log,
maintains inventory log of unused receipts, and prepares reports of cash received

o Authorization: Subsequently compares listed mail receipts to recorded receipts.

According to staff, segregation of duties is difficult to achieve within the department due to limited personnel.

The responsibility for sound internal controls rests with management. Segregation of duties is a basic, key
internal control in any organization. Segregation of duties prevents one individual from performing a transaction
from beginning to end. In addition, it provides an individual with the opportunity to catch an error before a

LUIS W SINGLETERAY
JUBGE, #Pe 0.6

" HIDALGO COUNTY DISTRICT JUDGES

FERNANDG-NANCIAT . R."EOHBY" FLORER ROBE GUERRA REYHA MARLA CUELLAR MARIO E. RAMIREL, JR. NOE QONZALEZ LETIELS LOPEZ L.KENOVASQUEZ .  ISRAEL RAMCH, JR. REMEE R. BETANCOURT YEHRAEL D FONSECA
JUDGE. 5% .4, JUDEE, 1™ 0.0, JUDGE, 208™0.C. JUDGE, T¢M L, JUDGE, WP BLG. JUDGER!:W b.C. JUDGE, 328 D.C. JUDBE, 336 DE, JUDGE, £30MD.C. JUDGE, 458™ D.G. JUDGE, 4847 D.C.
CVERSEER



Honorable Celestino Avila, Jr.
December 4, 2019
Pape 2 of 2

transaction is fully executed. Duties that should be segregated include: custody of assets, recording transactions,
and authorization. The individual responsible for recelving money, issuing receipts, opening and listing mail
receipts, balancing copies of receipts against the cash drawer, maintaining a cash drawer, preparing bank deposit,
and having access fo the inventory of unused receipts should be different from the individual responsible for
accounting for numerical sequence of receipts, recording receipts on cash received log, maintaining inventory log
of unused receipts, and preparing reports of cash received. In addition, the individuals previously noted should
be different from the individual responsible for subsequently comparing listed mail receipts to recorded receipts.

Maintaining segregation of duties is especially challenging for units with a small number of employees. In these
cases, it is important that management institute compensating controls to cover for the lack of a basic control. In
an environment with a limited number of clerical and administrative personnel, management needs to be
involved in documenting, reviewing, and approving transactions, reports, and reconciliations. Adequate and
timely supervision is especially important in small departments, where limited personnel may inhibit a thorough
segregation of duties.

Failure to ensure that incompatible duties are adequately segregated or that compensating controls are
implemented increases the risk of loss or misuse of County funds.

Recommendation:

Management should ensure that incompatible duties, such as those noted above, are adequately segregated. If
incompatible duties cannot be adequately segregated, management should ensure that compensating controls are
implemented.

Please provide a written management response to the observation noted above by December 13, 2019.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistarice provided to us during the cash count. If you have any questions regarding this cash count please
contact Reynaldo Cantu ITI, Compliance Audit Supervisor, ext. 4654, Letty Chavez, Director of Audit
Division, at ext. 4651, Linda Fong, First Assistant Auditor, at ext. 4668, or me at 4645.

spectfully, ;
naria. A Lren®

aria Arcilia Duran, CPA
Hidalgo County Auditor

¢c: Mr. Valde Guerra, County Executive Officer
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HIDALGO COUNTY AUDITOR'S OFFICE
INTERNAL AUDIT DIVISION
MANAGEMENT RESPONSE FORM

AUDITEE: Constable Precinét Ne. 1 AUDIT NO.: 2019-91
MANAGEMENT

AUDIT: Cash Count RESPONSE DUE: December 13, 2019

FINDING No.: 1 RECOMMENDATION: 1

Management should ensure that incompatible duties, such as those noted above, are adequately
segregated. If incompatible duties cannot be adequately segregated, management should ensure that
compensating contrels are implemented.

Management Response (Choose One):
AGREE TO TAKE REMEDIAL ACTION (Action Plan attached)

AGREE TO ACCEPT RISK OF NOT TAKING REMEDIAL ACTION

DISAGREE THAT RISK EXISTS (Specify below)

Management Comments (Attach additiénal page(s) if necessary):

Specify Target Date of Remedial Action (if any):

Signature: Date:




COUNTY

HIDALGO COUNTY AUDITOR'S OFFI
Hidalgo County Administration Building
2808 South Business Highway 281

Edinburg, Texas 78539-6243

PHONE:

(956) 318-2511 EDINBURG TEXAS 78539

FAX: (956) 318-2577
WEBSITE: www.co hidalgo.tx.us/auditor

November 12, 2019

Mr. Homero Garza, Fire Marshal
Hidalgo County Fire Marshal’s Office
1903 N. Knights Drive

Pharr, Texas 78577

Re: Cash Count Audit No. 2019-93

We conducted a sijrprise cash count of the cash held at your office on September 10, 2019 as required by Local
Government Code §115.0035. The objective of the cash count was to determine if total cash on hand reconciled
to the total receipts issued for the day up to the time of the cash count and the approved change fund.

Scope:

The scope of the review was limited to a count of the cash on hand as of the time of the cash count. We also
conducted a follow-up to evaluate your office’s progress toward resolving the finding included in the cash
count conducted on September 4, 2018. The review was not designed nor intended to be a detailed study of
every relevant control system, procedure, or fransaction. Accordingly, the opportunities for improvement
presented in this report may not be all-inclusive of areas where improvement could be made.

