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Dear Mr. Burnette:

As provided by our annual audit plan, we have conducted a Parks and Recreation Safekey Program audit.
Our procedures considered activities for the period July 1, 2008, through June 30, 2009. These
procedures included performing a preliminary survey, research, analyses, and test of transactions on a
sample basis.

The objectives of our procedures were to determine whether:

e Safekey sites provide balanced opportunities throughout the Clark County area.

e Controls over cash collection for Safekey activities are sufficient to safeguard against abuse and
errors and transactions are deposited in their entirety and properly recorded.

e Controls over Safekey financial assistance reimbursements are sufficient to safeguard against
abuse and errors, financial assistance reimbursement transactions are processed in accordance
with guidelines, and transactions are properly recorded.

The results of our audit showed that Safekey sites provide balanced opportunities throughout the Clark
County area. However, controls over cash collection are not sufficient to safeguard against abuse and
errors and ensure that transactions are deposited in their entirety and properly recorded. In addition,
control weaknesses exist over verification and proper processing of financial assistance reimbursement
amounts from the state and reconciliation of recorded amounts in accounting records.

A draft was provided to the Parks and Recreation Director, and her response is included as an appendix
to the audit report. We appreciate the cooperation provided by the Safekey staff during the course of
this audit.

Sincerely,
/s/ Angela M. Darragh

Angela M. Darragh, CPA
Acting Audit Director
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Clark County, Nevada
Parks and Recreation Safekey Program

BACKGROUND

Safekey is a recreational enrichment program for children in
kindergarten through 5th grade, designed to meet the needs of the
working parent. The program is part of the public service activities
offered by the Clark County Parks and Recreation Department (Parks
and Recreation). Itis an extension of the school day available before
and after school.

Safekey is the largest revenue producing program for the Recreational
Activity fund at $3.8 million for fiscal year (FY) 2009. It is offered at
various school sites throughout the unincorporated County area.
Currently, the program is held in 78 Clark County School District
elementary schools as permitted under the Open Schools Open Doors
Agreement between the County and the Clark County School District.

Safekey Sites within the Unincorporated County Area
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The program consists of a game period, homework period, sports, arts
and crafts, and special events. Although Safekey is not part of the
Clark County School District, the program follows the school district
calendar and operates on days that school is in session. Program
hours are typically from 7 a.m. to 8:45 a.m. and from school dismissal
at 3:15 p.m. until 6 p.m.

In addition, financial assistance is available to qualifying families
through the State of Nevada Desert Regional Center (DRC) or the
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Clark County, Nevada
Parks and Recreation Safekey Program

OBIJECTIVES, SCOPE, AND
METHODOLOGY

RESULTS IN BRIEF

State of Nevada Childcare Assistance Division (State Childcare
Assistance Division). DRC provides financial assistance for children
with disabilities. The State Childcare Assistance Division also provides
financial assistance for children of low income families.

The objectives of this audit are to determine whether:

e Safekey sites provide balanced opportunities throughout the Clark
County area.

e Controls over cash collection for Safekey activities are sufficient to
safeguard against abuse and errors and transactions are
deposited in their entirety and properly recorded.

e Controls over Safekey financial assistance reimbursements are
sufficient to safeguard against abuse and errors, financial
assistance reimbursement transactions are processed in
accordance with guidelines, and transactions are properly
recorded.

Significant deficiencies exist in Safekey records as there are pervasive
inconsistencies, inaccuracies, incomplete entries, and changes to
records without explanations. As a result, information used as a basis
for determining revenue by Safekey is not sufficiently reliable. With
these deficiencies taken into consideration, we based our audit
procedures of cash collection on the number of days parents signed
their children in and out of the Safekey program.

To accomplish our objectives, we interviewed the appropriate
personnel, performed observations, reviewed policies and
procedures, and examined Safekey accounting records, and system
reports and data. Our procedures considered the period July 1, 2008,
through June 30, 2009, and the last day of fieldwork was March 21,
2011.

Our performance audit was conducted in accordance with generally
accepted governmental auditing standards. Those standards require
that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable 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.

