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Audit of Animal Care Services — Accounting for Revenue and Donations

Executive Summary

As part of our annual Audit Plan, we conducted an audit of the Animal Care
Services (ACS) City department. The audit objectives, conclusions, and
recommendations follow:

Is Animal Care Services adequately managing and accounting for the
revenues and donations it receives?

No, management has not implemented controls to manage and account for
donations received and controls for earned revenues need improvement. While
revenue and deposits were properly posted and on-site cash balances were
accurate, we noted several areas lacking appropriate controls.

Specifically, we determined that for Fundraising and Donations, Revenues and
the Chameleon System Animal Care Services (ACS):

Fundraising and Donations

¢ Does not have a formal operational agreement with Friends of Animal Care
Services, a 501(c) (3) non-profit.

e Does not consistently manage expenditures of donated funds. This includes
lacking consistent authorization and supporting documentation for
expenditures.

Revenues

e Does not comply with accounting standards when processing refunds and
animal trap deposits. All refunds are processed in a single GL account
instead of the related revenue account and animal trap deposits are credited
to revenue accounts with the return of the deposit processed to a single
refund GL account. Additionally, ACS does not maintain a list of authorized
approvers for refund transactions or retain adequate supporting
documentation.

e Does not properly monitor amounts due from Bexar County for services
provided.

e Is notin full compliance with Administrative Directive 8.1 — Cash Handling.

Chameleon System

e Employs a manual process to update the SAP general ledger from the ACS
Chameleon system.
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e Does not accurately maintain current fees in the Chameleon system causing
staff to manually key in correct fees when processing transactions.

e Has not accurately coded General ledger accounts for some item codes
within the Chameleon system and an additional 46 item codes in
Chameleon do not have GL codes.

We have made recommendations to ACS management to address each of these
issues. The recommendations are in the Audit Results and Recommendations
section of this report beginning on page 3.

Management agreed with all recommendations and has developed an

appropriate action plan. ACS Management’s verbatim response is in Appendix
B beginning on page 10.
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Background

Animal Care Services (ACS) is responsible for the enforcement of Chapter 5 of
the City’s Municipal Code, “Animals”, to ensure public health and safety. The
department offers services intended to promote responsible pet ownership
through community outreach, animal placement programs, legislation, and
enforcement. The department’s mission is as follows:

“Encourage responsible pet ownership by promoting and protecting the
health, safety and welfare of the residents and animals of Bexar County
through education, enforcement and community partnership.”

ACS’ FY 2011 adopted budget was $8.6 million, and the FY 2012 adopted
budget increased to $9.4 million. ACS is funded through the General Fund.

There are several ACS services that generate revenue for the City such as:
Spay/Neuter, Pet Licensing, Animal Adoption, Permits, Rabies Vaccinations,
Euthanasia and Impounding. ACS also receives donations from a variety of
sources. They are received directly from individuals, local businesses, and through
fundraising events. According to management, for fiscal year 2011 ACS recorded
$1.6 million in revenues including $30,000 in donations.

ACS uses the Chameleon system to process all daily revenues from services and
donations. Additionally, the Chameleon system produces account code reports,
which are end-of-day reports used to record the daily revenue from services and
donations and the corresponding deposit in SAP. These reports determine in which
general ledger account SAP transactions are recorded.

ACS also has a partnership with Friends of Animal Care Services (FACS). FACS is
a 501(c) (3) non-profit and functions as the fundraising arm of ACS. Friends of
ACS’s mission is to support the mission of ACS by raising money from the private
sector for ACS programs, projects, and services. FACS is not managed by the City
and receives no City funding.

Finally, ACS has a contract with Bexar County to administer animal control services
in unincorporated areas of the City. The City invoices Bexar County in twelve equal
amounts throughout the year. For Fiscal year 2011, the value of the contract was
$850,000.

Audit Scope and Methodology

The audit scope was fiscal year 2011 and included review of operational and
financial data for earned revenues and donations. We interviewed ACS staff and
reviewed ACS policies and procedures to obtain background information on the
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various ACS revenue, cash handling, donations processes, and the Chameleon
system. We also observed the opening and closing procedures for the front desk
cashiers. We interviewed the FACS Board chairperson to obtain background
information about FACS and reviewed the resolution passed by City Council
establishing FACS as the fundraising arm of ACS to determine the nature of
ACS’s relationship with FACS. Testing criteria included applicable administrative
directives, ACS policies and procedures, and the contract with Bexar County.

