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July 24, 2015

To the Honorable Commissioners’ Court
And the District Judges
County of Hidalgo, Texas

We have audited the financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the County of Hidalgo, Texas
(County) for the year ended December 31, 2014. Professional standards require that we provide you
with information about our responsibilities under generally accepted auditing standards, Government
Auditing Standards and OMB Circular A-133 as well as certain information related to the planned scope
and timing of our audit. We have communicated such information in our letter to you dated January 30,
2012. Professional standards also require that we communicate to you the following information related
to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the County are described in Note 1 to the financial statements. We noted
no transactions entered into by the governmental unit during the year for which there is a lack of
authoritative guidance or consensus. All significant transactions have been recognized in the financial
statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their
significance to the financial statements and because of the possibility that future events affecting them

may differ significantly from those expected. The most sensitive estimates affecting the County’s
financial statements were:

1. Management'’s estimate of the allowance for un-collectible taxes is based on historical tax revenues,
historical loss levels, and analysis of the collectability of individual accounts.

2. Management's estimate of the annual required contribution for the Texas County and District
Retirement System (TCDRS) were actuarially determined as a percent of the covered payroll of the
participating employees, and were in compliance with GASB Statement No. 27 parameters based
on the actuarial valuation as of December 31, 2014, the basis for determining the contribution rate
for the 2014 calendar year.

3. Management's estimate of the Landfill Closure and Post-closure Care Cost liability is based on the
ratio of landfill capacity.



4. Management's estimate of the Workers’ Compensation Fund claims liability.
5. The estimated useful lives of fixed assets and related deprecation.
Difficulties Encountered in Performing the Audit

The County provided us its December 31, 2014 trial balance in early April 2014. We then commenced
the audit on the understanding that the trial balance was the County’s auditable trial balance and would
require few, if any, adjustments. However, subsequent to the submission of the trial balance, a total of
98 County prepared adjusting journal entries were provided to us for posting. Some of these
adjustments were dated as late as mid-June. A trial balance that is submitted to us for audit that then
requires numerous subsequent adjustments creates inefficiencies in completing the audit as well as
creates significant challenges in meeting the required deadline.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during
the audit, other than those that are trivial, and communicate them to the appropriate level of
management. A total of 98 adjustments were posted. These adjustments were provided by the County
as part of their normal year-end reconciliation process. After these adjustments were recorded, there
were no misstatements detected as a result of audit procedures and corrected by management which

were material, either individually or in the aggregate, to each opinion unit's financial statements taken
as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could
be significant to the financial statements or the auditor’s report. We are pleased to report that no such
disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated July 24, 2015.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the governmental unit's financial statements or a
determination of the type of auditor’'s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the

consultant has all the relevant facts. To our knowledge, there were no such consultations with other
accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the governmental unit's auditors.
However, these discussions occurred in the normal course of our professional relationship and our
responses were not a condition to our retention.



Other Matters

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We did not express an
opinion or provide any assurance on the information because the limited procedures did not provide us
with sufficient evidence to express an opinion or provide any assurance.

in addition, our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the County's basic financial statements taken as a whole. The introductory
section, combining and individual nonmajor fund financial statements, and statistical section were
presented for purposes of additional analysis and are not a required part of the financial statements.
The combining and individual nonmajor fund financial statements, related agency financial statements
and budgetary comparison schedules are the responsibility of management and were derived from and
related directly to the underlying accounting and other records used to prepare the financial statements.
The information was subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. We opined that the combining and
individual nonmajor fund financial statements, related agency financial statements and budgetary
comparison schedules were fairly stated in all material respects in relation to the basic financial
statements taken as a whole. The introductory and statistical sections were not subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we did not
express an opinion or provide any assurance on them.

Restriction on Use

This information is intended solely for the use of the Honorable County Judge, County Commissioners,
District Judges and management of the County and is not intended to be and should not be used by
anyone other than these specified parties.

Very truly yours,

Bubt NNl 04, LLP
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July 24, 2015

To the Honorable Commissioners’ Court
And Honorable District Judges
County of Hidalgo, Texas

In planning and performing our audit of the financial statements of the County of Hidalgo,
Texas (County) as of and for the year ended December 31, 2014, in accordance with
auditing standards generally accepted in the United States of America, we considered
the County’s internal control over financial reporting (internal control) as basis for
designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the County’s internal control. Accordingly, we do not express an opinion
on the effectiveness of the County’s internal control.

However, during our audit we became aware of several immaterial matters that are
opportunities for strengthening internal controls and operating efficiency. The attachment
that accompanies this letter summarizes our comments and suggestions regarding those
matters. This letter does not affect our reports dated July 24, 2015 issued in accordance
with Government Auditing Standards, issued by the Comptroller General of the United
States; and OMB Circular A-133, Audits of States and [Local Governments, and Non-
Profit Organizations. In addition, this letter does not affect our report dated July 24,
2015, on the financial statements of the County.

We will review the status of these comments during our next audit engagement. We
have already discussed many of these comments and suggestions with various County
personnel, and we will be pleased to discuss them in further detail at your convenience,

to perform any additional study of these matters, or to assist you in implementing the
recommendations.

Sincerely,

Bodo Me bl 2 lody, 147

Offices In:
Brownsville
McAllen
Matamoros



Hidalgo County - Primary
Summary of Other Comments and Recommendations
December 31, 2014

DEPARTMENT/ Comment
AGENCY L
FINANCIAL STATEMENT
Primary Criteria and Condition: There were various bank reconciliations that contained outstanding checks older than

Cause and Effect:

Questioned Cost:

Recommendation:

Management Response:

ninety days.