Based on our audit, we determined controls are not sufficient over
cash collection for Safekey activities to safeguard against abuse and
errors. In addition, control weaknesses exist over verification of
reimbursement amounts from the state and reconciliation of
recorded amounts in accounting records. We found that Safekey
recordkeeping at Safekey sites was significantly inadequate. As a
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Clark County, Nevada
Parks and Recreation Safekey Program

DETAILED RESULTS

Customers With
Outstanding Balances Are
Accepted Back In Safekey

Classes

Recommendation

result, we are unable to conclude as to whether deposits were made
in their entirety or properly recorded.

Financial assistance reimbursement transactions are not processed
appropriately. Safekey records, supporting attendance of the same
activity used to track customer charges and balances, were not
accurate and did not sufficiently support customer co-pay amounts.
Further, we found instances where Safekey did not recover the full
amount of its fees from the collection of State reimbursement and
customers’ co-pay amounts. In addition, reimbursement amounts
received from the State of Nevada were not verified for accuracy.

Specific findings are described in detail in the following section of this
report.

According to the Safekey policies and procedures, “If payment has not
been received by 6:00 p.m. on the day attending,.....The child will not
be permitted to attend the program the next day services are
needed....If the family has an outstanding balance, the registration
form is void and we will no longer accept the children in the program.
The children must be sent to the school office and the proper
authorities will be notified.”

We reviewed the account information listed on the Safekey
attendance logs for twenty judgmentally selected individuals from
two different Safekey sites in two different periods. Of the 20
individuals, eight, or 40% had beginning outstanding balances that
were not paid by 6:00 p.m. on the last day they attended the
program. The total of the outstanding balances was $213. All eight
individuals were accepted back in the Safekey program in the current
period. Four of the eight individuals had outstanding balances at the
end of the period.

Accepting children with outstanding balances in the Safekey program
reduces assurance that fees would be collected for services already
provided.

We recommend that Safekey either follow its policies and procedures
for outstanding balances or re-evaluate them to reflect current
practices followed by Safekey staff.
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Clark County, Nevada
Parks and Recreation Safekey Program

Recovery Of Safekey Fees
For Children Receiving
State Financial Assistance

Recommendation

Unreliable Safekey Records

Safekey collects fees for a child receiving State of Nevada (State)
financial childcare assistance from two sources: the State, in the form
of a reimbursement, and the parent in the form of a co-pay. State
funds are a pass-through from federal grant monies. The grant allows
Safekey, as a provider, to charge parents the difference between the
maximum reimbursement rate set by the State and Safekey rates.

We judgmentally selected five children receiving State financial
assistance. After we reduced Safekey total charges to reflect the
reimbursements from the State, we determined that three, or 60% of
the five co-pay amounts were insufficient to recover the full amount
of charges. The total amount of unrecovered Safekey charges for the
five selections was $8.40 for one week.

Sakekey is part of the Parks and Recreation fund that is self-
supporting. The rates established for Safekey should be sufficient to
recover costs incurred from operations. If the full rate is not
recovered through co-pays from customers after State
reimbursement, this affects the ability of Parks and Recreation to
cover costs.

We recommend that the co-pay amounts that Safekey collects from
the parents be based on the difference between the Safekey charges
(based on the Safekey fees) and the State reimbursement amounts.

We found numerous deficiencies in the information listed on the
attendance records indicative of a manual operation of recordkeeping
and weak controls over cash collection for Safekey activities. Each
Safekey site is provided with a daily sign-in/out sheet. When parents
bring their children to a site, they initial the sheet to indicate the time
and day their child attends the program. In addition, each site keeps
a daily attendance log that is filled out by the Safekey staff. The log is
used to track daily attendance, incurred charges, payments, and
beginning and ending balances.

The sign in/out sheets and the attendance logs are used as the basis
for calculating customer fees and Safekey revenues. As a result, the
accuracy of the information on the attendance records is critical for
determining (1) if controls over cash collection for Safekey activities
are sufficient to safeguard against abuse and errors, and (2) the
revenue is properly recorded and deposited in its entirety.