Our fieldwork included testing of the daily manual entry which records all
revenues and donations in SAP and a review of all donation expenditures. We
reviewed cash handling procedures for compliance with Administrative Directive
8.1 - Cash Handling. We also performed surprise cash counts of both the change
fund and petty cash fund. Additionally, we reviewed Chameleon to determine
appropriate access to the system and compared the pre-loaded fees with posted
fee schedules. We tested refund transactions to determine compliance with
Administrative Directive 8.1. We also tested the payment receipt for the ACS
contract with Bexar County. Finally, we reviewed the relationship between ACS
and FACS to determine appropriateness.

We relied on computer-processed data in SAP and the Chameleon system to
obtain populations of the daily revenue entry, refund transactions, and donation
expenditures. Our reliance was based on performing direct tests on the data
rather than evaluating the system’s general and application controls. Our direct
testing included review of supporting documents for the daily revenue entry,
refund transactions, and donation expenditures for reasonableness. We do not
believe that the absence of testing general and application controls had an effect
on the results of our audit.

We conducted this audit from September 2011 to February 2012 in accordance
with generally accepted government auditing standards. Those standards require
that we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our audit results and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable
basis for our audit results and conclusions based on our audit objectives. Our
audit included tests of management controls that we considered necessary under
the circumstances.
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Audit Results and Recommendations

A. Revenue Properly Recorded in SAP

ACS is properly recording the daily revenue entry in SAP. ACS produces an
account code report from the Chameleon system to record the daily revenue
entry in SAP and the corresponding deposit. We reviewed a statistical sample of
25 account code report packets totaling approximately $49,000 and determined
they were reconciled and entered correctly into SAP and had appropriate
supporting documentation. We also determined that all deposits cleared the
bank.

Recommendations

None.

B. Register, Change Fund and Petty Cash Balanced

The ACS cash register counted balanced without error and the change and petty
cash funds agreed to the balances shown in SAP. We conducted a surprise cash
count of the register and change funds along with the petty cash fund. We
determined that cash funds tied to the general ledger.

Recommendation

None.

C. Improvements Needed for General Cash Controls

ACS is not in compliance with Administrative Directive 8.1 - Cash Handling.
Specifically, checks were not always endorsed upon receipt; only one employee
was opening mailed payments; and supervisors were not performing periodic
cash counts. Table 1 on page 4 shows compliance and non-compliance details.
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Table 1 Cash Handling Testing Results

Administrative Directive 8.1 - Cash Handling Yes No
Access to cash drawers is limited to one person X
per drawer per shift.
Cash drawers are balanced daily. X
Fees and rates are posted in view of the public. X
A sign is present with a number for customers to X
call if a receipt is not issued.
Access to the safes is limited and restricted. X
Functioning security cameras are in use. X
Checks have addresses, phone numbers, and X
driver's license numbers recorded on them.
Checks are endorsed upon receipt. X*
Checks are not accepted for amounts greater X
than the transaction amount.
Deposits are made intact. X
Deposits are made within 24 hours. X
Two employees present during the cash handling X **
process.
Periodic cash counts are performed by a X
supervisor.

* Checks are not always endorsed upon receipt. Any checks not endorsed upon
receipt are endorsed during the daily reconciliation performed the next day.
** Payments and donations can be received through the mail. Only one employee is
present when the mail is opened.

We determined ACS non-compliance with Administrative Directive 8.1 is due to
out-of-date departmental cash handling policies and procedures. The
departmental cash policies and procedures are also not consistent with all
operating procedures.

Full compliance with Administrative Directive 8.1 is important to ensure adequate
control and safeguarding of cash and consistency with City-wide cash handling
operations.

Recommendation

The Director of ACS should update policies and procedures in accordance with
Administrative Directive 8.1 and train staff accordingly. Policies and procedures
should be reviewed on an annual basis and staff training performed when
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changes are made. In addition, ACS management should perform periodic
quality assurance reviews to determine staff compliance.

D. Improperly Accounted for Transactions

ACS does not account for customer refund and animal trap deposit transactions
correctly.

ACS is not crediting refunds to the proper general ledger accounts. Although
there are several revenue general ledger accounts that may have associated
refunds, ACS currently uses one standard general ledger account for all refund
transactions. Therefore, refunds are not being credited to the originating account.
Both ACS procedures and Administrative Directive 8.1 — Cash Handling state
that refunds should be recorded in the general ledger account recorded for the
original transaction.