The County does not have a formal policy to address old outstanding checks, which
increases the risk of material misstatement.

$0

We recommend outstanding checks be reviewed monthly and appropriate measures taken
to clear stale checks.

The Tax Office continues to utilize Positive Pay to ensure that checks do not clear after the
90th day of issuance. The office has limited the accountability of stale dated checks to
180 days and under. All other checks previously outstanding have been cleared and are
being accounted as liabilities in the balance sheet. These liabilities will be escheated to the
State Comptroller and/or County Treasurer after three years.

The County Treasurer's Office (Accountant) reveiws checks issued monthly, and should
follow the Stale Date Check Policy (see attached). Recent changes in the County
Treasurer's Office personnel has been done to correct the delay in clearing stale dated
checks still listed in reconciliation outstanding lists, as well as maintaining of the county's
unclaimed property funds. This recent change has created a better output of the monthly
reviews performed (stale dated check issues). This office will work with the Accounting
Division of the County Auditor's Office to help in the timely removal of stale dated checks
once voided at the county's depository bank (positive pay program).

Because the Hidalgo County depository honors checks up to 180 days after the check has
been written, the Hidalgo County Clerk 's office has adopted a procedure to transfer
checks twice a year to facilitate correct reconciliation of bank accounts effective August
2015 Bank Reconciliations.

County Clerk & Adult Criteria and Condition:
Probation

Cause and Effect:

Questioned Cost:

Recommendation:

PY Response:

Management Response:

The County Clerk Agency Fund account receivable and portion of Adult Probation
accounts receivable has been deemed uncollectable. However, the departments will not to
write-off uncollectible amounts due to the affect on general fund.

Hidalgo County does not have a formal policy that specifies the amount of time that should
pass before an account is written off.

$0

We recommend if balances are determined to be uncollectible, approval from
Commissioner's Court should be obtained to write-off uncollectible amounts.

The County Clerk continues to look at the possible collectability of the accounts and are
extending its study to credit balances in civil cases.

The County Clerk continues to look for the possible collection of these accounts. If
collection is not possible the County Clerk will seek approval from Commissioner's Court to
write off these accounts.

The portion of Adult Probation accounts receivable that is uncollectable will be removed
from the accounts receivable. 1t should have no affect on the general fund.




Hidalgo County - Primary

Summary of Other Comments and Recommendations

DEPARTMENT/
AGENCY

Purchasing Criteria and Condition:

Cause and Effect:

Questioned Cost:
Recommendation:

Management Response:

December 31, 2014

e Comment

Estimated useful lives for capital assets including improvements and buildings are not
consistent with the County's Capital Asset Guide. In addition, the Capita! Asset Guide must
be updated to ensure consistency with what is reported in the CAFR.

The County could be using a useful life that is inappropriate for the asset and should re-
vise the useful life.

$0
We recommend the County update or ratify its capital assets purchasing policy.

During 2014, the County Auditor's Accounting Division began the process of evaluating
the current useful for all categories of assets. Accurately estimating the useful life is
complex. In addition, GAAP does not provide a clear guide for determining the useful life of
long lived assets. Many factors affect the useful life of assets such as: (1) frequency of
use, (2) age when acquired, (3) repair policy, (4) environmental conditions. The useful life
can also be affected by obsolescence of capital assets based on technological
advancement. In order to properly determine useful lives, the County will need to consult
with various department to arrive at a final determination of the useful life. The category of
machinery and equipment will first be evaluated. After the completion of that category, the
remaining categories will be evaluated.

CSA Criteria and Condition:

Cause and Effect:
Questioned Cost:

Recommendation:

Management Response:

Per Fiscal Procedures, all journal entries are to be prepared by the Financial Accounting
Specialist and approved by the General Accounting Supervisor. Journal entries we
reviewed did not reflect "prepared by" or “approved by." Various journal entries were
prepared by the General Accounting Supervisor, however, Fiscal Procedures do not
specify whether approval of these entries is required, or from who the approval should be
obtained. Additionally, supporting documentation for journal entries, selected for testing,
could not be provided.

CSA failed to adhere to fiscal procedures for general journal entries.
$0

We recommend CSA update and adhere to fiscal procedures. Additionally that journal
entries be supported with proper documentation.

At this time, all AJE sessions will have a preparer line and approver line for signatures.
Both will be dated and the AJE's, along with support will be documented.




Hidalgo County - Primary

Summary of Other Comments and Recommendations

DEPARTMENT/
AGENCY

CSA Criteria and Condition:

Cause and Effect:

Questioned Cost:

Recommendation:

Management Response:

December 31, 2014

Ceat. Comment

CSA's IT Department consists of one individual upon whom all IT-related functions are
dependent. Per discussion with CSA personnel, there is no manual in place to identify, nor
is an individual or organization in place with knowledge or understanding of CSA's IT
specifics (procedures, network configuration, passwords, etc.). Should the IT individual be
unable to perform necessary functions or in the event of an emergency, CSA may not
have the ability to function.

CSA does not have a manual or other documentation in place to identify critical 1T
procedures, network configuration, passwords, etc.
30

We recommend CSA draft and implement an IT Procedural Manual to identify all critical
systems and procedures.

With the assistance of CHCSA's L.T. Security Engineer, we will discuss with the County on
having some |.T. staff available to assist CHCSA 1.T. with basic trouble shooting in the
event of CHCSA |.T.'s absence or types of leave.

