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Authorization

We have conducted an audit of the Police Peripheral Inventory. This audit was
conducted under the authority of Article VII, Section 5 of the Garland City Charter
and in accordance with the Annual Audit Plan approved by the Garland City
Council.

Objective

Our objective for this audit was to determine if a system is in place to account for
Police peripheral inventory items such as laptops and radios and test of the
design and effectiveness of that system through sampling. In order to achieve
our objective we relied on the following sub-objectives:

1. Inventory reflected in the accounts represents a complete listing
of peripheral items owned by the police department, and such assets are
physically on hand, in transit, or stored at outside locations at the balance
sheet date.

2. Inventory listings are accurately compiled, extended, footed, and
summarized, and the totals are properly reflected in the accounts.

3. Inventory is valued in accordance with generally accepted accounting
principles consistently applied, at the lower of cost or market.

4. Inventory accounting practices comply with the regulatory requirements.

5. Inventory assets storing sensitive information are erased prior to being
destroyed.

Scope

The scope of this Audit was limited and restricted to the accounting systems and
listings utilized to account for peripheral items. The period covered in this audit is
from January 1, 2008 to August 30, 2010.

Methodology

We conducted this performance audit in accordance with Generally Accepted
Government Auditing Standards. These standards require that we plan and
perform the audit to obtain sufficient, appropriate evidence to provide a reason-
able basis for our findings and conclusions based on our audit objectives. We
believe that the evidence obtained provides a reasonable basis for our findings
and conclusions based on our audit objectives. Our standard procedures
included inquiry, observation, and inspection of the City of Garland resources
applicable to this audit. We obtained an understanding of internal controls
significant to the audit objective, and considered whether specific internal control
procedures had been properly designed and placed in operation.




While we report to the Mayor and the City Council and present the results of our
work to the Audit Committee, we are located organizationally outside the staff or
line management functions that we are auditing. Therefore, this audit
organization may be considered free of organizational impairments to
independence to audit internally and report objectively to those charged with
governance.

Overall Conclusion

The City of Garland through the Finance Capital Asset Guide
Policy and Financial Services Directive# 005 (Fixed Asset Management) has
established formal procedures in order to account for fixed assets. The Finance
and Telecommunication departments are not following the specific provisions
relating to peripheral items inventory. Interdepartmental communication between
Finance and the various other departments needs to improve. Finance has the
responsibility to set the tone and expectation on how to properly account for
these inventory items. Finance should make a determination as to what Police
peripheral items constitute fixed assets and maintain a listing of these
items. Consistency and standardization should be established as to the
accounting treating of these peripheral items. Currently they are expensed and
depreciated individually and as bulk items. This proliferation prevents
departments from conducting inventory audits for Police peripheral items and
provides accurate accounting results back to Finance. An initial effort is needed
to first identify, and then track these items. The OMS system is not designed
appropriately to track police peripheral inventory.

# | Objective Findings | Conclusion

Inventory reflected in the accounts The OMS system does not
represents a complete listing attach peripheral add-ons
of peripheral items owned by the to police vehicles. Finance
police department, and such assets does not provide

are physically on hand, in transit, or Telecommunication team
stored at outside locations at the with a listing of peripheral
balance sheet date. items in order to conduct
their annual audit.

ArONOINBE

Failure Level: Design

There is no consensus
between the Finance and
Telecommunication
departments on what items
constitute peripheral add-
ons.

Inventory listings are accurately
compiled, extended, footed, and
summarized, and the totals are
properly reflected in the accounts

rONNBE

Failure Level: Design




Inventory is valued in accordance
with generally accepted accounting
principles consistently applied, at the
lower of cost or market.

There is no consistency in
the methods utilized to
account for peripheral
items. The same item may
be expensed or
depreciated depending on
the ability of Finance to tie
it to a Police vehicle or if
the volume of units
purchased exceeds
$5,000.00.

Failure Level:
Effectiveness

Inventory accounting practices
comply with the regulatory
requirements.

Departmental Fixed Asset
Capitalization policy is not
reviewed on an annual
basis. Management
signature approval is not
evidenced on the
document.

Failure Level:
Effectiveness

The Fixed Asset
Capitalization policy is not
complied with. The
Financial Services
Directive# 005 which
mandates for an annual
audit of fixed asset
inventory (including add-
ons).

Failure Level:
Effectiveness

At the beginning of our
audit the inventory
destruction process was
not formalized. As a result
of our finding a policy was
created. The policy
however does not take into
account specific grant




provisions.

Failure Level: Design

Inventory assets storing sensitive 3 At the beginning of our
information are erased prior to being audit the inventory
destroyed. destruction process was
not formalized. As a result
5 of our finding a policy was

created. The policy
however does not take into
account specific grant
provisions.

Failure Level: Design

Background

As a result of a Sarbanes-Oxley review that was conducted for the Finance
department by an independent consultant, it was recommended that Police
peripheral items be looked at. During this audit we had some difficulty
deciphering what exactly would constitute peripheral items. We initially consulted
with the Financial Services Directive# 005 (Property and Equipment Steward-
ship) and noted that the General Administration Section 2 stipulates that
Department heads shall receive from the fixed asset accountant, prior to
inventory taking, a report listing all fixed assets for the department to facilitate the
annual inventory. However we were informed that peripheral inventory items
such as vehicle add-ons are not tracked. Per the Finance Capital Asset Guide
Policy, it was noted that Capital assets should be recorded and reported at their
historical costs, which include the vendor’s invoice (plus the value of any trade-
in), initial installation cost, modifications, attachments, accessories or apparatus
necessary to make the asset usable and render it into service. The following
items were classified as Police peripheral inventory and included in our audit:

We inspected a total of 38 police patrol vehicles and 100 laptops with an average
unit price per laptop of $3,200.00 and a total cost of $320,000.00. Our primary
focus was aimed on the following add-ons that were identified by the IT Radio
Communications Manager:

Item Description Qty Unit Cost Total Cost
» Laptops Laptop utilized by Police. 100 | $3,200.00 | $320,000.00
= Gun Lock Apparatus attached to a car where 32 $397.99 $12,735.68
guns are locked.
» Global (GPS) space-based global 37 $79.95 $2,958.15
positioning navigation satellite system that
systems provides reliable location and time




Docking Provides a simplified way of 38 $327.00 $12,246.00
Station “plugging-in” an electronic device

such as a laptop computer to

common peripherals.
Radar Object-detection system that 35 $1,197.71 | $41,919.85

uses electromagnetic waves

specifically radio waves to identify

the range, altitude, direction, or

speed of both moving and fixed

objects such as aircraft,

ships, spacecraft, guided

missiles, motor vehicles, weather

formations, and terrain.
MPCOL1 (Light | Multi-Purpose controller hardware 38 $296.80 $11,278.40
Box) that manages lighting items.
Siren Device utilized to activate siren 38 $240.80 $9150.40
Amplifier tones by using the Vehicle’s

steering wheel horn ring.
Strobe Power | High voltage device that powers 38 $128.50 $4,883.00
Supply the strobe lights of Police vehicles.
Serial Control | Hardware equipment that 38 $252.00 $9,576.00
Box manages Police peripheral items.
Two-way Police two-way radio. 38 $2,876.80 | $109,318.40
Radio
Camera Camera device that records Police 38 $600.00 | Part of Camera

videos. System.
Camera Monitor that displays camera 38 $300.00 | Part of Camera
Displays footage. System.

Total $534,065.88

Toughbooks are assigned to either Police personnel (Personal Computer)
or vehicles (Add-On) for professional usage. These laptops contain sensitive
information that should be safeguarded throughout their useful life until they are
auctioned off where the hard drives should be wiped-off, degaussed, or
destroyed. Accountability for these items is essential. The lack thereof poses
various privacy risks. The City of Garland has developed policies in order to
ensure that all financially material and critical inventory items are accounted for.
Department heads are responsible for the proper custody, care, maintenance,
and safekeeping of City property possessed by their department or area of
responsibility. In addition, department heads must designate either themselves or
one of their employees as fixed asset custodian. The fixed asset custodian is
responsible for reporting all fixed asset activity for the department according to
the instructions and reporting timetable in the Fixed Asset System Property
Accounting Manual.




According to the Financial Services Directive# 005 (Property and Equipment
Stewardship) Department Heads must conduct an annual physical inventory of
specified City-owned fixed assets in their area of responsibility to verify the
presence and condition of those assets. Specified city owned fixed assets
include capital which is susceptible to theft or mysterious disappearance.
Department heads will receive from the fixed asset accountant, prior to inventory
taking, a report listing all fixed assets for the department to facilitate the annual
inventory.

Upon completion of the annual inventory, department heads are responsible to
document the fixed asset inventory by forwarding to Accounting a statement of
inventory completion. Completed Fixed Asset Transaction Forms are to be sent
to Accounting to update the fixed asset master file (applicable forms should be
obtained from the Fixed Asset Accountant).

The authoritative pronouncements utilized to conduct this audit came from three
different documents. Two of these documents were issued by the City of
Garland and include: The Financial Services Directive# 005 (Property and
Equipment Stewardship), and the Capital Asset Policy created by the Finance
department. The Department of Justice’s 2009 Financial Guide was also utilized
since funding from its Bureau of Justice Assistance Fund was utilized to
purchase 28 Police patrol toughbooks.




Management Accomplishments

Finding number 2:

The ITS department currently tracks all Police peripheral items within the Service
Desk Express (SDE) Work Order System. During the initial stages of the audit,
these assets were tracked using Microsoft Excel sheets. Prior to the audit being
completed, a new Work Order system was implemented. The introduction of the
new Work Order System allowed for a streamlined process and the ability to
accurately track these assets using one tool. The Microsoft Excel sheets were
abandoned and the assets were entered in the inventory control module of the
SDE Work Order System.

While the audit was being conducted these discrepancies were noted by Mr.
Thony. We informed Mr. Thony of the transition to the new SDE Work Order
System and that was the reasoning for abandoning the Microsoft Excel sheets.
We were able to produce work order documentation showing the assets being
moved from in service to stock locations. The new system passed the ability to
track the assets.

The ITS department will continue to use the SDE Work Order System to track
city assets in an effort to control capitalized items and report these items when
requested by the Finance Department.

Finding number 3:

The ITS department is currently in the process of adding all of the Police
computer assets in the Service Desk Express (SDE) Asset Management Module.

Finding number 4:

The annual audit requests that the ITS department receives from Finance does
not include Police peripheral items. The ITS department currently tracks these
Police peripheral inventory items within the SDE Work Order System. Upon any
request this information is readily available.

Finding number 5:

While the audit was being conducted 3 of these devices were being utilized by
the Fire Department for application testing which accounted for the discrepancy
in the findings. These devices have been returned to the IT department and
placed in storage. The final device was being utilized in the field at the time of
the audit and remains in use at this time. The asset inventory has been updated
to reflect this.




Finding number 7:

These assets are the property of the Police Department. Based on the Financial
Services Directive #5, the responsibility to audit these assets would fall upon the
Police Department. ITS does track the inventory information in our Work Order
software system and we would assist them in the audit process as requested.
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