During our audit, we judgmentally selected 20 individuals from two
different Safekey sites in two different weekly periods. We examined
their weekly attendance and recalculated charges, payments, and
beginning and ending balances. Due to the numerous errors, we were
unable to conclude as to whether deposits were made in their
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Clark County, Nevada
Parks and Recreation Safekey Program

entirety or properly recorded. Because of the manual operation and
the unreliability of records, we were also unable to determine the
significance of the materiality of all findings noted. However, we
believe the deficiencies we found could potentially have a significant
material effect on revenue. The following findings include details of
the errors we found.

Different Attendance Days We compared the attendance indicated on the sign-in/out sheet with
Listed on Sign-In/Out  the attendance indicated on the attendance log for 20 judgmentally
Sheets and Attendance selected individuals from two different Safekey sites in two different
Logs periods. The total sign-ins that we examined were 100, and the total
sign-outs that we examined were 100, for a total of 200 attendances.
Ten, or 10% of the 100 sign-ins did not match between the
attendance logs and the sign-in/out sheets. Six, or 6% of the 100 sign-
outs did not match between the attendance logs and the sign-in/out
sheets. Sixteen, or 8% of all 200 attendances examined did not match
between the the attendance logs and the sign-in/out sheets.

We believe the discrepancies are due to parents not signing their
child in or out of the program each day. This creates a risk that a child
may attend the program without the appropriate fee being collected,
as the parent sign in and out form creates an independent record of
attendance.

Inaccurate Transfer of We found numerous errors in the transfer of balances from week to
Students’ Balances from Wweek. We traced the beginning balances of the twenty individuals to
Attendance Log to the corresponding ending balances from the prior period. In addition,
we traced the ending balances of the same individuals to the
corresponding beginning balances of the following period. In total,
we traced 40 balances. Of the 40 customer balance transfers
examined, 12, or 30%, were not performed accurately.

Attendance Log

Incomplete Customer We reviewed the completeness of information included on the
Information Included on Safekey attendance logs for each of the 20 individuals. Six, or 30% of
Attendance Log the 20 ending balances examined were left blank. In addition, one, or
5% of the 20 beginning balances examined was left blank. By not
completing the ending balance and carrying that information forward,
customers can be overcharged.

Unexplained Corrections to Review of the account information listed on the Safekey attendance
Students’ Account logs for each of the 20 individuals disclosed that four (20%) of the 20
Information beginning balances examined were stricken numerous times with no
explanation for the corrections, making it difficult to determine the
correct beginning balances of the customers.
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Clark County, Nevada
Parks and Recreation Safekey Program

Discrepancies in
Calculations of Fees Due
from Student

Errors in Calculation of
Students’ Ending Balances

Inconsistencies between
Payment Amounts Listed on
Receipts and Attendance
Logs

Recommendation

We recalculated the charges incurred for the 20 individuals and
compared our calculations to the amounts listed on the Safekey
attendance logs. Based on our examination, we noted discrepancies
in the calculations of (1) fees due from customers and (2) customer
balances. Although Safekey used the appropriate fee rates when
calculating fees, we found discrepancies due to differences in
attendance on the sign-in/out sheet and attendance logs and
miscalculations. We relied on the attendance on the sign-in/out
sheets to determine the weekly charges. As a result, we concluded
that the weekly charges of eight (40%) of the twenty customers were
overstated by $82. The overstatements ranged from $1 to $27.

We recalculated the ending balances for 20 individuals and compared
our calculations to the amounts listed on the Safekey attendance logs.
We relied on the attendance indicated on the sign-in/out sheets to
determine the weekly charges. Thirteen (65%) of the twenty
individual’s accounts were either over or understated. The total
amount of all overstated balances was $97, and the total amount of
all understated balances was $54. The over/understatement of the
balances was an accumulation of the following factors: (1)
miscalculations on behalf of the Safekey Staff and (2) balance
amounts left blank for a week and calculated/entered incorrectly the
following week.

We judgmentally selected six individuals from two different sites in
one period from the Safekey attendance logs. We traced the
individuals’ payment receipts listed on the attendance logs to the
actual receipts. We verified that the collected amounts on the logs
matched: (1) the amounts on the receipts, and (2) the “method of
payment” amounts on the same logs.

Our examination revealed that: (1) for two individuals, the collected
amounts listed on the Safekey attendance logs did not match the
amounts on the actual receipts, and (2) for two individuals, the
collected payments listed on the attendance logs did not match the
“method of payment” amounts listed on the same logs.