Concluston:

Total cash on hand at the time of the cash count was $200.00. Based on the cash count, we concluded that
total cash on hand reconciled to the total receipts issued for the day vp to the time of the cash count and the
approved change-fund of $150.00. We noted that improvements were made toward resolving the prior year
finding; however, some improvement is required as noted in the following observation.

The responsibility for establishing and maintaining a sound internal control system rests with management.
The objectives of an internal control system are to provide management with reasonable, but not absolute,
assurance that assets are safeguarded against loss from unauthorized use or theft, and that transactions are
executed in accordance with management’s authorization and recorded properly.

Observation No. 1:
We noted that segregation of duties over the handlmg of collections requires improvement. The
Administrative Assistant performs the following incompatible duties:

o Custody: Receives money, issues receipts, opens and lists mail receipts, balances copies of
receipts against the cash drawer, maintains a cash drawer, prepares deposit, and has
access to the inventory of unused receipts

o Recording: Accounts for numerical sequence of cash receipts, maintains inventory log of unused
receipts, and prepares reports of cash received

The responsibility for sound internal controls rests with management. Segregation of duties is a basic, key
internal control in any organization. Segregation of duties prevents one individual from performing a
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Mr. Homero Garza

November
Page 2 of 3

12,2019

transaction from beginning to end. In addition, it provides an individual with the opportunity to catch an error
before a transaction is fully executed. Duties that should be segregated include: custody of assets, recording
transactions, and authorization. The individua] responsible for receiving money, issuing receipts, opening and
listing mail receipts, balancing copies of receipts against cash drawer, maintaining a cash drawer, preparing
deposits, and having access to the inventory of unused receipts should be different from the individual
responsible for accounting for the numerical sequence of cash receipts, maintaining inventory log of unused
receipts, and preparing reports of cash received.

Maintaining segregation of duties is especially challenging for units with a small number of employees. In these
cases, it is important that management institute compensating controls to cover for the lack of a basic control. In
an environment with a limited number of clerical and administrative personnel, management needs to be
involved in documenting, reviewing, and approving transactions, reports, and reconciliations. Adequate and
timely supervision is especially important in small departments, where limited personnel may inhibit a thorough
segregation of duties.

Failure to have adequate segregation of duties increases the risk of loss or misuse of Couhty funds.

Recommendation:

Management should ensure that incompatible duties such as those noted above are adequately segregated. If
incompatible duties cannot be adequately segregated, management should ensure that compensating controls
are implemented. '

Please provide a written management response to the observation noted above by December 2, 2019 using the
attached Management Response Form.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during the cash count, If you have any questions or would like to schedule a meeting
to discuss this cash count, please contact Reynaldo Cantu III, Compliance Audit Supervisor, at 3 18-2511 ext.
4654, Letty Chavez, Director of Audit Division, at ext. 4651, Linda Fong, First Assistant Auditor, at ext. 4668,
or me at ext. 4645,

Respectfully,

anin A Lhwen®
aria Arcilia Duran, CPA
Hidalgo County Auditor

ce: Valde Guerra, County Executive Officer
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HIDALGO COUNTY AUDITOR'S OFFICE
INTERNAL AUDIT DIVISION
MANAGEMENT RESPONSE FORM

AUDITEE: Fire Marshal AUDIT NO.: 2019-93
MANAGEMENT

AUDIT: Cash Count RESPONSE DUE: December 2, 2019

FINDING No.: 1 RECOMMENDATION: i

Management should ensure that incompatible duties such as those noted above are adequately
segregated. If incompatible duties cannot be adequately segregated, management should ensure that
compensating controls are implemented.

Management Response (Choose One):

AGREE TO TAKE REMEDIAL ACTION (Action Plan attached)

AGREE TO ACCEPT RISK OF NOT TAKING REMEDIAL ACTION

DISAGREE THAT RISK EXISTS (Specify below)

Management Comments (Attach additional page(s) if necessary):

Specify Target Date of Remedial Action (if any):

Signature: Date:




COUNTY

HIDALGO COUNTY AUDITOR'S OFFIC

Hidalgo County Administration Buildi) e i o

2808 South Business Highway 281 r =it AT Lo _ -
Edinburg, Texas 78539-6243 _ L sl Sl b e L _;grl';l,, S EmE e %l"_{g_f RS
PHONE: (956) 318-2511 " '

FAX: (956) 318-2577 EDINBURG, TEXAS 78539
WEBSITE: www.co.hidalgo.tx.us/auditor

December 4, 2019

Mt. Eduardo QOlivarez, Director

Hidalgo County Department of Health and Human Services
1304 S. 25% Street

Edinburg, Texas 78539

Re: Cash Count Audit No. 2019-94
Dear Mr. Olivarez:

We conducted a surprise cash count of the cash held at the Environmental Health Division-Restaurant Health
Permit Section on November 13, 2019, as required by Local Government Code § 115.0035. The objective of
the cash count was to determine if total cash on hand reconciled to the total receipts issued for the day up to the
time of the cash count and the approved change fund.

Scope:
The scope of the review was limited to a count of the cash on hand as of the time of the cash count. We also

conducted a follow-up to evaluate your office’s progress toward resolving the finding identified in the cash
count conducted on August 15, 2018. The review was not designed nor intended to be a detailed study of
every relevant control system, procedure, or transaction. Accordingly, the opportunities for improvement
presented in this report may not be all-inclusive of areas where improvement could be made.