CSA Criteria and Condition:

Cause and Effect:

Questioned Cost:
Recommendation:

Management Response:

CSA's "Credit Card Use Policy" specifies that a Credit Card Manager will be appointed by
the Executive Director. Duties of the Credit Card Manager and Authorized Users are
outlined within the policy; however, no documentation was available to support an
appointment of a Credit Card Manager, Authorized Users, a listing of all approved credit
cards, or a log reflecting the date a credit card was released/returned and the name of the
authorized user.

CSA failed to adhere to Sections 1.02, 3.08, 3.07 and 5.00 of the Credit Card Use Policy.

$0
We recommend the Agency adhere to the Credit Card Use Policy.

CHCSA management will begin drafting a governance policy designating a Card Manager
and authorized users of the cards.

Urban County Criteria and Condition:

Cause and Effect:

Questioned Cost:

Recommendation:

Management Response:

Reports submitted to grantor agencies are submitted electronically, therefore review and
approval of submitted reports cannot be determined and is not documented. Additionally,
per discussion with personnel, submitted reports can be modified at any time after
submission.

Reports submitted to grantor agencies are not reviewed and approved prior to being
submitted.

$0

We recommend a copy of the reports be printed for review and approval prior to
submission to ensure information included in progress reports is accurate.

Reports are submitted electronically thru TREX (state software) and staff is not able to print
these reports upon submittal. Staff will attempt to screen print future report.
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Burton McCumber & Cortez, L.L.P.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

The Honorable Commissioners’ Court
And Honorable District Judges
County of Hidalgo, Texas

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of County of Hidalgo, Texas (the County), as of and for
the year ended December 31, 2014, and the related notes to the financial statements, which
collectively comprise the County’s basic financial statements and have issued our report
thereon dated July 24, 2015.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the County's
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
County’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
County’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as described in the
accompanying schedule of findings and questioned costs, we identified certain deficiencies in
internal control that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. We consider the deficiency described in the
accompanying schedule of findings and questioned costs to be a material weakness. [2014-002]



A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiencies described in the accompanying schedule of
findings and questioned costs to be significant deficiencies. [2014-001, 2014-003, 2014-004].

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County’s financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which couid have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances

of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

We noted certain other matters that we reported to management of the County in a separate
letter dated July 24, 2015.

The County’s Response to Findings

The County’s response to the findings identified in our audit is described in the accompanying
schedule of findings and questioned costs. The County’s response was not subjected to the

auditing procedures applied in the audit of the financial statements and, accordingly, we express
no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other

Bt ML, & ok, U

McAllen, Texas
July 24, 2015



Burton McCumber & Cortez, L.L.P.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
OMB CIRCULAR A-133

The Honorable Commissioners’ Court
And Honorable District Judges
County of Hidalgo, Texas

Report on Compliance for Each Major Federal Program

We have audited the County of Hidalgo, Texas’ (the County) compliance with the types of
compliance requirements described in the OMB Circular A-133 Compliance Supplement that
could have a direct and material effect on each of the County’s major federal programs for the
year ended December 31, 2014. The County’'s major federal programs are identified in the

summary of auditors’ results section of the accompanying schedule of findings and questioned
costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations,
contracts, and grants applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the County’s major federal
programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the County’s compliance

with those requirements and performing such other procedures as we considered necessary in
the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each

major federal program. However, our audit does not provide a legal determination of the
County’s compliance.

Opinion on Each Major Federal Program

In our opinion, the County complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended December 31, 2014.

4



Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are
required to be reported in accordance with OMB Circular A-133 and which are described in the
accompanying schedule of findings and questioned costs as items 2014-006, 2014-007, and

2014-008. Our opinion on each major federal program is not modified with respect to these
matters.

The County’s response to the noncompliance findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. The County’s response was not
subjected to the auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the response.

Report on Internal Control over Compliance

Management of the County is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered the County’s internal control
over compliance with the types of requirements that could have a direct and material effect on
each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with OMB
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, we do not express an opinicn on the effectiveness of the
County's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and .
corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness in

internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies and
therefore, material weaknesses or significant deficiencies may exist that were not identified. We
did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses. However, we identified certain deficiencies in internal control over
compliance, as described in the accompanying schedule of findings and questioned costs as
items 2014-005 and 2014-009 that we consider to be significant deficiencies.

The County’s response to the internal control over compliance findings identified in our audit is
described in the accompanying schedule of findings and questioned costs. The County’s
response was not subjected to the auditing procedures applied in the audit of compliance and,
accordingly, we express no opinion on the response.



Report on Schedule of Expenditures of Federal Awards Required by OMB Circular
A-133

We have audited the financial statements of the governmental activities, the business-type
activities, the aggregate each major fund, and the aggregate remaining fund information of the
County, as of and for the year ended December 31, 2014, and the related notes to the financial
statements, which collectively comprise the County's basic financial statements. We issued our
report thereon dated July 24, 2015, which contained unmodified opinions on those financial
statements. Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the basic financial statements. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by OMB Circular A-133 and is not a required part of the basic financial statements.
Such information is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the basic financial statements.
The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the schedule of expenditures of federal awards is fairly stated in all
material respects in relation to the basic financial statements as a whole.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other

Bute, Te AL 7 Lk, , 120

McAllen, Texas
July 24, 2015
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB
CIRCULAR A-133 AND THE STATE OF TEXAS UNIFORM GRANT MANAGEMENT
STANDARDS CHAPTER IV TEXAS STATE SINGLE AUDIT CIRCULAR

The Honorable Commissioners’ Court
And Honorable District Judges
County of Hidalgo, Texas