ACS currently records animal trap deposits in a revenue general ledger account.
That is not correct, as the revenue has not been earned. According to
accounting standards, revenues cannot be recognized until they are realized or
earned. The subsequent return of trap deposits is credited to a standard refund
account instead of offsetting the original entry.

During the review of refunds, we also determined an adequate audit trail does
not exist for refund transactions. We reviewed a statistical sample of 25 refund
transactions from a population of 188 and determined ACS did not maintain
adequate supporting documentation in 28% of those tested. Supporting
documentation includes items such as the receipt number or animal ID number
or the refund request form. Additionally, refund transactions could not always be
located in the Chameleon system. ACS does not send supporting documentation
to Finance for refund transactions and does not maintain a list of authorized
approvers.

ACS internal cash handling policies and procedures state that a refund request
form should be completed for all refund transactions and a documented audit trail
should exist. Additionally, supporting documentation should be sent to Finance
with an authorized signature.

Recommendation

The Director of ACS should train staff to comply with Administrative Directive 8.1
- Cash Handling and internal ACS policies and procedures. Additionally, the
Director of ACS should create and maintain a list of authorized approvers for
refund transactions.
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E. Friends of ACS Agreement Not Formalized

ACS does not have a formal operational agreement with FACS. While City
Council passed a resolution in 2010 that established FACS as a fundraising arm,
ACS has not evaluated and formalized an agreement to address day-to-day
operations. Some of the areas that have not been addressed are the reporting
relationship, legal custody of funds, procedures for requesting the use of FACS
fundraising monies, and the use of the City’s name and assets for fundraising
events.

Without a formal detailed agreement, it is difficult to account for how much
money FACS is collecting for ACS and manage how collections are spent. It also
creates ambiguity with legal custody and authority over various forms of
donations. For example, FACS was collecting cash from donation boxes located
at ACS’ facility. Although a FACS representative was to confirm collections with
ACS, FACS had sole possession of the keys to access the cash donation boxes.
This provided unrestricted and uncontrolled access to ACS on-site donations.
During the course of the audit, ACS regained possession of the keys and they
are now retained onsite in a locked box.

Recommendations

The Director of ACS should evaluate and formalize an operational agreement
with FACS. The agreement should include, but not be limited to the following:

e Custody (fiduciary) of funds
e Timely reporting on expenditures and use of funds
e Fundraising procedures and use of the City’s name and resources

e Formal procedures that define purpose of funds and a process to request
donated funds

e Cash handling procedures

F. Donated Fund Expenditures Not Consistently Managed

Although expenditures of donations were for an appropriate business purpose
and authorized, ACS was not consistent with retaining supporting documentation
or its required authority level of approval. For example, although authorized,
approval of expenditures came from various staff at various levels of authority.
This was due to ACS’ lack of written detailed policies and procedures for
donation expenditures. Adequate policies and procedures are essential to help
ensure consistent management of expenditures of donated funds.
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Recommendation

The Director of ACS should develop and implement policies and procedures for
expenditures of donated funds that address but are not limited to:

e Process to request use of donated funds
e Approval authority

e Required supporting documentation and retention.

G. Chameleon Does Not Interface with SAP

Chameleon does not automatically interface with SAP. Currently, ACS employs a
manual process using account code reports produced from Chameleon to record
the daily revenue entry into SAP. Administrative Directive 7.7.1 - SAP
Technology Standardization states that, “City entities are required to ensure that
all systems purchased must be integrated with SAP to the satisfaction of ITSD
and the business and technical standards set by the primary business owner
department.” Utilizing an automatic interface between Chameleon and SAP
would reduce the risk of human error during the daily manual process and ensure
consistency with City-wide operations.

Recommendation

The Director of ACS should, in coordination with ITSD, determine the feasibility
of an automatic interface between Chameleon and SAP and implement such if
feasible.

H. Chameleon Fee Tables Not Accurate

Fees in the Chameleon tables are not accurate. We determined that 7 of 44
items from ACS’ fee schedule were loaded incorrectly into Chameleon.
Additionally, 17 of 44 items from the posted fee schedule were not loaded into
the Chameleon fee tables. This occurred because ACS does not have formal
policies and procedures to monitor the fees loaded into the Chameleon table.
When the system fee tables are incorrect or incomplete, cashiers must manually
key the item and/or fee code into Chameleon. This increases the possibility of
charging incorrect fees.