Conclusion:

Cash on hand at the time of the cash count totaled $425.00. Based on the cash count, we concluded that total
cash on hand reconciled to the total receipts issued up to the time of the cash count and the approved change
fund of $25.00. In addition, the prior year finding was resolved.

We would like to express our sincere appreciation fo you and your staff for the cowrtesy, cooperation, and

* assistance provided to us during the cash count. If you have any questions or would like to schedule a meeting
to discuss this cash count, please contact Reynaldo Cantu 11, Compliance Audit Supervisor, at 318-2511 ext.
4654, Letty Chavez, Director of Audit Division, at ext. 4651, Linda Fong, First Assistant County Auditor, at
ext. 4668, or me at ext. 4645.

Respectfully,

aria A{ Ohonzre 9
Maria Arcilia Duré’{l, CPA
Hidalgo County Auditor

ce: Valde Guerra, County Executive Officer
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COUNTY

HIDALGO COQUNTY AUDITOR'S OFFIC.
Hidalgo County Administration Buildin
2808 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE:

(956) 318-2511

FAX: (956) 318-2577 EDINBURG, TEXAS 78539
WEBSITE: www.co.hidalgo.tx, us/auditor

December 4, 2019

Mr. Eduardo Olivarez, Director

Hidalgo County Department of Health and Human Services
1304 S. 25 Street

Edinburg, Texas 78539

Re: Cash Count Audit No. 2019-95
Dear Mr. Olivarez:

We conducted a surprise cash count of the cash held at the Environmental Health Division - On-Site Sewage
Facilities - Edinburg location on November 13, 2019, as required by Local Government Code §115.0035. The
objective of the cash count was to determine if total cash on hand reconciled to the total receipts issued for the
day up to the time of the cash count and the approved change fund.

Scope:

The scope of the review was limited to a count of the cash on hand as of the time of the cash count, We also
conducted a follow-up to evaluate your office’s progress toward resolving the finding identified in the cash
count conducted on August 15, 2018. The review was not designed nor intended to be a detailed study of
every relevant control system, procedure or transaction. Accordingly, the opportunities for improvement
presented in this report may not be all-inclusive of areas where improvement could be made.

Conclusion:

Cash on hand at the time of the cash count totaled $750.00. Based on the cash count, we have concluded that
total cash on hand reconciled to the total receipts issued up to the time of the cash count and the approved
change fund of $25.00. In addition, the prior year finding was resolved.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and assistance
provided to us during the cash count. If you have any questions or would like to schedule a meeting to discuss this
cash count, please contact Reynaldo Cantu III, Compliance Audit Supervisor at (956) 318-2511, ext. 4654, Letty
Chavez, Director of Audit Division, at ext. 4651, Linda Fong, First Assistant County Auditor, at ext. 4668, or me at
ext. 4645,

Respectfully,

ﬁa/wr;/{ﬂwm

Maria Arcilia Duran, CPA
Hidalgo County Auditor

ce: Valde Guerra, County Executive Officer
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COUNTY

HIDALGO COUNTY AUDITOR’S OFFICE
Hidalgo County Administration Building
2808 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE:

(956) 318-2511

FAX: (956) 318-2577
WEBSITE: www.co.hidalgo.ix.us/audifor

December 2, 2019

Mr. Eduatdo Olivarez, Director

Hidalgo County Department of Health and Human Services
1304 S. 25 Street

Edinburg, Texas 78539

Re: Cash Count Report No. 2019-556
Dear Mr, Olivarez:

We conducted a surprise cash count of the cash held at the Weslaco Health Clinic on September 10, 2019, as
required by Iocal Government Code §115.0035. The objective of the cash count was to determine whether
total cash on hand reconciled to the total receipts issued for the day up to the time of the cash count.

Scope:
The scope of our review was limited to a count of the cash on hand as of the time of the cash count. We also

conducted a follow-up to evaluate your office’s progress toward resolving the findings regarding the cash
count conducted on April 25, 2018. The review was not designed nor intended to be a detailed study of every
relevant control system, procedure, or transaction. We noted that improvements were made toward resolving
the prior year findings; however, some improvements are required as noted in the following observation.

Conclusion;

Total cash on hand at the time of the cash count was $385.00. Based on the cash count, we concluded that
total cash on hand reconciled to the total receipts issued for the day up to the time of the cash count and the
approved change fund of $50.00. However, we noted that the system of internal controls for the collection and
safeguarding of cash requires improvement as noted in the following observation.

The responsibility for establishing and maintaining a sound internal control system rests with management. The
objectives of an internal control system are to provide management with reasonable, but not absolute, assurance
that assets are safeguarded against loss from unauthorized use or thefl, and that transactions are executed in
accordance with management’s authorization and recorded properly.