Report on Compliance for Each Major State Program

We have audited the County of Hidalgo, Texas' (the County) compliance with the types of
compliance requirements described in OMB Circular A-133 Compliance Supplement and the
State of Texas Uniform Grant Management Standards Chapter IV Texas State Single Audit
Circular that could have a direct and material effect on each of the County’s major state
programs for the year ended December 31, 2014. The County’s major state programs are
identified in the summary of auditors’ results section of the accompanying schedule of findings
and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts
and grants applicable to its state programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the County’s major state
programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; the
provisions of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations and, State of Texas Uniform Grant Management Standards Chapter IV Texas
State Single Audit Circular. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types
of compliance requirements referred to above that could have a direct and material effect on a
major state program occurred. An audit includes examining, on a test basis, evidence about the
County’'s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major state program. However, our audit does not provide a legal determination of the County’s
compliance.



Opinion on Each Major State Program

In our opinion, the County complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
state programs for the year ended December 31, 2014.

Report on Internal Control Over Compliance

Management of the County is responsible for establishing and maintaining effective internal
control over compliance with the requirements referred to above. In planning and performing our
audit, we considered the County’s internal control over compliance with the types of
requirements that could have a direct and material effect on a major state program to determine
the auditing procedures that are appropriate in the circumstances for the purpose of expressing
our opinion on compliance for each major program and to test and report on internal control
over compliance in accordance with OMB Circular A-133, and the State of Texas Uniform Grant
Management Standards Chapter 1V State of Texas Single Audit Circular, but not for the purpose
of expressing an opinion on the effectiveness of internal control over compliance. Accordingly,

we do not express an opinion on the effectiveness of the County's internal control over
compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a state program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a state program will not be prevented, or detected and corrected,
on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a state program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies and
therefore, material weaknesses or significant deficiencies may exist that were not identified. We
did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

Report on Schedule of Expenditures of State Awards Required by the State of
Texas Single Audit Circular

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the County as of
and for the year ended December 31, 2014, and have issued our report thereon dated July 24,
2015, which contained unmodified opinions on those financial statements. Our audit was
conducted for the purpose of forming our opinions on the financial statements that collectively
comprise the County’s financial statements. The accompanying schedule of expenditures of
state awards is presented for purposes of additional analysis as required by OMB Circular A-
133 and the State of Texas Uniform Grant Management Standards Chapter |V State of Texas
Single Audit Circular, and is not a required part of the financial statements. Such information is
the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and



certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the schedule of

expenditures of state awards is fairly stated in all material respects in relation to the financial
statements as a whole.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over and the results of our testing based on the requirements of
OMB Circular A-133 and the State of Texas Uniform Grant Management Standards Chapter IV
State of Texas Single Audit Circular. Accordingly, this report is not suitable for any other

Bita Mebd 7 Lok LS

McAllen, Texas
July 24, 2015
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COUNTY OF HIDALGO, TEXAS
NOTES TO SCHEDULE OF EXPENDITURES OF
FEDERAL AND STATE AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2014

General

The accompanying Schedule of Expenditures of Federal and State Awards present the federal
and state grant activity for the County of Hidalgo, Texas (the County). The reporting entity is
defined in Note 1 to the County’s financial statements.

Basis of Presentation

The accompanying Schedule of Expenditures of Federal and State Awards is presented using
the modified accrual basis of accounting, which is described in Note 1 of the County’s notes to
the financial statements. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments and Non-Profit
Organizations and the State of Texas Single Audit Circular. Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in the preparation of
the financial statements.

Relationship to Federal and State Financial Reports

Amounts reported in the accompanying schedule may not agree with the amounts reported in
the related Federal and State financial reports filed with the grantor agencies because of
accruals made in the schedule which will be included in future reports filed with agencies.
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COUNTY OF HIDALGO, TEXAS
NOTES TO SCHEDULE OF EXPENDITURES OF
FEDERAL AND STATE AWARDS - CONTINUED
FOR THE YEAR ENDED DECEMBER 31, 2014

Reconciliation of Schedule of Federal Awards to Comprehensive Annual Financial Report

The following is a reconciliation of the Schedule of Expenditures of Federal Awards (SEFA) to
the Statement of Revenues, Expenditures, and Changes in Fund Balance within the County of
Hidalgo, Texas Comprehensive Annual Financial Report (CAFR):

Primary Government

Primary Government Federal Expenditures per SEFA $ 22,233,001
Primary Government State Expenditures per SEFA 21,593,331
43,826,332
Add: Local Expenditures 829,426
Primary Government per CAFR $ 44,655,758
Urban County
Urban County Expenditure per SEFA 3 14,731,654
Add: Local Expenditures 471,970
Urban County Expenditure per CAFR $ 15,203,624
Head Start Program
Head Start Expenditure per SEFA $ 28,531,491
Add: Local Expenditures 6,447,326
Head Start Expenditure per CAFR $ 34,978,817
Community Services Agency
Community Services Agency Expenditure per SEFA $ 6,250,133
Add: Non-Federal Expenditures 89,304
Community Services Agency per CAFR $ 6,339,437
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COUNTY OF HIDALGO, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2014