Because of the numerous discrepancies, Safekey recordkeeping is not
sufficiently reliable. We found inconsistencies, inaccuracies,
incomplete entries, and changes with no explanatory notes. As a
result, it is difficult to rely on records and verify the accuracy of
collected revenue amounts.

We recommend that the Safekey staff perform appropriate reviews of
documents to assure that daily transactions are reflected accurately
among supporting Safekey records and receipts. In addition, we
recommend that Safekey management reinforce procedures for
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Clark County, Nevada
Parks and Recreation Safekey Program

recording and calculating balances through additional staff training
and supervision. If Parks and Recreation can not improve the
reliability of the data, we recommend that the Department consider
centralizing the payment function rather than having all the
recordkeeping being done at the sites.

Safekey Staff Not We found that Safekey staff is not consistently following deposit
Following Deposit procedures. Each Safekey site keeps a deposit detail sheet that is
Procedures Used to account for payment receipt numbers and amounts within a
period. The receipt and revenue verifications are performed by two
individuals who sign the form at the end of the verification process.
According to the Safekey Site Handbook from October 22, 2008, “Staff
must prepare their deposits on a daily basis.”

Audit reviewed 20 judgmentally selected Safekey deposit detail
sheets and the corresponding bank deposit slips from two different
Safekey sites. Four (20%) of the 20 sheets were signed by one
individual only. Seventeen (85%) of the twenty deposit included
proceeds from more than one day.

When at least two individuals do not initial the deposit detail sheets,
there is reduced assurance that the verification is performed properly
and the collected amounts are verified and recorded accurately.
When funds from different times and days are not counted and
verified in a timely manner, the possibility of the funds being
commingled increases, and it becomes difficult to determine the
source of discrepancies.

Recommendation We recommend that the Director of Parks and Recreation retrain
employees on the proper procedures and require that they be
followed.

Revenues Recorded in Parks and Recreation utilized two accounting systems, RecWare Safari
RecWare and SAP Do Not (RecWare) and Systems, Applications, and Products in Data Processing
Agree (SAP) to record proceeds from Safekey operations.

For fiscal year 2009, we compared: (1) the Safekey revenue posted to
the SAP account to the Safekey revenue posted to the same account
in RecWare, and (2) the Safekey revenue posted to the SAP account to
the revenue from the deposit receipts recorded in RecWare.

The Safekey revenue posted to the SAP account was $72,747 (1.92%)
lower than the revenue posted to the same account in RecWare. In
addition, the Safekey revenue posted to the SAP account was
$129,915 (3.43%) lower than the revenue from deposit receipts
posted to the same account in RecWare.
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Clark County, Nevada

Parks and Recreation Safekey Program

SAFEKEY REVENUE FISCAL YEAR 2009

$3,920,000

$3,900,000 —

$3,880,000 W SAP Revenue Account

$3,860,000 LY

$3,840,000 ——

3,820,000 e W RecWare Reven

53,800,000 T Accoumt 437140

$3,780,000 ——

$3,760,000 ——

$3,740,000 ——

$3,720,000 -
We found that Parks and Recreation does not perform monthly
reconciliations between Safekey revenue recorded in RecWare and
SAP. In addition, Parks and Recreation does not perform monthly
reconciliations between Safekey revenue and deposit receipts posted
to RecWare.
Parks and Recreation should be performing these monthly
reconciliations to help ensure that all cash receipts are being
accounted, recorded appropriately, and deposited in their entirety on
a timely basis. The reconciliation should then be reviewed by another
employee who does not record or handle cash.

Recommendation We recommend that the Director of Parks and Recreation develop

Written Procedures about
Loomis Missed Deposits

and implement procedures to ensure proper recording of cash
receipts.

Loomis is a contracted company that collects and deposits the
proceeds from all Safekey sites according to a set weekly schedule.
Site pickups usually occur once or twice a week.

Per written Loomis Missed Deposits Procedures, “If an alternate pick
up day cannot be scheduled during the same week or if a deposit
exceeds the $500, the Zone Supervisor will take the deposit to the
bank and notify the Safekey Office.”