Observation No. 1:
We noted during our review that segregation of duties over the handling of collections requires improvement.
The Clerks perform the following incompatible duties:

o Custody: Receive money, issue receipts, balance copies of receipts against the cash drawer,
maintain a cash drawer, prepare bank deposits, and have access to the inventory of
unused receipts

o Recording: Account for numerical sequence of receipts and prepare reports of cash received

o Authorization: Verify that voided original receipts are kept and reviewed

The responsibility for sound internal controls rests with management. Segregation of duties is a basic, key
internal control in any organization. Segregation of duties prevents one individual from performing a
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Mr. Eduardo Olivarez
December 2, 2019
Page 2 of 2

transaction from beginning to end. In addition, it provides an individual with the opportunity to catch an error
before a transaction is fully executed. Duties that should be segregated include: custody of assets, recording
transactions, and anthorization. The individual responsible for receiving money, issuing receipts, balancing
copies of receipts against the cash drawer, maintaining a cash drawer, preparing bank deposits, and having
access to the inventory of unused receipts should be different from the individual responsible for accounting
for the numerical sequence of cash receipts and preparing reports of cash received. In addition, the individuals
previously noted should be different from the individual responsible for verifying that voided original receipts
are kept and reviewed.

Maintaining segregation of duties is especially challenging for units with a small number of employees. In these
cases, it is important that management institute compensating controls to cover for the lack of a basic control. In
an environment with a limited number of clerical and administrative personnel, management needs to be
involved in documenting, reviewing, and approving transactions, reports, and reconciliations. Adequate and
timely supervision is especially important in small departments, where limited personnel may inhibit a thorough
segregation of duties.

Failure to have adequate segregation of duties increases the risk of loss or misuse of County funds.

Recommendation:
Management should ensure that incompatible duties such as those noted above are adequately segregated. If
incompatible duties cannot be adequately segregated, management should ensure that compensating controls
are implemented. .

Please provide a written management response to the observation noted above by December 6, 2019.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during the cash count. If you have any questions or would like to schedule a meeting
to discuss this cash count, please contact Edgar A. Escobedo, Internal Auditor 11, at 318-2511 ext. 4655,
Yvonne Torres, Revenue Audit Supervisor, at ext. 4642, Letty Chavez, Director of Audit Division, at ext.
4651, Linda Fong, First Assistant Auditor, at ext. 4668, or me at ext.4645.

Respectfully,

Zo f

Maria Arcilia Duran, CPA
Hidaigo County Auditor

cc: Mr. Valde Guerra, County Executive Officer
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COUNTY

HIDALGO COUNTY AUDITOR’S QOFFIC,
Hidalgo County Administration Buildi
2808 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE: (956) 318-2511

FAX: (956) 318-2577 .
WEBSITE: www.co.hidalgo.tx.us/auditor

December 4, 2019

The Honorable Pablo “Paul” Villarreal, Jr., RTA
Hidalgo County Tax Assessor/Collector

2804 South Business Highway 281

Edinburg, TX 78539

Re: Cash Count Report No. 2019-563
Dear Mr. Villarreal:

We conducted a surprise cash count of the cash held at the Weslaco Tax Office on September 25, 2019 as
required by Local Government Code §115.0035. The objective of the cash count was to determine if total cash
on hand reconciled to the total receipts issued for the day up to the time of the cash count and the approved
change fund.

Scope: e
The scope of the review was limited to a count of the cash on hand as of the time of the cash count. The review

was not designed nor intended to be a detailed study of every relevant confrol system, procedure, or transaction.
Accordingly, the opportunities for improvement presented in this report may not be all-inclusive of areas where
improvement could be made.

Conclusion:

Cash on hand at the time of the cash count totaled $15,050.40. Based on the cash count, we concluded that total
cash on hand reconciled to fotal receipts issued for the day up to the time of the cash count and the approved
change fund of $200.00.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during the cash count. If you have any questions regarding this cash count or would
like to schedule a meeting to discuss this cash count, please contact Abigail Guajardo, MSA, Internal Auditor I,
at (956) 318-2511 ext. 4652, Yvonne Torres, Revenue Audit Supervisor, at ext. 4642, Letty Chavez, Director of
Audit Division, at ext. 4651, Linda Fong, First Assistant Auditor, at ext. 4668, or me at ext. 4645.

Respectfully,

%Mﬂt - Lhenzn®

Maria Arcilia Duran, CPA
Hidalgo County Auditotb

cc:. Mr. Valde Guetra, County Executive Officer
" Ms. Eva Mireles, Chief of Operations
Mr. Luey Flores, Substation Supervisor
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COUNTY

HIDALGO COUNTY AUDITOR’S OFFIC.
Hidalgo County Administration Building
2808 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE: (956) 318-2511

FAX: (956) 318-2577

WEBSITE: www.co.hidalgo.tx.us/auditor

December 4, 2019

The Honorable Pablo “Paul” Villarreal, Jr.,, RTA
Hidalgo County Tax Assessor/Collector

2804 South Business Highway 281

Edinburg, Texas 78539

Re: Cash Count Report No. 2019-568
Dear Mr. Villarteal:

We conducted a surprise cash count of the cash held at the Elsa Tax Office on September 19, 2019, as required
by Local Government Code §115.0035. The objective of the:cash count was to determine if total cash on hand
reconciled to the total receipts issued for the day up to the time of the cash count and the approved change
fund.

Scope:
The s¢ope of the review was limited to a count of the cash on hand as of the time of the cash count. We also

conducted a follow-up to evaluate your office’s progress toward resolving the findings identified in the cash
count conducted December 13, 2018. The review was not designed nor intended to be a detailed study of
every relevant control system, procedure, or transaction. Accordingly, the opportunities for improvement
presented in.this report may not be all-inclusive of areas where improvement could be made.