Section | - Summary of Auditors’ Results Description
Financial Statements
Type of auditors’ report issued: Unmadified
Internal control over financial reporting:
s Material weakness(es) identified? Yes
¢ Significant deficiencies identified
not considered to be material
weaknesses? Yes
Noncompliance material to the financial
statements? No
Federal Awards
Internal control of major programs:
¢ Material weakness(es) identified? No
+ Significant deficiencies identified
not considered to be material
weaknesses? Yes
Type of auditors’ report issued on
compliance for major programs: Unmaodified
Any audit findings disclosed that are
required to be reported in accordance with
Section .510(a) of Circular A-1337? Yes
Dollar threshold used to distinguish
between Type A and Type B programs: $2,152 388
Auditee qualified as low-risk auditee? No

Identification of Major Federal Programs:

Low Income Home Energy Assistance

Special Supplemental Nutrition Program for Women,
Infants, and Children

Community Development Block Grant (CDBG)
Head Start Program

CDBG State Administered Grants

Child and Adult Care Food Program

Homeland Security Grant Program (Operation
Stonegarden)

93.568

10.557

14.218

93.600

14.228

10.558

97.067
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COUNTY OF HIDALGO, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2014

Section | - Summary of Auditors’ Results Description
State Awards
Internal control of major programs:
o Material weakness(es) identified? No
¢ Significant deficiencies identified
not considered to be material
weaknesses? No
Type of auditors’ report issued on
compliance for major programs: Unmodified
Any audit findings disclosed that are
required to be reported in accordance with
the State of Texas Single Audit Circular? No
Dollar threshold used to distinguish
between Type A and Type B programs: $656,477
Auditee qualified as low-risk auditee? No

ldentification of Major State Programs:

Texas Adult Probation Commission
Basic Supervision
Mentally Impaired Caseload

Treatment Alternatives to Incarceration Program

Drug Court

Sex Offender Caseload

Substance Abuse Treatment Facility
Aftercare Services

CCP HRP

CCP Employment

Transfer Out — RSAT Match

Texas Juvenile Probation Commission
State Aid
Special Needs (TCOMI) Funding
Juvenile Justice Alternative Education
Commitment Reduction Program

Texas Task Force on Indigent Defense
Texas Indigent Defense Commission
Formula Grant FY 14 / Equalization FY 14
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COUNTY OF HIDALGO, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2014

Section | - Summary of Auditors’ Results

Description

Identification of Major State Programs
(Continued):

Texas Department State Health Services

Health Department - Administration

Preventive Health and Health Services Block Grant

Tuberculosis Prevention and Control- State

Maternal and Child Health Services Block Grant to the States —
Prenatal/Maternity

Infectious Disease Control Unit/ Foodborne Associated Infections
Interviews

District Courts
Asset Forfeiture HB65
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COUNTY OF HIDALGO, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2014

Section ll - Findings and Questioned
Costs

Financial Statement

Description

2014 - 001
Board Minutes -
Community Service Agency

Criteria_ and Condition: Community Service Agency (CSA) could
not provide either "DRAFT" or "APPROVED" minutes from the
meetings of the Board of Directors.

Cause and Effect: CSA failed to adhere to Article lll, Section I

[E][3][N], Article 1V, Section X, Article X and Article XI of the agency's
bylaws.

Questioned Cost: $0

Recommendation: We recommend the bylaws governing the
agency be adhered to.

Management Response and Planned Corrective Action: New
recording and record keeping is being controlled by Administrative
Assistant. At the conclusion of Advisory Board, minutes are
collected, organized and filed with both hard copy and scan. Upon
next audit engagement, board minutes will be readily available to
hand over.

2014 - 002
Payroll Internal Controls -
Community Service Agency

Criteria and Condition: Five pay periods were selected for testing
of key internal controls. The following exceptions were noted: 1) in
all five instances complete timesheets could not be provided 2) one
time sheet did not include supervisor's approval and 3) one of the
five pay periods did not include management's approval to process
payroll.

Cause and Effect: CSA failed to follow proper internal controls
when processing payroll.

Questioned Cost: $0

Recommendation: We recommend internal controls be properly
followed when processing payroll.

Management Response and Planned Corrective Action: CHCSA
fiscal policies will be reviewed and amended for better controls in
processing and authorization of payroll functions. Payroll Specialist
will perform a complete review of bi-weekly timesheets and ensure
that timesheets are both complete and filled with necessary detail,
and also ensure that timesheets are signed by the respective
department head, and executive director.
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COUNTY OF HIDALGO, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2014

Section lll - Findings and Questioned
Costs

Financial Statement

Description

2014 - 003
Expenditures Internal Controls -
Community Service Agency

Criteria and Condition: 60 expenditures were selected for testing

key internal controls. The following exceptions were noted: 1) 44
instances where management's approval to print checks was not
obtained and 2) three instances where expense reimbursements did
not document management's approval.

Cause and Effect: CSA failed to follow proper internal controls
when processing expenditures.

Questioned Cost: $0

Recommendation: We recommend internal controls be properly
followed when processing expenditures.

Management Response and Planned Corrective Action: As of
March of 2015, CHCSA Fiscal has attached signed Accounts
Payable Invoices to expense vouchers. Accounts Payable Invoices
are signed by either Executive Director, or Administrative Operations
Manager. In addition, any expense reimbursement, such as travel,
will have authorized signatures of management before a check is
even considered for processing.

2014 - 004
Expenditures -
Community Service Agency

Criteria and Condition: CSA could not provide evidence to
substantiate cash drawn from the RSVP grant funds in the amount
of $13,285.

Cause and Effect: CSA failed to adhere to or implement procedures
to maintain support documentation for expenditures submitted
and/or funds drawn from open grant contracts.

Questioned Cost: $13,285

Recommendation: We recommend the agency adhere to or
implement procedures to maintain appropriate and complete records

for expenditures submitted and/or fund drawn from open grant
contracts.