Employees should not be used to deliver monies to the bank as this
places employees in an unsafe environment and exposes the County
to liability.

Audit Department
September 2011

Page 8



Clark County, Nevada
Parks and Recreation Safekey Program

Recommendation

Parents’ Co-Pay Amounts
for State Childcare
Assistance Are Not

Calculated Accurately

Recommendation

State Childcare
Reimbursement Amounts
Are Not Verified for
Accuracy

Recommendation

We recommend the Director of Parks and Recreation develop and
implement a policy that if a scheduled Loomis pickup and deposit is
missed, the proceeds be kept in the safe at the Safekey site and
deposited with the next courier pickup.

A parent whose child receives State Childcare Assistance may be
responsible for paying a certain percentage, or co-pay, of the fees
incurred in connection with the Safekey classes.

We re-calculated the co-pay fees incurred for a week for all children
receiving State of Nevada Childcare Assistance from two Safekey sites.
A total of five kids received State of Nevada childcare
reimbursements. We compared our calculations to the weekly co-pay
amounts listed on the appropriate Safekey attendance logs.

Two (40%) of the five co-pay amounts were not calculated accurately
by the Safekey staff. In some cases, co-pays were not charged, and in
others, an incorrect rate was used. When co-pay amounts due are
not calculated accurately, parents are over or under charged.

The Safekey staff should ensure that (1) the appropriate co-pay rates
are applied in the calculation of charges and (2) co-pay amounts
incurred are calculated accurately.

We reviewed the State of Nevada childcare reimbursements and
back-up documentations for two Safekey sites for May 2009. A total
of five kids received State of Nevada childcare reimbursements.

Based on our review, it appears that the monthly attendance for one
child was not recorded accurately on the State system-generated
report. As a result, the total monthly fee due (State reimbursement
amount plus parent co-pay amount) as calculated by the State was
understated by $22. The State reimbursement amount, as calculated
by the State, was understated by $13.20.

According to Safekey staff, when State reimbursement checks are
received, the accounting staff does not: (1) verify the accuracy of the
State reimbursement amount, or (2) compare the attendance listed
on the Safekey sign-in/out forms to the attendance listed on the State
system-generated report.

We recommend that the Safekey accounting staff compare each
child’s attendance listed on the State system-generated report to the
attendance listed on the corresponding Safekey sign-in/out forms to
verify the accuracy of the documents.
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Clark County, Nevada
Parks and Recreation Safekey Program

Different Attendance Days A parent whose child receives State Childcare Assistance has to sign a
Listed on Sign-In/Out  special sign-in/out form at the Safekey site. The form lists the daily
Sheets and Attendance attendance of a child for a month. In addition, each Safekey site
keeps a weekly Safekey attendance log. The log is used to keep track
of each child’s weekly attendance, incurred charges, payments, and
beginning and ending balances. The log is filled out by the Safekey
staff.

Logs

We compared the attendance indicated on the sign-in/out forms with
the attendance indicated on the corresponding attendance logs for all
children receiving State of Nevada Childcare Assistance from two
Safekey sites. The attendance days recorded on the sign-in/out form
for one child (20%) did not match the attendance days recorded on
the corresponding attendance log for the same child.

Recommendation We recommend that the Safekey staff follow established policies and
procedures when managing Safekey records.

No Reconciliations to Tie Audit compared the total amount of State financial assistance
State Reimbursements reimbursements recorded in SAP and RecWare accounting systems
Recorded in SAP And for FY 2009. The total amount of State reimbursements recorded in
SAP differs from the total amount of State reimbursements recorded
in RecWare.

RecWare

SAFEKEY
STATE OF NEVADA REIMBURSEMENTS FOR FISCAL YEAR
2009

$160,000
$140,000
$120,000
$100,000
$80,000
$60,000
$40,000
$20,000
S-

d DRC State Program

M State Of Nevada
Childcare Program

SAP RecWare
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Clark County, Nevada

Parks and Recreation Safekey Program

Recommendation

Refund Checks Mailed to
Addresses Provided by
Customers over the Phone

Recommendation

Refunds Not Consistently
Handled According to
Safekey Policies and

Procedures

Safekey staff does not perform monthly reconciliations between the
State of Nevada financial assistance reimbursements recorded in
RecWare and SAP. As a result, Safekey is not monitoring if all state
financial assistance reimbursements recorded in SAP are being
recorded in RecWare.