Conclusion:

Cash on hand at the time of the cash count totaled $2,210,60. Based on the cash count, we conciuded that
generally total cash on hand reconciled to the total receipts issued for the day up to the time of the cash count and
the approved change fund of $700.00. We noted that improvements were made toward resolving the prior year
findings; however, some improvements are required as noted in the following observation.

The responsibility for establishing and maintaining a sound internal control system rests with management.
The objectives of an internal control system are to provide management with reasonable, but not absolute,
assurance that assets are safeguarded against 1oss from unauthorized use or theft, and that iransactions are
executed in accordance with management’s authorization and recorded properly.

Observation No. 1:
We noted that segregation of duties over the handling of collections requires improvement. The office
Supervisor and Assistant Supervisor perform the following incompatible duties:

o Custody: Receive money, issue receipts, balance copies of receipts against the cash drawer,
maintain a cash drawer, and prepare bank deposits
o Recording: Prepare reports of cash received

o Authorization: Verify that voided original receipts are kept and reviewed

Segregation of duties is a basic, key internal control in any organization. Segregation of duties prevents one
individual from performing a transaction from beginning to end. In addition, it provides an individual with the
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Honorable Pablo “Paul” Villarreal Jr.
December 4, 2019
Page 2 of 2

opportunity to catch an error before a transaction is fully executed. Dufies that should be segregated include:
custody of assets, recording transactions, and authorization. The individual responsible for receiving money,
issuing receipts, balancing copies of receipts against the cash drawer, maintaining a cash drawer, and preparing
bank deposits should be different from the individual responsible for preparing reports of cash received. In
addition, the individuals previously noted should be different from the individual responsible for verifying that
voided original receipts are kept and reviewed.

Maintaining segregation of duties is especially challenging for unifs with a small number of employees. In
these cases, it is important that management institute compensating controls to cover for the lack of a basic
control. In an environment with a limited number of clerical and administrative personnel, management needs
to be involved in documenting, reviewing, and approving transactions, reports, and reconciliations. Adequate
and timely supervision is especially important in small departments, whete limited personnel may inhibit a
thorough segregation of duties.

Failure to ensure that incompatible duties are adequately segregated or that compensating controls are
implemented increases the risk of loss or misuse of County funds.

Recommendation:

Management should ensure that incompatible duties are adequately segregated such as those noted above. If
incompatible duties cannot be adequately segregated, management should ensure that compensating controls are
implemented.

Please provide a written management response to the observation noted above by December 13, 2019.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during the cash count. If you have any questions regarding this cash count or would
like to schedule a meeting to discuss this cash count, please contact Gricelda Quintero, Internal Auditor I1, at
(956) 318-2511, ext. 4643, Yvonne Torres, Revenue Audit Supervisor, at ext. 4642, Letty Chavez, Director of
Audit Division, at ext. 4651, Linda Fong, First Assistant Auditor, at ext. 4468, or me at ext. 4645,

Respectfully,

Kania. 4 Curan ®

Marila Arcilia Duran, CPA
Hidalgo County Auditor

cc:  Eva Mireles, Chief of Operations
Hermelinda Esparza, Substation Supervisor
Valde Guerra, County Executive Officer
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HIDALGO COUNTY AUDITOR'S CFFICE
Hidalgo County Administration Building
2808 South Business Highway 281

Edinburg, Texas 78539-6243 — =
PHONE: (956) 318-2511 EDINBURG, TEXAS 78539

FAX: {956) 318-2577
WEBSITE: www.co.hidalgo.tx.us/auditor

November 19, 2019

The Honorable Pable “Paul” Villarreal Jr., RTA
Hidalgo County Tax Assessor/Collector

2804 South Business Highway 281

Edinburg, Texas 78539

Re: Cash Count Report No. 2019-578
Dear Mr. Villarteal:

We conducted a surprise cash count of the cash held at the San Juan Motor Vehicle Substation on August 29,
2019, as required by Local Government Code §115.0035. The objective of the cash count was to determine
whether total cash on hand reconciled to the total receipts issued for the day up to the time of the cash count
and the approved change fund.

Scope:
The scope of the review was limited to a count of the cash on hand as of the time of the cash count. We also

conducted a follow-up to evaluate your office’s progress toward resolving the findings regarding the cash
count conducted on October 25, 2018. The review was not designed nor intended to be a detailed study of
every relevant control system, procedure, or transaction. Accordingly, the opportunities for improvement
presented in this report may not be all-inclusive of areas where improvement could be made.

Conclusion:

Total cash on hand at the time of the cash count was $27,475.81. Based on the cash count, we concluded that
total cash on hand reconciled to the total receipts issued for the day up to the time of the cash count, web agent
reports, and the approved change fund of $4,000.00. We noted that improvements were made toward resolving
the prior year findings; however, some improvements are required as noted in the following observations.

The responsibility for establishing and maintaining a sound internal control system rests with management.
The objectives of an internal control system are to provide management with reasonable, but not absolute,
assurance that assets are safeguarded against loss from unauthorized use or theft, and that transactions are
executed in accordance with management’s authorization and recorded properly.

Observation No, 1:

We noted that supervisors are able to reverse/void credit card transactions. According to management, Hamer
Enterprises provided an online portal in which supervisors were given the ability to reverse same-day credit
card transactions. Revetsals/voids are done when the incorrect amount is processed on the transaction or when
an individual wants to cancel the transaction.