Management Response and Planned Corrective Action: CHCSA
will maintain detailed support for the request of any funds. In
addition, controls will be put in place to ensure that in the event that
the authorized reporting officer resigns, that the new officer is aware
what has been reported, and what has been drawn, in order to
prevent disjointed financial reporting.
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COUNTY OF HIDALGO, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2014

Section lll — Findings and Questioned
Costs

Federal Awards

Description

2014 - 005

Eligibility Internal Controls -
Community Service Agency
CFDA #93.568 — Low Income Home
Energy Assistance

Criteria and Condition: Testing of eligibility for the CEAP program
revealed nine instances out of 40 where the Declaration of Income
Statement was not signed by management as required per internal
control procedures.

Cause and Effect: CSA failed to follow proper internal controls
when determining eligibility.

Questioned Cost: $0

Recommendation: We recommend internal controls be properly
followed when determining eligibility.

Management Response and Planned Corrective Action As per
change in TDHCA policy, sub-recipients are to use a revised DIS. In
this revised DIS, a signature is no longer required from a
management official. CHCSA will retain a copy of these instructions
for support in subsequent monitorings.

2014 - 006

Reporting -
Community Service Agency
CFDA #93.568 — Low Income Home
Energy Assistance

Criteria and Condition: Provisions of the CEAP grant require CSA
to submit an inventory of all vehicles and equipment by the 45th day
after the contract term. CSA has not provided such listing to the
granting agency.

Cause and Effect: CSA does not have controls in place to ensure

an inventory observation is performed annually and provided to the
granting agency.

Questioned Cost: $0

Recommendation: We recommend CSA implement procedures to
maintain appropriate and complete records for inventory and submit
reports timely.

Management Response and Planned Corrective Action: CHCSA
has implemented a bar code system of up-to-date inventory to track
all current inventory and new inventory items. A report will be sent to
each grantor agency for the current fiscal year of inventory and
equipment. Fiscal policies will be reviewed and amended to include
specific requirements of each grant and reporting responsibilities.
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COUNTY OF HIDALGO, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2014

Section lll - Findings and Questioned
Costs

Federal Awards

Description

2014 - 007

Cash Management —
Urban County
CFDA #14.218 Community
Development Block Grant

Criteria_and Condition: Noted costs incurred under CDBG State
(CFDA #14.228) are being included on the reimbursement requests
for CDBG (CFDA#14.218). CDBG is requested directly from HUD
and is paid three days after the reimbursement request is submitted.
CDBG State is requested from the State, which is the pass-through
agency, and is typically paid 30 days or more after the
reimbursement request is submitted. For cash flow purposes to be
able to have sufficient cash for operations, Urban County Program
requests funds for CDBG State expenditures under CDBG
Entitlement. A request is also submitted for these same costs under
CDBG State. A future CDBG Entitlement reimbursement request is
then reduced by the amount that was previously requested.

Cause and Effect: Urban County is improperly requesting CDBG
State grant costs reimbursements from CDBG Entitlement grant.

Questioned Cost: $0

Recommendation: We recommend Urban County report proper
expenditures under the appropriate grant or obtain granting
agencies approval to continue as described above.

Management Response and Planned Corrective Action: The
practice of paying Urban County Program staff using CDBG funds
and awaiting reimbursement from other sources to credit the CDBG
fund has been in place since the inception of the program. Upon
receipt of reimbursement from the State funded grants, Urban
County reports the properly balanced expenditures to the
appropriate grant as indicated in the previous audits. In order to
change this practice, the Hidalgo County Commissioners' Court will
need to authorize funding from the General Fund to pay for all
upfront costs associated with project administration for grants
operating strictly on a reimbursement basis.
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COUNTY OF HIDALGO, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2014

Section lll - Findings and Questioned
Costs

Federal Awards

Description

2014 - 008

Reporting —
Urban County
CFDA #14.228 CDBG State
Administered Grants

Criteria_and Condition: Provisions of the CDBG State grants
require Urban County to submit quarterly progress reports no later
than the 20th day of the month following the end of the quarter.
Quarterly progress report for Contract # 713005, covering October to
December 2014, was not submitted timely.

Cause and_Effect: Urban County did not adhere to the reporting
requirements per grant agreement.

Questioned Cost: $0

Recommendation: We recommend Urban County implement

controls to ensure all reports are submitted timely per grant
provisions.

Management Response and Planned Corrective Action: Out of
the Quarterly reports required for Contract #713005, UCP submitted
1 report 35 days after the due date. Report was accepted by the
State.

2014 — 009
Eligibility ~
W.L.C.

(Primary Government)

CFDA #10.557 Special Supplemental
Nutrition Program for Women,
Infants, and Children

Criteria and Condition: 60 participants were tested for eligibility;
the following exceptions were noted: 1) one instance where a WIC
official did not sign/certify Form 35-1 noting participant met eligibility
requirements and 2) one instance where participant did not meet the
age requirement for assessed need.

Cause and Effect: WIC failed to adhere to procedures related to
eligibility requirements.

