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BUDGET & MANAGEMENT STUDIES — INTERNAL AUDIT

DATE: June 30, 2011

TO: PATRICK WIEMILLER, Director, Public Works Department
DEL ESTABROOKE, Parking Manager, Public Works Department

THROUGH: RENENA SMITH, Budget Director %/
Budget and Management Studies

FROM: BOB KOURY, Principal Internal Auditor @ prA K)
Budget and Management Studies - Internal Audit

SUBJECT: FINAL AUDIT REPORT - LIMITED SCOPE AUDIT OF PARKING METER
REVENUES AND INTERNAL CONTROLS

Attached is the Final Audit Report of the Limited Scope Audit of Parking Meter Revenues and
Internal Controls. An informal Audit Exit Meeting was held with the Department Parking
Manager on June 7, 2011, to discuss the audit findings and proposed recommendations.

Internal Audit will perform a follow-up audit six to twelve months after this report is issued to
verify that each recommendation has been implemented or that the issue documented in the
finding has been resolved in a manner that addresses the weakness or risk identified. The follow-
up audit is performed in accordance with AO 1-12 and Government Auditing Standards.

Internal Audit sincerely thanks the Parking Manager and his staff for their assistance, cooperation
and professionalism during the course of this limited scope audit. If you have any questions
regarding this matter, please do not hesitate to contact Bob Koury, Principal Internal Auditor, at
621-7072.

Attachment

ccr Ashley Swearengin, Mayor
Council Members
Mark Scott, City Manager
Bruce Rudd, Assistant City Manager
Nicole Zieba, Deputy City Manager
James Sanchez, City Attorney
Joe Gray, Finance Director/City Controller
Scott Motsenbocker, Senior Budget Analyst, BMSD
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FINAL AUDIT REPORT

Limited Scope Audit — Parking Meter Revenues and
Internal Controls

Audit Number 11-0016 (A)

Performed by:
Bob Koury, Principal Internal Auditor
Budget and Management Studies — Internal Audit

Issued on June 30, 2011




Introduction and Background Information

The City of Fresno has approximately 1,975 parking meters in the downtown area. Meters are for
various periods of time, including 30 minutes, 1 hour, 2 hour, 4 hour and 10 hour increments.

The current parking meter rate is 75 cents per hour, in accordance with the City’s Master Fee
Schedule. Parking Services also offers a prepaid meter “Smartcard”, which allows individuals to
purchase meter time in advance that is stored on an electronic card and can be utilized at any
electronic parking meter.

For individuals who are performing construction or conducting a special event in the downtown
area and need to pre-purchase parking meters for short periods of time (1-3 days usually),
Parking Services will “bag” the meters to take them out of service for the public. This must be
approved and paid for in advance.

For FY11, the total budgeted Parking Meter revenue, including meter coins and “Smartcard” and
“bagged/hooded” meter sales, is $1,133,900. As of June 7, 2011, the total actual parking meter
revenues received for FY11 was $949,563, i.e. a variance of ($184,337).

Audit Scope and Objectives

The primary objectives of this limited scope audit were: 1) to determine if all parking meter
revenues per the City’s approved Master Fee Schedule (MFS) were properly collected and
deposited in a timely manner; 2) to test and determine the adequacy of all documentation in
support of the parking meter revenues covered in this audit, and; 3) to identify any weaknesses in
the parking meter processes, procedures and internal controls. Appropriate audit
recommendations are then proposed to Department and Parking Division Management to
strengthen and improve such internal controls and related recordkeeping for subsequent parking
meter revenue collections for the City of Fresno.

Note: This Parking Meter audit is the first of three separate audits of Parking Fund Revenues.
Limited scope audits will also be performed related to Parking Permits and Parking Citations
revenues and internal controls following this audit.

Audit Conclusion

Overall, the Parking Division Manager and his limited staff should be commended for their
efforts and professionalism in the collection, recordkeeping and depositing of parking meter
revenues for the City. There are some areas, however, that were noted during the course of this
audit that need to be addressed by the Department and Parking Division Management for
improved internal controls and enhanced parking meter revenues. These areas are addressed
throughout this audit report.




Audit Findings and Recommendations

1. Parking Meters/Coins Revenue

A copy of the current “Parking Meter Attendant Job Duties” procedures manual was
obtained and reviewed during the course of this audit. Internal Audit also observed the
entire parking meter/coin collection, security, counting, and depositing processes by the
City’s Parking Meter staff. All related supporting documentation was also obtained,
reviewed and tested for twelve sample weeks and twenty-four sampled days for the
period December 17, 2010 through May 13, 2011. For this audit period, parking meter
coin revenue averaged approximately $21,000 per week.

Overall, the collection, security, counting (via automated coin counting machine), and
depositing of parking meter/coin revenue was found to be adequate and appropriate. One
item was noted, however, that needs to be addressed to further strengthen the internal
control and accountability over these monies, as follows:

The “Coin Counting Machine Tape” that records and accounts for all parking meter coins
placed in the machine for the week’s total collections was not consistently retained and
affixed to the Parking Meter Weekly Report that is provided to the Parking Manager for
his review, i.e. 6 of the 12 reports reviewed by Internal Audit did not have the coin
counting machine “control tape” affixed to it. This procedure is good internal control and
audit trail documentation as verification that all coins counted by the machine agree to
the daily totals written on the Parking Meter Weekly Reports.