The County Auditor’s Office requires that credit card transaction reversals be prohibited. Prior to taking a
credit card payment, the amount being charged to the ctedit card should be checked to ensure that it is
accurate. If after the payment has been processed, it is determined that the credit card transaction amount is

Lutg b
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Honorable Pablo “Paul” Villarreal, Jr.
MNovember 15, 2019
Page 2 0f2

incorrect, then the difference should be treated as an overpayment. If a refund needs to be issued, the refund
should not be credited back to the individuals’ credit card through a reversal; instead it must follow the same
procedures as any other refund and be issued by check.

Failure to ensure that credit card transactions are not reversed/voided may result in the loss of County funds.

Recommendation:

Management should ensure that access to the online credit card portal to reverse/void transactions is revoked. If a

refund is due to the payer, it must be processed as a refund check.

Observation No. 2:
We were informed by the Substation Supetvisor that the change fund assigned to the Motor Vehicle Division
is used to make change for Motor Vehicle Division and Tax Division.

The County Auditor’s Office requires that change fund advances be used only by the approved division.

Failure to ensure that change fund advances are used only by the approved division may increase the risk of
loss or misuse of County funds.

Recommendation:

Management should ensure that change funds are used for their respective divisions. On the recommendation
of the County Auditor, the Commissioners Court may increase or decrease the change fund at any time, if the
change fund advance for the Tax Division is not adequate to run the daily operations.

Please provide written management responses to the observations noted above by November 25, 2019.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during the cash count. If you have any questions regarding this cash count or would
like to schedule a meeting to discuss this cash count, please contact Gricelda Quintero, Internal Auditor, at
(956) 318-2511, ext. 4647, Yvonne Torres, Revenue Audit Supervisor, at ext. 4642, Letty Chavez, Director of
Audit Division, at ext. 4651, Linda Fong, First Assistant Auditor, at ext. 4668, or me at ext. 4645,

ectfully,
aria /( Leren®

Maria Arcilia Duran, CPA
Hidalgo County Auditor

cc:  Valde Guerra, County Executive Officer
Eva Mireles, Chief of Operations
Santos Castilleja, Motor Vehicle Division Manager
Herlinda Lara, San Juan Motor Vehicle Substation Supervisor
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COUNTY

HIDALGO COUNTY AUDITOR'S OFFI
Hidalgo County Administration Building
2808 South Business Highway 281 ; e - G
Edinburg, Texas 78539-6243

PHDNE?(956)318-2511 EDINBURG, TEXAS 78539
FAX: (956) 318-2577 F

WEBSITE: www.co.hidalgo.bx. us/audifor

November 12, 2019

The Honorable Pablo “Paul” Villarreal Jr., RTA
Hidalgo County Tax Assessor/Collector

2804 South Business Highway 281

Edinburg, Texas 78539

 Re: Cash Count Report No. 2019-580
Dear Mr, Villarreal:

We conducted a surprise cash count of the cash held at the Elsa Motor Vehicle Substation on August 6, 2019, as
required by Local Government Code §115.0035. The objective of the cash count was to determine if total cash on
hand reconciled to the total receipts issued for the day up to the time of the cash count.

Scope:

The scope of the review was limited to a count of the cash on hand as of the time of the cash count. We also
conducted a follow-up review of the internal control weaknesses identified in the cash count conducted on
November 8, 2018. The review was not designed nor intended to be a detailed study of every relevant control
system, procedure, or transaction.

Conclusion:

Total cash on hand at the time of the cash count was $41,244.40. Based on the review, we concluded that cash on
hand generally reconciled to the total receipts issued for the day up to the time of the cash count and the approved
change fund of $4,200.00.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during the cash count. If you have any questions regarding this cash count or would like
to schedule a meeting to discuss this cash count, please contact Marissa Castillo, Internal Auditor II, at (956) 318-
2511, ext. 4650, Yvonne Torres, Revenue Audit Supervisor, at ext. 4642, Letty Chavez, Director of Audit
Division, at ext. 4651, Linda Fong, First Assistant Auditor, at ext. 4668, or me at ext. 4645.

Respectiully,

G f e

Maria Arcilia Duran, CPA
Hidalgo County Auditor

cc:  Mr. Valde Guerra, County Executive Officer
Mr, Santos Castilleja, Motor Vehicle Division Manager
Ms, Hermelinda Esparza, Blsa Motor Vehicle Substation Supervisor
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COUNTTY

HIDALGO COUNTY AUDITOR’'S OFFICE
Hidalgo County Administration Building
2808 South Business Highway 281
Edinburg, Texas 78539-6243

PHONE:

(956) 318-2511

FAX: (956) 318-2577
WEBSITE: www.co.hidalgo.bx.us/auditor

November 8, 2019

The Honorable Jesus E. Morales
Justice of the Peace, Pct. 1, PL 2
1902 Joe Stephens, Suite 302
Weslaco, Texas 78596

Re: Cash Count Report No. 2019-587
Dear Judge Morales:

We conducted a surprise cash count of the cash held at your office on August 8, 2019, as required by Local
Government Code § 115.0035. The objective of the cash count was to determine whether total cash on hand
reconciled to the total receipts issued up to the time of the cash count.

Scope:
The scope of the review was limited to a count of the cash on hand as of the time of the cash count. We also

conducted a follow-up review of the internal control weaknesses identified in the cash count conducted on
September 4, 2018. In addition, we evaluated the procedures in place related to documenting the

- authorization of dismissed criminal cases for the period of June 1, 2019 through June 30, 2019. The review

was not designed nor intended to be a detailed study of every relevant conirol system, procedure, or
transaction. Accotdingly, the opportunities for improvement presented in this report may not be all-inclusive of
areas where improvement could be made.