Questioned Cost: $0

Recommendation: We recommend WIC implement controls to
ensure all reports are submitted timely per grant provisions.
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COUNTY OF HIDALGO, TEXAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2014

Section Il - Findings and Questioned
Costs

Federal Awards

Description

2014-009 — (Continued)

Eligibility —
W.I.C.
(Primary Government)
CFDA #10.557 Special Supplemental
Nutrition Program for Women,
Infants, and Children

Management Response and Planned Corrective Action: Hidalgo
County WIC Program is taking the following measures to reduce
errors: 1) WIC staff review records to meet compliance standards
set by Texas Department of State Health Services Quality
Assurance Women, Infants and Children (WIC) Clinical Tool.
Records are reviewed on a daily basis before filing records to ensure
records are complete and correct. 2) Clinic staff also audits ten
records quarterly. Record reviews are documented on the State
Agency Review Tools. It is recommended to review a minimum of
three records for each criterion monthly. Twenty-three criterions are
reviewed from active records. 3) Clinic staff submits Record Review
Tool worksheets. Reports are submitted within the first ten days of
the month following the third month in the quarter. Findings are
summarized in all areas. A Plan of Action is included to address
findings and list specific training provided to address findings. 4)
Monitoring of clinic sites are reviewed annually by the Area
Coordinators. The Quality Assurance Committee develops a
schedule for the fiscal year. Clinic sites are divided into three areas:
East, Central, and West. Each area has an Area Coordinator who is
responsible for reviewing and overseeing the activities of these clinic
sites. 5) Area Coordinators complete a report summarizing findings
along with recommendations. The clinic supervisors validate the
findings and respond with corrective action to be taken. This
response is submitted in writing to the WIC Director within one
month from the date the report was presented. 8) A follow-up visit is
conducted at the clinic site within six weeks to re-evaluate and
observe the implementation of corrective actions. 7) Peer Self-Audits
are conducted annually in September. Clinic supervisors are
assigned a clinic to complete a review of clinical operations. Review
tools and a summary are submitted after completing the Peer Self-
Audit. 8) Findings from all reviews are discussed with the Quality
Assurance Committee to develop appropriate staff training for the
fiscal year.
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COUNTY OF HIDALGO, TEXAS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2014

Section IV — Contact Persons
Regarding Findings and
Questioned Costs

Description

Primary Government

Raymundo Eufracio, County Auditor
Hidalgo County Auditor's Office
2808 S. Business Hwy 281
Edinburg, Texas 78539

(956) 383-2511

(956) 383-2577(fax)
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COUNTY OF HIDALGO, TEXAS

SCHEDULE OF STATUS OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED DECEMBER 31, 2014

REFERENCE NUMBER

Program

Description

2006 - 001

District Clerk Bond Funds
Held Pending Judgment
(Primary Government)

Criteria and Condition: The District Clerk does not maintain a listing that
designates the current status of court cases for which bond monies have
been received and held pending final outcome. Bond funds held Pending
judgment are held long after court cases have been tried and are not
disposed of timely.

Cause and Effect: The County does not have a policy to monitor the
status of court cases for which bond funds have been received. Amounts
not accounted for nor resolved timely are at a higher risk for
misappropriation.

Questioned Cost: $0

Recommendation: We recommend the District Clerk research the status
of all cases for which bond money is heid. Forfeited bonds should be
transferred to the County Treasurer's Office. Bond funds that should have
been released to individuais should be held pending notification of that
individual. If no response is received from the individual, the County should
send bond funds to the State Comptroller's Office in accordance with State
Escheat Laws.

Status: The District Clerk's Office continues to work diligently to disburse
bond funds accordingly. In addition to prior year's efforts, the Registry &
Trust Division has generated correspondence to notify individuals
regarding any pending criminal cash bonds, sureties, social studies and/or
attorney ad-litem fees. This notification has proven to be effective resulting
in the increased number of released bond funds to individuals.
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COUNTY OF HIDALGO, TEXAS

SCHEDULE OF STATUS OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED DECEMBER 31, 2014

REFERENCE NUMBER

Program

Description

2007 — 001
Previous Year’s Finding
(Primary Government)

Criteria and Condition: Certain observations previously reported in prior
years have not been addressed and resolved by management.

Cause and Effect: Management has not monitored for resolution of
repeat comments thus causing opportunities for improvements in
operations and internal controls to not be implemented timely.

Questioned Costs: $0

Recommendation: To ensure the integrity of the internal control structure
as well as to increase the effectiveness and efficiency of the operations of
the County, we recommend reportable conditions and other comments and
observations be addressed by management timely.

Status: The Department of Budget and Management will be responsible
for assisting non-compliant departments/offices in preparing a Corrective
Action Plan (CAP) and shali report the progress of each CAP to the
Commissioners' Court Executive Officer on a quarterly basis. The
Commissioners’ Court Executive Officer will advise the Commissioners
Court of those CAP's that will require a timeframe of longer than one fiscal
year to correct or have not been corrected timely.
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COUNTY OF HIDALGO, TEXAS

SCHEDULE OF STATUS OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED DECEMBER 31, 2014

REFERENCE NUMBER

Program

Description

2007 - 003
Infrastructure Depreciation
(Primary Government)

Criteria and Condition: The County contracted with an engineering firm
to assist in the accumulation of assets and infrastructure information to be
used by the County in the implementation of Governmental Accounting
Standards Board Statement No. 34. The information included in the report
prepared by the contracted firm differs from the County’s internal reports by
approximately seven percent.

Cause and Effect: The County had not reconciled the two reports to

ensure that fixed assets and corresponding depreciation are reasonably
stated.

Questioned Costs: $0

Recommendation: We recommend the County resolve this variance
between the reports as these differences could affect the amount of
recorded accumulated depreciation.

Status: In 2014, the County Auditor's Office Accounting Division started to
evaluate the infrastructure assets related to the Road Districts. We
obtained maps for each of the road districts and have a list of all the roads
within each district. The identification of the roads has been very time
consuming since no limits are indicated and some road names have
changed. We are still researching the roads. We hope to have a portion
completed during 2015 and to complete the rest during 2016.

