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SCOPE AND PURPOSE 
 
 
We have completed an unannounced audit of the $50,000 Change Fund (Account No. 0195) 
administered by the Municipal Courts Administration Department located at 1400 Lubbock 
Street, Houston, Texas for the period of July 1, 2003 through May 18, 2004.  Our objective was 
to assist management with the assessment of the adequacy of internal controls related to the 
change fund process.  Additionally, the audit evaluated compliance with Administrative 
Procedure (AP) 2-17. 
 
The scope of our work did not constitute an evaluation of the overall internal control structure of 
the Department.  Our examination was designed to evaluate and test compliance with 
procedures and internal controls related to the change fund.  This audit was executed in 
accordance with Generally Accepted Government Auditing Standards.  
 
Departmental management is responsible for establishing and maintaining a system of internal 
controls to adequately safeguard cash as an integral part of the Department’s overall internal 
control structure.  The objectives of a system are to provide management with reasonable, but 
not absolute, assurance that the change fund is used in accordance with administrative 
procedures and is safeguarded against loss. 
 
Because of inherent limitations in any system of internal accounting control, errors or 
irregularities may occur and not be detected timely.  Also, projection of any evaluation of the 
system to future periods is subject to the risk that procedures may become inadequate because 
of changes in conditions, or that the degree of compliance with procedures may deteriorate. 
 
 

CONCLUSION 
 
 
Based on the results of our audit, we concluded that internal controls over the change fund at 
the Municipal Courts Administration Department are adequate to provide management with 
reasonable assurance that this fund is adequately safeguarded, disbursed and replenished in 
compliance with AP 2-17, except for the finding presented in the body of this report and security 
related issues discussed with management.  
 
 
 
            
Dennis Frazier                Kenneth Teer 
Auditor-in-charge     Audit Manager 
 
 
 
_____     
Steve Schoonover 
City Auditor 
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The Municipal Courts Administration Department has a $50,000 Change Fund.  According to AP 
2-17, the fund should be used as turnover cash for daily transaction processing.  The Division’s 
Supervisor designates a Senior Customer Service Cashier to be responsible for managing and 
controlling the change fund in accordance with AP 2-17. The Senior Customer Service 
Cashier’s responsibilities, as listed in AP 2-17, include the following: 
 

• Maintaining log or sign-off sheet accurately  
• Verify that all contents of cashier draw balance 
• Reconciling the change fund daily 
• Maintaining adequate security over the change fund 
• Replacing any shortages not reported in a police report or resolved through disciplinary 

actions against another employee 
• Reporting losses or thefts through the Manager to the City Controller 

 
AP 2-17, entitled Cash Handling Policies & Procedures, outlines procedures for maintaining and 
reconciling change funds.  Section 14 established policies for verifying the change fund on a 
daily and quarterly basis.  
 
 

AUDIT FINDING AND RECOMMENDATION 
 
 
QUARTERLY VERIFICATION 
 
BACKGROUND 

According to Administrative Procedure No. 2-17, Section 14, for the 
purpose of reporting fund activity to the Controller’s Office, the Change 
Fund must also be verified at the end of each calendar quarter.  
Additionally, the Change Fund is reconciled quarterly using a Change 
Fund Reconciliation Form. 

 
FINDING 

The quarterly verifications were not conducted on a timely and consistent 
basis from January 2004 to the present.  The accuracy of the Change 
Fund must be verifed timely and consecutively for every quarter and 
reconciled on a Change Fund Reconciliation Form. 

 
RECOMMENDATION 

We recommend that the Department reconcile the change fund at the end 
of each quarter on a Change Fund Reconciliation Form and forward the 
form to the Financial Reporting Division of the Controller’s Office. 
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