We recommend that Parks and Recreation create and implement
reconciliation procedures that tie State reimbursements recorded in
SAP to State reimbursements recorded in RecWare. These
procedures should be performed monthly. Subsequently, these
reconciliations should be reviewed by another employee that does
not record or handle cash.

According to Safekey personnel and our examination of documents,
customers request their refunds over the phone. Audit reviewed the
Safekey policies and procedures regarding the processing of refunds
and noted that they do not address refunds requested over the
phone. Lack of written policies and procedures reduces assurance
that the processing of refunds requested over the phone is performed
adequately and appropriately.

We recommend that Safekey updates its policies and procedures to
address processing of refunds requested over the phone.

According to the Safekey policies and procedures, when customers
request refunds, the following procedures are performed: (1)"request
for refund" form is filled and properly authorized (contains
appropriate original signatures), (2) "request for refund" form is
included in the supporting documentation, (3) new "refund" RecWare
receipt is generated to account for the refund transaction, (4) the old
RecWare receipt and new "refund" RecWare receipt are included in
the supporting documentation, and (5) the refund transaction is
posted to SAP.

We examined five judgmentally selected “request for refund” forms
and noted the following issues: (1) all five forms were missing the
signatures of the claimants and were initiated based on phone calls,
(2) the attendance sheet for one of the five refunds was not included
as part of the supporting documents, and (3) four of the five refunds
were not recorded on RecWare. The total of the four transactions
was $152. The corresponding SAP postings were recorded.

When refunds are not handled according to Safekey policies and
procedures, the reliability, accuracy and proper safeguarding of
refund transactions are reduced.
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Clark County, Nevada

Parks and Recreation Safekey Program

Recommendation We recommend that Safekey sites’ staff follow established policies

Non-Sufficient Funds (NSF)
Due and Subsequent NSF

Collections

Recommendation

Void Policies and
Procedures Need to be

Strengthened

and procedures when processing refunds.

Safekey posts the collections of NSF checks in both SAP and RecWare.
For every NSF check deposited into their account, Safekey incurs a
bank charge of $25. For FY 2009, the amount of NSF in SAP was
$23,042, or less than one percent of the total Safekey revenue of $3.8
million. Although NSF amounts are immaterial to total revenue, it is
important that customer amounts be accurate. We found some
deficiencies in the recordkeeping and collection processes that
needed to be addressed.

Safekey does not reconcile NSF check activity between SAP and
RecWare. As a result, there is potential that errors exist in customer
accounts. We reviewed seven judgmentally selected NSF transactions
due totaling $462. The transactions were recorded accurately in
RecWare and SAP. Safekey was able to collect $286 (62%) of the total
NSF amount due. The collections were recorded properly in RecWare.
However, only $29 (10%) of the collected amount was recorded in
SAP. Further examination disclosed that for FY 2009, the total
amounts of NSF checks and NSF collections recorded in SAP differed
from the same amounts recorded in RecWare.

We recommend that NSF collections be appropriately and
consistently recorded in SAP and RecWare accounting systems.
Further, we recommend that Parks and Recreation create and
implement reconciliation procedures that tie NSF checks and NSF
collections recorded in SAP to NSF checks and NSF collections
recorded in RecWare. These procedures should be performed
monthly. Subsequently, these reconciliations should also be reviewed
by another employee that does not record or handle cash.

According to the Safekey policies and procedures, if an employee
needs to void a payment receipt, he/she follows the following
procedures: (1) “void” is written across receipt, (2) justification for
void is written on receipt, (3) individual voiding the receipt initials it,
and (4) the white and yellow copies remain stapled together.

Based on the above procedures, the same individual who receives a
customer payment and prepares and issues a receipt is in charge of
voiding the transaction. As a result, the assurance that a “void”
transaction is valid and appropriate is reduced. Since the Safekey
revenue process is manual and individual receipts are not entered
into RecWare, we do not know the number of voided transactions
occurring.