2008 - 002

Machinery & Equipment
Asset Listing
(Primary Government)

Criteria and Condition: The listing of machinery and equipment provided
by the County was incomplete and did not reconcile to the general ledger.

Cause and Effect: The County does not have a complete listing of

machinery and equipment which leads to an increased risk of theft or
misstatement.

Questioned Cost: $0

Recommendation: We recommend the County have a complete listing of
assets that make up machinery and equipment.

Status: For 2014, the Purchasing Department Fixed Asset Manager
started reconciling the FIS Module to the FAS Module. This will be a
process that will take time to complete. Currently the FIS and FAS
Modules are being reconciled through July 31, 2015. Any discrepancies
will be forwarded to the County Auditor's Office Accounting Division.
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COUNTY OF HIDALGO, TEXAS

SCHEDULE OF STATUS OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED DECEMBER 31, 2014

REFERENCE NUMBER

Program

Description

2012 - 001

Capital Assets Internal
Audit Results
(Primary Government)

Criteria and Condition: In 2012 and 2013, the Internal Auditors completed
internal audits of capital assets. These audits concluded that the capital
asset listings were inaccurate and incomplete.

Cause and Effect: The County does not have an approved capital asset
policy to address the accuracy and completeness of capital assets.

Questioned Cost: $0

Recommendation: The County should implement proper policies/
procedures to address the accuracy and completeness of capital assets.

Status: The Purchasing Department had the Fixed Assets Policies and
Procedures Manual approved in 2014. A revised 2015 edition was
approved on March 17, 2015,

2013 - 001
Overall
(Primary Government)

Criteria_and Condition: The County requires that all employees,
regardless of exempt or non-exempt status, clock in and out. However,
during our discussion with Internal Audit it was noted that not all exempt
employees are clocking in and out.

Cause and Effect: Exempt employees are not clocking in and out as
required by policy; therefore, may be paid for time not worked.

Questioned Cost: $0

Recommendation: We recommend the Biometric Electronic Clock policy
be enforced to require all employees to clock-in and out.

Status: The Biometric Clock Electronic Clock policy was approved by
Commissioners’ Court on June 11, 2013. In reviewing the policy, you will
note that it includes a statement on public integrity, reiterates county work
hours, and affirms the notion that “employees should not be paid for time
they do not work”. “All employees are required to “clock in” in the morning
and “clock out” during their lunch hour, “clock in” upon return to work,
“clock out” anytime they leave the office for more than twenty (20) minutes
for non-work related matters, and “clock out” at the end of the workday.”
The policy does not distinguish between exempt or non-exempt (FLSA or
Civil Service). Therefore, unless an exception is approved by the
Executive Officer, all Department exempt employees are required to
adhere to the Biometric Electronic Clock Policy.
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COUNTY OF HIDALGO, TEXAS

SCHEDULE OF STATUS OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED DECEMBER 31, 2014

REFERENCE NUMBER

Program Description
2013 - 002 Criteria and Condition: In review of bank reconciliations at December 31,
Overall

(Primary Government)

2013, we noted that many reconciliations were prepared and reviewed in
March or April 2014.

Cause and Effect: Untimely preparation and review of bank reconciliations
can make the County vulnerable to error or fraud.

Questioned Cost: 30

Recommendation: We recommend County personnel prepare and review
all bank reconciliations timely.

Status: The County Treasurer's Office and the County Auditor's Office
have worked together to improve the preparation and review of the bank
reconciliations. We will continue the joint effort to maintain timely
preparation and review of the bank reconciliations.

2013 - 003
Treasurers
(Primary Government)

Criteria_and Condition: In review of Bail Bonds - Deeds of Trust as
collateral, we noted that the County does not perform tests or review to
determine if property, which is being held as collateral, has not been
erroneously sold or pledged.

Cause and Effect: The County could not have proper collateral on Bail
Bonds.

Questioned Cost: 30

Recommendation: We recommend the County implement a review to
determine that property held as collateral has not been sold or pledged.

Status: The County Treasurer, as trustee of funds used for bail bonds,
reviews annually the certificate of deposits pledged to Hidalgo County as
collateral. The County Sheriff is the trustee of property (Deeds of Trust)
used for bail bonds. Currently no review is performed to determine that
property held as collateral has not been sold or pledged. We will
implement a review of property pledged to Hidalgo County as collateral for
bail bonds via the Hidalgo County Clerk's Office annually to insure proper
collateral is pledged.
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COUNTY OF HIDALGO, TEXAS

SCHEDULE OF STATUS OF PRIOR AUDIT FINDINGS

FOR THE YEAR ENDED DECEMBER 31, 2014

REFERENCE NUMBER

Program

Description

2013 - 004

Equipment Management —
Adult Probation
(Primary Government)

Criteria and Condition: Provisions of the grant require the Hidalgo County
Adult Probation to take a physical inventory of equipment at least once
every two years and reconcile to equipment records. The Hidalgo County
Adult Probation has not performed a 100% physical inventory in the past
two years.

Cause and Effect: Adult Probation does not have controls in place to
ensure that count is performed per grant agreement. Lack of physical
inventory of equipment gives rise to the risk of misappropriation of assets.

Questioned Cost: $0

Recommendation: Hidalgo County Adult Probation should implement
controls to ensure inventory of equipment is done at least once every two
years per grant provisions.

Status: Physical inventory was taken in 2014, in compliance with grant
agreement.
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