Conclusion;

Total collections at the time of the cash count were $2,602.00. Based on the review, we concluded that total
cash on hand did not reconcile to the total receipts issued for the day up to the time of the cash count (see
Observation No.1). In addition, we noted that the system of internal controls for the collection and
safeguarding of cash requires improvement as noted in the following observations.

“The responsibility for establishing and maintaining a sound internal control system rests with management. The

objectives of an internal control system are fo provide management with reasonable, but not absalute, assurance
that assets are safeguarded against loss from unauthorized use or theft, and that transactions are executed in
accordance with management’s authorization and recorded properly.

Observation No. 1:
Total cash on hand at the time of the cash was over $1,242.00 due to 27 mail-in payments received on August
8, 2019 that had not been receipted. Of the 27 mail-in payments:

o 7 checks totaling $322.00 were receipted on August 8, 2019.

o 20 checks totaling $920.00 were receipted on August 9, 2019.

According to the Court Coordinator, checks are not promptly receipted due to heavy workload,

The County Auditor’s Office requires that all payments, including mail-in payments, be promptly recorded and
controlled using pre-numbered official County receipts. Collections must be deposited on a daily basis, unless
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The Honorable Jesus E. Morates
November 8, 2019
Pape 2 of 3

the amount collected is less than $100.00.

Failure to ensure that all payments are promptly receipted and deposited increases the risk of loss or misuse of
County funds.

Recommendation:
Management should ensure that all payments are promptly receipted and deposited.

Observation No., 2:
We noted that segregation of duties over the handling of collections requires improvement. The Court
Coordinator performs the following incompatible duties:

o Custody: Receives money, issues receipts, balances copies of receipts against cash drawer, and
maintains a cash drawer
o Recording: Has access to dismiss cases in Odyssey and prepares the monthly report

o Authorization: Verifies that voided original receipts are kept and reviewed

In addition, the Assistant Court Coordinators and Clerks perform the following incompatible duties:

o Custody: Receive money, issue receipts, balance copies of receipts against cash drawer, maintain a
cash drawer, and have access to inventory of unused cash receipts
o Recording; Account for the numerical sequence of receipts, have access to dismiss cases in Odyssey

and prepare repotts of cash received
According to the Court Coordinator, all staff has been cross trained in the event that they are limited in staff.

Segregation of duties is a basic, key internal control in any organization. Segregation of duties prevents one
individual from performing a transaction from beginning to end. In addition, it provides an individual with the
opportunity to catch an error before a transaction is fully executed. Duties that should be segregated include:
custody of assets, recording transactions, and authorization. The individual responsible for receiving money,
issuing receipts, balancing copies of receipts against the cash drawer, maintaining a cash dtawer, and having
access to inventory of unused cash receipts should be different from the individual responsible for accounting
for the numerical sequence of receipts, dismissing cases in Odyssey, preparing reports of cash received, and
preparing the monthly report. In addition, the individuals previously noted should not be responsible for
verifying that voided original receipts are kept and reviewed.

Maintaining segregation of duties is especially challenging for units with a small number of employees. In
these cases, it is important that management institute compensating controls to cover for the lack of a basic
control. In an environment with a limited number of clerical and administrative personnel, management needs
to be involved in documenting, reviewing, and approving transactions, reports, and reconciliations. Adequate
and timely supervision is especially important in small departments, where limited personnel may inhibit a
thorough segregation of duties.

Failure to ensure that incompatible duties are adequately segregated or that compensating controls are
implemented increases the risk of loss or misuse of County funds.

Recommendation:

Management should ensure that incompatible duties are adequately segregated such as those noted above. If
incompatible duties cannot be adequately segregated, management should ensure that compensating controls
are implemented.

Observation No. 3:

The notices stating “A §_ fee will be collected on all returned checks”, “Gifts, gratuities, and tips will not be
accepted”, and “The area is being monitored by a security camera” were not posted in a conspicuous location
for the public’s view. According to the Court Coordinator, they failed to post the notices when they relocated.
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The Honprable fesus E. Morales
November &, 2019
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The County Auditor’s Office requires that notices stating “A $__ fee will be collected on all returned checks”,
“Gifts, gratuities, and tips will not be accepted”, and the “The area is being monitored by a security camera” be
posted in a place visible to the public near cashiers.

Failure to post the required notice increases the risk of loss or misuse of County funds.

Recommendation:
Management should ensure that these notices are posted in a conspicuous location for the public’s view.

Observation No. 4:

We randomly selected 17 of 112 (15%) dismissed criminal cases for the month ended June 30, 2019 1o
determine if authorization for dismissal of the cases was properly documented. The results of the review
revealed that all 17 cases contained the proper documeniation authorizing the dismissal of the cases.
However, for 1 case, the Order of Dismissal was missing the month and date. According to the Court
Coordinator the Order of dismissal did not contain complete date due to an oversight.

Pursuant to the Justices of the Peace Manual, Justices of the Peace may dismiss cases in criminal proceedings
only when specifically authorized to do so by statute or when directed to do so by the prosecution (i.e. district
attorney) in accordance with Code of Criminal Procedure Art. 32.02. All dismissals should be noted in the
applicable docket book along with the reason(s) for dismissal.