Audit Department
September 2011
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Clark County, Nevada
Parks and Recreation Safekey Program

Recommendation We recommend that when a receipt is voided, two individuals initial
the receipt to attest to the validity and appropriateness of the
transaction. Replacement receipt numbers should be identified on
the void if applicable. In addition, we recommend that Safekey
implement policies and procedures to track the occurrence and
amount of voided receipts.

Employees Not Following We examined three judgmentally selected voided receipts to
Established Void Policies determine if void policies and procedures are followed by the Safekey

and Procedures staff.

One of the three voided receipts did not contain justification for the
void. In addition, the receipt was a photocopy of the original receipt,
and the white and yellow original copies were not included in the
paperwork. Further, three of the three voided receipts examined did
not contain the initials of the individuals voiding the receipts.

When customer receipts are not voided according to established
policies and procedures, the reliability of records and the accuracy
and proper safeguarding of collected revenue amounts are reduced.

Recommendation We recommend that the Director of Parks and Recreation direct
Safekey staff to follow established policies and procedures when
voiding customer receipts and verify that procedures are being
followed.

Audit Department
September 2011 Page 13



APPENDIX A: Management Response Letter

Clark County Parks & Recreation
Safekey Unit
Audit Report Response
08/31/2011

The following represents the responses regarding the Audit Report for the Parks
and Recreation Department’s Safekey Program, performed July 1, 2008 through
June 30, 2009. Itis important to note that the audit review was completed more
than two years ago, making many noted deficiencies no longer relevant to
current day practices and activities. The Depariment of Parks and Recreation
has introduced new supervisory staff, initiated enhanced and extended policy
training for part-time staff, implemented more effective controls, developed new
policies and practices and in many instances, has brought in new part-time staff
o improve outcomes since the audit was performed.

Detailed Results:

1. Customers with outstanding balances are accepted back in Safekey
classes.

Safekey staff place heavy emphasis on enforcing this policy. Site audits are
conducted weekly on a sample basis by Zone Supervisors and Recreation
Specialists. Additionally, Safekey office staff and Recreation Specialists also
review documentation on a daily basis for a sample of Safekey sites.

2. Recovery of Safekey fees for children receiving State Financial
Assistance.

Every effort is made to collect fees from parents based on the difference between
the Safekey charges and the State reimbursement amounts. However, in doing
50, Safekey must adhere to the established co-pay, eligibility, and reimbursement
guidelines as set forth by the State of Nevada. Safekey does not determine the
eligibility or the reimbursement rates. The difference between Safekey's rates
and the reimbursement provided by the State is in most cases immaterial and
from a cost/benefit analysis, it is not practical for Parks and Recreation to expend
the resources necessary to pursue collection of these minimal amounts. Often, it
would cost the Department more to attempt to recover the immaterial amounts
than the revenue to be achieved.

3. Unreliable Safekey records

Parks and Recreation believes that the sample selected for detail testing
represented a very small percentage of total fransactions that occur. The
Department does not believe that this sampling was representative of the
population of transactions or that the errors found warrant a finding that Safekey
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records are unreliable. (Example: 20 students out of 4,000+ enrolled, 2 sites out
of 78 utilized, 2 weeks out of 36 offered.) Additionally, Safekey has undergone
several internal control process improvements since this audit was performed, as
was noted in the general statement at the beginning of this response document.

4, Safekey staff not following deposit procedures.

FParks and Recreation believes that the small percentage of transactions
reviewed is not a representative sample; however, the department understands
the importance of all staff adhering to the department’s deposit procedures.
Safekey management has enhanced staff training, internal tracking and financial
verification for this process since the audit was performed.

5. Revenues recorded in Recware and SAP do not agree.

Due to the limitations of the Safari software, the department is currently unable to
reconcile information included within the Safari software application with that
contained in SAP, without extensive time and effort. Parks and Recreation
management is pursuing a new software application that should allow timely and
accurate reconciliations of revenue between it and SAP

6. Written procedures about Loomis missed deposits.

The department’'s policy of maintaining no more than 3500 in cash in the safe is
in the process of being reviewed. Safekey staff has been directed to keep all
monies in the safe at the Safekey site until confracted pickup can occur.