Audit Recommendation

1. The Parking Meter Supervisor and Attendants should ensure that the “Coin
Counting Machine Tape” for the week’s total parking meter collections/coins is
affixed to the Parking Meter Weekly Report on a consistent basis for the Parking
Manager’s review and strengthened internal control. Providing the coin counting
«“control total” tape for each day’s total collections to the Parking Manager
should be considered by Parking Management for even stronger internal control
over these monies.

Management Response to Recommendation 1

Attaching daily total tape is not feasible at the present time. The coin
counter does not allow for the printing of duplicate tape and due to the
printer being a thermal printer you cannot get 2 ply paper to print an extra
receipt. The meter shop will attach a weekly total tape to the weekly report
on a consistent basis to keep the Parking Manager informed.

|18 Prepaid Meter Cards/Smartcards
Prepaid meter “Smartcards” allow individuals to purchase meter time in advance that is

stored on the electronic card and can be utilized at any electronic parking meter in the
2




City’s downtown area. The meter cards are available for purchase at the Parking Division
in City Hall and start at $30 (40 hours @ 75 cents per hour) plus $1 activation fee.
Additional time can be added at the time of purchase or at a later date.

Prior to June 2009, the Parking Division had purchased and sold meter cards; however,
those cards were not sequentially numbered for control, accountability and audit
purposes. In June 2009, the Parking Division purchased 1,000 meter cards from an
outside vendor for $2,950. These meter cards were, in fact, pre-numbered and had a
dollar value of $30 “loaded” onto them upon receipt by the Parking Division from the
vendor, i.e. $30,000 in parking time value and readv for use. However, no inventory
control records were established and maintained by the Parking Division when the 1,000
meter cards were received by the vendor, nor did the sales transaction records
consistently include the meter card number for ~accountability purposes up to the time of
this audit. This lack of inventory control and accountability of the $30 meter cards
purchased, sold and on-hand created a very high risk of loss or possible misuse of these
cards prior to their sale.

This finding was immediately reported to the Parking Division Supervisor by Internal
Audit and he was instructed to establish an inventory control log for the remaining/unsold
meter cards as of the time of the audit.

Although immaterial, it was also noted during the audit that the $1 meter/smartcard
“activation fee” assessed to the public is not included in the City’s Master Fee Schedule.

Audit Recommendations

2. The Parking Manager should ensure that an inventory control and accountability
log/schedule has been established and is being maintained by the Parking Super-
visor to ensure proper internal controls and minimized risk of loss or possible
misuse of meter/smartcards. All meter/smartcard sales transactions should also
include the card number for an adequate audit trail.

3. The current meter/smartcard $1 activation fee being assessed to the public for the
initial sale of these cards should be formally approved by City Management and
the City Council through the City’s Master Fee Schedule process as soon as
possible.

Management Response to Recommendations 2 & 3

An accountability log is established and is being maintained by the parking
supervisor. All meter cards numbers are logged into the log. For all
transactions will henceforth include the card number to ensure audit
tracking. Regarding the activation fee it will be added to the Master Fee
Schedule by August 1, 2011, at the true cost recovery amount of $3.00.
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Parking Meter Hood Rentals/Permits

For individuals who are performing construction or conducting a special event in the
downtown area and need to pre-purchase parking meters for short periods of time (1-3
days usually), Parking Services will “bag” the meters to take them out of service for the
public. This must be approved and paid for in advance.

The current Master Fee Schedule (MFS) indicates the following fees required for these
type transactions:

Deposit per Application $52
Meter Rental Per Day $5
Administrative Fee $25

For the period July 2010 through May 2011, there were fourteen (14) “Permits for
Temporary Parking Meter Removal” issued by the Parking Division. All permits were
obtained and tested during this audit and the following was noted:

>

>

The $52 deposit per the MFS was not assessed nor collected for any of the 14
Permits issued.

Meter rental or administrative fees were “waived” for 3 of the 14 Permits.
Although immaterial, this was not in accordance with the MFS nor was there any
documentation of such “waiver of fees” from the Parking Division Manager or
his designee, i.e. authorized signature or initial on the actual Permit.

Audit Recommendations

4.

The Parking Division should immediately implement the assessment and
collection of the $52 deposit as stipulated in the MFS or, if it is decided by the
Department and Parking Management that this fee will not be assessed at all,
it should be omitted from the MFS through the normal MFS process.

All parking meter hood rental fees should be consistently assessed and collected
by the Parking Division as per the MFS. For any fees considered appropriate to
be “waived” by an authorized Department or Parking Division employee, this
should be adequately documented on the Parking Meter Removal Permits for
audit trail purposes, e.g. signature or initial and the reason for the “waiver”.

Management Response to Recommendations 4 & 5

By August 1, 2011, the $52 deposit fee will be removed from the MFS. Fees
will be charged for hood rental fees. Only the Parking Manager will be
authorized to issue a waiver. If any fees are waived the Parking Manager will
sign the form and explain the waiver.