Recommendation
The Director of ACS should correctly update all fees in Chameleon tables and

properly maintain going forward.
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. Chameleon General Ledger Account Mapping Not Correct

The Chameleon system does not have a general ledger account mapped to all
item codes. Additionally, some item codes are mapped to the wrong general
ledger account. We viewed a listing of all item Codes in Chameleon and
determined 46 of 323 item codes did not have a general ledger account
assigned. As a result, ACS staff must manually assign these item codes to the
correct general ledger account during the daily revenue entry. This increases the
risk of human error resulting in an item code being recorded in the incorrect
general ledger account.

Recommendations

The Director of ACS should properly assign the general ledger accounts to all
item codes in Chameleon and delete unused item codes.

J. Bexar County Receivables Not Properly Monitored

ACS is not properly monitoring receivable balances from Bexar County. ACS’
contract with Bexar County requires payment to the City within 30 days of invoice
receipt. However, Bexar County did not make timely payments for 11 of 12
invoices tested. Delinquent payments ranged from 23-173 days outstanding.

According to ACS Management and Bexar County Management, this occurred
because uncertainty existed as to whether ACS or the City’s Finance department
was ultimately responsible for sending Bexar County invoices. As a result, Bexar
County sometimes did not receive invoices until after the due date. For example,
Bexar County did not receive the invoices from November of 2011 through
February of 2012 until March 13, 2012. Administrative Directive 8.4 - Financial
Management of Accounts Receivable states that City departments are ultimately
responsible for collection and monitoring of outstanding amounts. ACS has not
implemented formal monitoring or collection efforts to ensure proper collection of
outstanding payments.

Recommendation

The Director of ACS should monitor account receivables and collection efforts for
Bexar County payments.
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Appendix A — Staff Acknowledgement
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Appendix B — Management Response

CITY OF SAN ANTONIO

SAN ANTONIO TEXAS 78283-3966

April 23, 2012

Kevin W. Barthold, CPA, CIA, CISA
City Auditor
San Antonio, Texas

RE: Management’s Corrective Action Plan for the Audit of Animal Care Services (ACS) Revenues
and Donations.

ACS has reviewed the audit report and has developed the Corrective Action Plans below
corresponding to report recommendations.

Recommendation

; Accept, :
Audit : Responsible ;
# Description Report l;ir;::glty Person’s Corgzltztlon
Page Dacliie Name/Title
Improvements Needed for General
Cash Controls
Recommendation LZ% ?g; /
The Director of ACS should update ﬁ]zsg??en;tg
policies and procedures in
accordance  with  Administrative &
C |Directive 8.1 and train stafff 4 Accept April 30, 2012
accordingly. Policies and procedures Parigia
should be reviewed on an annual Relbersan
basis and staff training performed Department
when changes are made. In addition, Fisesil
ACS management should perform Kdiriristnior
periodic quality assurance reviews to
determine staff compliance.
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Appendix B — Management Response (continued)
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Appendix B — Management Response (continued)

City of San Antonio, Office of the City Auditor 12



Audit of Animal Care Services — Accounting for Revenue and Donations

Appendix B — Management Response (continued)
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Appendix B — Management Response (continued)

Recommendation

: Accept, i
i Andi Partially Respons:ble Completion
Description Report Person’s
Accept, 3 Date
Page : Name/Title
Decline
Action plan:

By April 30, 2012, ACS will develop and formalize internal policies and procedures for the
expenditures of donation funds. This policy will include the process for how to request the
use of donation funds; who will have authority to approve the use of funds; and how the

Department will retain necessary documentation of decisions.

Chameleon Does Not Interface
with SAP

Recommendation

The Director of ACS should, in
coordination with ITSD, determine the
feasibility of an automatic interface
between Chameleon and SAP and
implement such if feasible.

Accept

Joe Angelo/
Interim
Director

March 15,
2012

Action plan:

As of March 15, 2012, ACS has submitted a request to ITSD that a business case be created

to look at the costs associated with linking Chameleon to SAP. - COMPLETED -
Chameleon Fee Tables Not Heber
Accurate Lefgren/

Recommendation

The Director of ACS should correctly
update all fees in Chameleon tables
and properly maintain going forward.

Accept

Assistant to
the Director

&

Pamela
Roberson/
Department
Fiscal
Administrator

July 1, 2012

Action plan:

By July 1, 2012, ACS will have coordinated with ITSD to update all fees in Chameleon to
match the Department’s Fee Structure. ACS will also establish a process to ensure that the
Fee Structure in Chameleon is updated as changes are made.
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Appendix B — Management Response (continued)
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Appendix B — Management Response (continued)
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