7. Parents’ Co-Pay amounts for State Childcare Assistance are not
calculated accurately.

Parks and Recreation agrees that with a manual process in place within the
Safekey operation, there are times when human error will factor in and
calculations may not be in line with co-pay rates. Safekey staff performs
verification of amounts through site audits conducted by Zone supervisors, as
well as review of the information by Safekey office staff and Recreation
Specialists. When any errors are found, staff at the sites are notified so that they
can be cognizant of the need for accuracy.

8. State Childcare reimbursement amounts are not verified for
accuracy.

Safekey staff currently makes every effort to verify the accuracy of the reports
from the State and attendance sheets from each child to stay in compliance with
the procedure. Verification is done by site audits conducted by zone supervisors,
and paperwork audits are performed by Recreation Specialists and finance staff
once the paperwork arrives in the Safekey office. With the volume of daily
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transactions encountered in Safekey, it is just not cost effective for the
Department to expend additional manpower to review 100% of the transactions
that occur.

9. Different attendance days listed on Sign-In/Out Sheets and
Attendance Logs.

Safekey is currently following established guidelines and procedures when
managing Safekey records. Internal processes are also in place within the
Safekey unit for reviewing and reporting inaccuracies as they relate to sign-
in/sign-out sheets and attendance logs from the various Safekey sites. With a
manual process and the volume of transactions that occur each day, the
department recognizes that some margin of error is inevitable. Through
enhanced review procedures, training, and one-on-one supervision of site staff,
these errors are occurring less frequently.

10. Mo reconciliations to tie State Reimbursements recorded in SAP and
Rec Ware.

This is a department wide issue. The department is in the process of acquiring
new and approved financial software that will allow for the proper reconciliations
between SAF and Safar.

11. Refund checks mailed to addresses provided by customers over the
phone.

Appropriate department policies and procedures are in place to address the
processing of refunds requested over the phone. Safekey staff is currently
following the established procedures when customers request refunds over the
phone. Upon receiving a request for a refund over the phone staff verify the
attendance, the amount paid, and the Payee on record. Once all of the
necessary information has been reviewed, a refund request is then processed
based on the findings of the research. Safekey and Finance staff perform
verifications of the amounts paid that are requested to be refunded, and process
accordingly.

12. Refunds not consistently handled according to Safekey Policies and
Procedures.

Safekey staff is currently following established department policies and
procedures when processing refunds. Refunds are currently being consistently
handled in accordance with departiment policies and procedures. Verification of
this process is done through site audits conducted by zone supervisors, and
through paperwork audits performed by Recreation Specialists and Finance staff.
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13. Non-Sufficient Funds (NSF) Due and Subsequent NSF Collections.

NSF collections are being appropriately and consistently recorded in the SAP
and Recware accounting systems in accordance with department policies and
procedures; however, based on the limitations of our current software application
reconciliation is not possible. We are exploring other software applications and
believe that with a new system, the recommended reconciliation will be possible.
Procedures to tie NSF checks and NSF collections recorded in SAP to NSF
checks and NSF collections recorded in Recware will be implemented and
enforced when the new software is acquired.

14. Void Policies and Procedures need to be strengthened.

Policy and procedures have been strengthened as recommended to ensure the
validity of all voided transactions. As required by department policy, when voids
are necessary staff is instructed to write "Void” across receipt. The individual
voiding the receipt along with another staff person initial the receipt. The white
and yellow copies are then sent to the Safekey office along with a justification for
the voided transaction, with the deposit paperwork. Verification is done by site
audits conducted by zone supervisors and paperwork audits completed by
Recreation Specialists and finance staff. Unfortunately, with the limited staff
present at the Safekey sites, independent verification (other than the two
presently involved in the process) is not always possible. However, staff have
implemented the additional procedures described above to review all voids when
the paperwork is submitted to the Sunset Park Safekey office. Analysis of the
voids by site does occur and a more thorough review is conducted when a
pattern or unusual activity is noted.

15. Employees not following established Void Policies and Procedures.

Safekey staff is currently following established department policies and
procedures when voiding customer receipts. See statement above for specific
policy information. Processes and guidelines are in place within the Safekey Unit
to verify that procedures are being followed by the responsible staff. Additionally,
one-on-one weekly supervision by zone supervisors occurs to reinforce
appropriate procedures that are to be followed.
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