A propetly authorized dismissed criminal case should include in the case files and/or the docket book the following:

e “Motion to Dismiss™ submitted by the District Attorney’s Office, an “Order to Dismiss” signed by the
Justice of the Peace, and reason(s) for the dismissal noted in the applicable docket; or

o “Order to Dismiss” and/or judgment signed by the Justice of the Peace, copies of documents as proof of
dismissal based on the judge’s discretion in accordance with state statutes (i.e. copies of 2 commercial
vehicle service logs, motor vehicle registration, valid driver’s license, etc.), and reason(s) for the dismissal
noted in the applicable docket.

Failure to properly document dismissals may result in sanctions from the State Commission on Judicial
Conduct and/or loss or misuse of County funds.

Recommendation:
Management should continue to ensure that dismissals are properly documented,

Please provide written management responses to the observations 1 through 4 noted above by November 22, 2019
using the attached Management Response Forms.

We would like to express our sincere appreciation to you and your staff for the courtesy, cooperation, and
assistance provided to us during the cash count. If you have any questions regarding this cash count or would
like to schedule a meeting to discuss this cash count, please contact Araceli Guillen, Internal Auditor [, at 318-
2511 ext. 4655, Yvonne Torres, Revenue Audit Supervisor, at ext. 4642, Letly Chavez, Director of Audit
Division, at ext. 4651, Linda Fong, First Assistant Auditor, at ext. 4668, or me at ext. 4645.

Respectfully,

/o /4 R

Maria Arcilia Duran, CPA
Hidalgo County Auditor

Enclosure

eE: Mr. Valde Guerra, County Executive Officer

ETERAY
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HIDALGO COUNTY AUDITOR'S OFFICE
INTERNAL AUDIT DIVISION
MANAGEMENT RESPONSE FORM

AUTEE: Justice of the Peace, Pet. 2, PL. 1 AUDIT NO.: 2019 - 587
MANAGEMENT

AUDIT: Cash Count RESPONSE DUE: November 22, 2019

FINDING No.: 1 RECOMMENDATION: |

Management should ensure that all payments are promptly receipted and deposited.

Management Response (Choose One):

AGREE TO TAKE REMEDIAL: ACTION (Action Plan attached)

AGREE TO ACCEPT RISK OF NOT TAKING REMEDIAL ACTION

DISAGREE THAT RISK EXISTS (Specify below)

Management Comments (Attach additional page(s) if necessary):

Specify Target Date of Remedial Action (if any):

Signature: Date:




HIDALGO COUNTY AUDITOR'S OFFICE
" INTERNAL AUDIT DIVISION
MANAGEMENT RESPONSE FORM

AUDITEE: Justice of the Peace, Pct. 2, PL. 1 ATUDIT NO.: 2019 - 587
MANAGEMENT

AUDIT: Cash Count RESPONSE DUE: November 22, 2019

FINDING No.: 2 RECOMMENDATION: 2

Management should ensure that incompatible duties are adequately segregated such as noted in the leiter. If -
incompatible dnties cannot be adequately segregated, management should ensure that compensating controls
are implemented.

Management Response (Choose One):
AGREE TO TAKE REMEDIAL ACTION (Action Plan attached)
AGREE TO ACCEPT RISK OF NOT TAKING REMEDIAL ACTION

DISAGREE THAT RISK EXISTS (Specify below)

Management Comments (Attach additional page(s) if necessary):

Specify Target Date of Remedial Action (if any):

Signature: Date:




HIDALGO COUNTY AUDITOR'S OFFICE
INTERNAL AUDIT DIVISION
MANAGEMENT RESPONSE FORM

AUDITEE: Justice of the Peace, Pet. 2, PL. 1 AUDIT NO.: 2019 - 587
MANAGEMENT

AUDIT; Cash Count RESPONSE DUE: November 22, 2019

FINDING No.: 3 RECOMMENDATION: 3

Management should ensure that a notice stating “A § fee will be collected on all returned checks”, “Gifts,
gratuities, and tips will not be accepted”, and the “Area is being monitored by a security camera” is posted
in a conspicuous location for the public's view.

Management Response (Cheose One): -
AGREE TO TAKE REMEDIAL ACTION (Action Plan attached)
AGREE TO ACCEPT RISK OF NOT TAKING REMEDAL ACTION
DISAGREE THAT RISK EXISTS (Specify below)

Management Comments (Attach additional page(s) if necessary):

Specify Target Date of Remedial Action (if any):

Signature: Date:




HIDALGO COUNTY AUDITOR'S OFFICE
INTERNAL AUDIT DIVISION
MANAGEMENT RESPONSE FORM

AUDITEE: Justice of the Peace, Pct, 2, Pl 1 AUDIT NO.: 2019 - 587
MANAGEMENT

AUDIT: Cash Count RESPONSE DUE: November 22, 2019

FINDING No.: 4 RECOMMENDATION: 4

Management should ensure that dismissals are properly documented. At a minimum, the procedures noted
in the letter should be implemented,

Management Response (Choose One):

AGREE TO TAKE REMEDIAL ACTION (Action Plan attached)

AGREE TO ACCEPT RISK OF NOT TAKING REMEDIAL ACTION

DISAGREE THAT RISK EXISTS (Specify below)

Management Comments (Attach additional page(s) if necessary):

Specify Target Date of Remedial Action (if any):

Signature: Date:




