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City of Galveston
Finance Department
Audit of Cash and Bank Reconciliation Procedures

Why We Did This Memo

On July 29, 2022, the Mayor and City Council approved the City Auditor’'s Audit Plan for
the 2023 fiscal year. The audit plan included a Financial and Compliance Policy Guide
(F&CPG) to examine and evaluate the implementation of Written Cash and Bank
Reconciliation Procedures and Controls.

What We Did

We audited the Cash and Bank Reconciliation Policies, Procedures, and Controls used
by the City of Galveston Finance Department for compliance with Governmental
Accounting.

What We Found

The City Auditor’s Office has no findings to report for the City of Galveston Cash and
Bank Reconciliation Procedures. The City of Galveston’s written Cash and Bank
Reconciliation Procedures were determined to be an impressive work product.

Office of the City Auditor

We would like to thank you for the opportunity to be of service to The City of Galveston
Finance Department. We look forward to working with the City of Galveston on your
Follow-Up Audit (FUA) for continued Compliance with Cash and Bank Reconciliation
Procedures.

City Manager’s Comment — The Manager appreciates the opportunity to review the work
and conclusions of the auditor. The enhancements evident in today’s processes and
procedures are reflective of a joint effort led by the City’s CFO and a team of exceedingly
qualified staff along with the Auditor’s office.




The City of Galveston

Bank Reconciliation Policies, Procedures, and Controls
Manual
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1.0
SUGGESTED POLICIES FOR BANK RECONCILIATIONS FOR THE CITY OF GALVESTON TO ADOPT

All bank accounts and their respective reconciled balances will be identified to the City Council on a
monthly basis. Appropriate descriptions should be used {e.g. Operating Account, Payroll Account, atc.} so
that City Council can quickly and easily identify each account.

City Council Approval
Date:

City Council Denial Date:

Previously Approved Date:
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Procedure 1.1- Reconciled Bank Balances

This procedure applies to all bank accounts held by the City of Galveston. A one-page summary of all City

of Galveston bank accounts showing each account's reconciled general ledger balance , is available _—{ Deleted: should be

monthly t¢ all City Council members. Frequent bank reconciliations are essential to prevent fraud and

L

ensure that the City of Galveston funds are handled with fiscal and fiduciary responsibility. This summarv,/[nolnml: shall be

iznamed “Bank Reconciiiation Summary” and filed in a central file where City Council can review it at their
convenience,



‘Bank
1—.

| Fromt Bank - Demand Account [1154)
Frost Repuchase Agreement mEe— " C.008
otal Bank Balance ,057,046.28 |
|Dutstanding checks: Jd
Unpaid Health Insurance checks Frost 0.00
Unpaid Commercial checks Frost {874,770.05),
Unpaid Payroll checks Frost (26,319.01
Total O/S Checks
Deposhs In Transht:
Adjusted Bank Balance

Frost Repurchase Agreement 101019 0.00
| Demand - Frost Acc: 101600 5,903.473.84 5,903,473.84

48023
March 730.20
Mareh 8.00
March (1984 11}
.1Fees current March 31,870.88
|Online Deposit Variances e 163.61
|Duplicate pasting; need to reverse Deatra {2.929.74)
|ACH {Duplicate postings; need reversals) Deatra {860 46)
l ;E Caghisr
Merchant Fees Focus 3918 12305080 March 195.1
[CITY MARSHALL #3236 BANK FEES 12305081 March 147,78
[GPD 9468 BANK FEES 12205084 March 968.54
Parks and Recreation
PARKS & REC GATEWAY FEE March 38.70
PARKS & REC #7001 MERCH FEE March 263.66
February Merchant Fees March 7.825.83
Ad Valorem variance  Mihis .
'AIRPORT #6750 BANK FEES 12305088 March 148.93
EWIRE TRAMSFER P21 TERM EMP CONT 12305129 March 24,793.60
[MUNI COURT #0037 BANK FEES 12305118 March 1,651.95
(FEB'Z3 ONLINE PLANNING PMTS/FEES 12305113 March {69.681.87)
Pub Works Merchant Fees 9630 12305085 March 1,408.83
|IDC BANK TRANSFER - FEB RECON 12305108 March 32,555.94
Total February variance 26,926.28 26,926.18
| Total March variance =
{Adjusted GL Batance
Propared BY: Jowmmg i Tacedy #/21/2083

Reviewad By:




Example: Bank Reconciliation — Investment Accounts

Variaecs

City of Galveston
3 Baok Reconciiation
. Investment Accounty
- - nmmrmemm%r%ggw
fBank < ral - - Bonh Avetd | Bajanca 3
US Bank lmvestments (12 Accts}
Serist A Ciey HOT Debt Ser Acst 41810027
Seriey B Venun HOT Debt $orvine Acet 47759900
Series A City HOT Diebt Servics Sumsonal 142.108.40
Seqies B Vemus HOT Diebt Ser Sensna) Ritng Accoam 24185178
Series A Surplas Acceust 68526915
Sevies A City HOT Acoounr 3089927
Series B Ve HOT Acooum 2335
Serim A City HOT Debt Servios Reser Acct L.0B1,687.30
Series B Vere HOT Dbt Ser Reserve Accoust LOSEA06 26
Serios A Oporaiing Acct .
Sones A Gperuting Resorve Account 159.999 98
Serin A Capital Acomnt 400,000 48 5,026,134 64
Prost-Safe ks eping of bovesmuniy 30,000,000 00
TeaPool - (141923} 39.479.196.96
TeaPosl Prinw - (181422) 2T.315.114.4%
TeaPool - (102000 1013224334
TexPual Prims - (101828 1167938340
LOGIC -{18192T} G592 408 %0
ngton Trast - Bayslde st PID (Revenus Bopd Series 2014) 3 socoumty 2,155.173.54
| Tots] Bank Batance: 2137, 7958
De poskta in Trasir:
RCVD DECEMBER £ Y22 STATE HOT FUNDS (12303093 Texpool Lnvesmonts. {307.54).50}
RCVD DECEMBER € Y22 STATE HOT FUNDS (J2305043) Toms Prioe lsvestmonts 140050
o
Onat taseling D buwrvene non;
|Adjmsed Bank Balance 261,399,308.67
HALANCES PER GENi
Aot Niww - i G, Asst 1
US Baok Investmenn. [olae 5,006,184 &4
Investmenes at Par Lo1022 30,000,334 00
Texpoo] lavesments 101023 59786740 4o
Texas Torm Lnvesunent. 101025
Texas Prime Lowestments 19103t 2720153498
LOGIC Lirvesarmots 101027 65,292,405 30
Texpool Prins lavestants {1I0C) 101028 1167832040
“Teopoed Investments (IDC] 101029 10052240
Wikingion Trest 101030 2.160.023 54
[Total Groeral Ledger Balance:
Outstanding [Haburs emends:
RECORD FYMT OF TRUST FEES [F L E o]
Adjmird GL Balance 181 78536




Example: Bank Reconciliation Summary

Bank Reconciliation Sumnmary
For Month Ending Fabnua vy 2021
| Frost St Froat Bimt
Activity -Depl | Activity - " -
Cash Race] OT - January |Gn Aseas 191800 hects Dumund hect Ow% Fo AT Fa Oiflararacs
T 7 T <3 O VI BT

Health insuranca (1189)

[Payroll Disbursed Chachs {1162)

I Total Disbursements

(Cash Recsipts Less Disburmamants
G/L and Bank Simt Totsls (All Bank Accoysts
Oiferencs

r —_—
[ Disburmments Accts | D ot | Ovenjuns
[Vendor Chechs Isued/Pald {1170} 1 B 103 547 , 25 OB T =
! T _ 12 ;. 12000 8y
LR IR 390072046 |Vve e 03
RE
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OVERVIEW

GGESTED POLICIES FOR BANK RECONCILIATIONS FOR THE CITY OF GALVESTON TO ADOPT

The ity Contraller develops and maintain: documented procedures for reconciling each bank Daleted: Finance Director
account held by The City of Galveston to ensure:

Daleted: wil

1. Allreceipts and disbursements are recorded.

2. Checks are clearing the bank in a reasonable time.

3. Reconciling items are appropriate and are recorded timely,
4

. The reconciled cash balance agrees with the general ledger cash balances.
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Procedure 2.1-Reconcile Unmatched Items

This procedure provides that the Finance Department works together with the cashiering locations and
departmental managers to identify and resolve reconciling items on a timely basis. Any unmatched

book/bank lines or other reconciling items are corrected on the City of Galveston’s financial statements _—{ Deleted: will be

as necessary, All unmatched items are researched and identified before the reconciliation is completed

e -"’{Formamd: Underline, Font color: Red

These items are marked as to when the items will be resolved and cleared from the reconciliation,

¥

Bank account reconciliations gre prepared by a reconciliation accountant (Preparer) and approved by a ___,.--r{_ Delated: will be

Finance Department Manager (Approver). Their signatures on the bank account reconciliation summary

£onfirms that current procedures were followed, and that the reconciliation accurately presents the status /[ﬂlcud: will

N S

of the account at the bank and the general ledger,
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Procedure 2.2-Checklist Reconcile General Ledger to Book Balance

This procedure is a checklist once the month-end bank statement arrives to reconcile the general ledger
ta the bank balance with the following seven steps:

R

The City of Galveston creates a new Excel book every month for each bank account. The first page
of each book has a tab for procedures/instructions.

Check off all issued checks that have cleared the bank on the bank statement. If any check
amounts the bank listed differ from those listed in the general ledger, make a journat entry to
correct the bank balance. All checks not ¢leared should be listed on the bank reconciliation as
outstanding. Any checks not clearing within two months should be identified as "Old
QOutstanding.”

Check off all deposits that are listed as having been received by the bank on the bank statement.
If any deposit amounts the bank listed differ from those listed in the general ledger, make a
journal entry to correct the bank balance. All deposits not clearing should be listed as deposits-
in-transit on the bank reconciliation.

Make a separate journal entry for each special expense or revenue item on the bank statement,
such as a monthly account processing fee.

Record in the accounting system any manual checks not previously recorded but are listed on the
bank statement as having cleared the bank.

If all items reconcile and the bank statement still does not match the general ledger, the only
remaining possible solution is that the beginning bank reconciliation was incorrect. If so, verify
that the previous month’s bank reconciliation was completed correctly.

When the reconciliation is complete, store it with the bank statement in a bank statement file for
the current year, which should be sorted by month.

Review all journal entries resulting from the bank reconciliation, determine which ones were the
result of transaction errors, and meet with the accounting staff to determine remediation steps
to keep these errors from occurring in the future.



Procedure 2.3

Example: Bank Account Reconciliations Activity

Activity

Preparér

Ensure all transactions for General Ledger and subledgers are
entered.

{

2.3

Appl;over |

! Identify balance sheet accounts to be reconciled and the source
| documentation to reconcile against.

Review the account balance from the general ledger with source
| documentation based on the reconciliation type.

Identify reconciling items.

Approve Bank Reconciliations.

Request additional support for reconciling items if necessa ry.

Provide additional information/ justification for reconciling items.

Determine if an adjusting entry is necessary. If yes, post adjusting
entry to the appropriate Subledgers of General Ledger as
necessary.

Add any additional comments to support the reconciliation, if
Necessary.

Verify the General Ledger account balance and supporting
documentation reconciliation.

Sign off/ approve the bank account reconciliations.

G KKE K&




Example: Bank Account Reconciliations Procedures

Weility Billing Rexnn Procedures

Bank Recon: 5/Accouniting/Bank Rectn/FY/MonthySupparting Vel Billing
L Qpena previows month/Save as-urment menth you are working on
2 Deposits”tab
o Highlight Colurmng B8:C8-33/ Clear Contents / E8-£38 clear contents/Do nat dear “Totas" columns
3. “Onlise”tab
+  Hightight Columns C17-117/ Clear Contents / MIT-TI7 dear contents
s Clearcontents in "Frost”, "ACH-Demind”, and “Barner” tabs

Cusiomer Seevica will give you their Daily Cash Reconciliation paperwork on a daily basks. Compare thi information Lothe Cusl Customer Payment History Report (below)
4. Login to Cusi { Reparting / Histary Reports / Customer Payment History { From 1/1/20to 11120 Preview / Print last pags fWirice the date ontopof page / Run for each dry {See example A)
¢ Compare Customer Payment History Report { See exemple B) with Daily Cash Reconciiation isee exomple €] f Put a check mask by ¢ach amount
* I the total from Daily Cash Recon doesn't match Customer piyment Historny-put correct amount next to amount listed and write “Cusi® abave it

5. Daily Cash Reconciliation
*  Matchup any NSF, Adjustments, or Miscwith Posting Totals-Condensed {highlight) / check off an Daily Cash econ

& Lndlity Billing Werkbook-Get your totals from Cus| Customer Payment History
+  "Deposit” tab{Columa B} / Cah f Enter total irom dupont (Cash)
*  Column C{Chedks AL, frost] / Enter total from repart / youwill have 3 totals in this colume / list them all (add =10 sum up)

L "Online” tab
+ Columa C-G/ Erter total from Cusi Customer Payment History Report / for eadh day
o Columaf HSF i "Returs” Entes From Daily Cash R 3ilation pap vk {Cussomer Service] fEnter as a negative nursber fist each smount individually (example 3650 =-25+25+400)

* Columnl -Enter From T-Tech Report (rom Customer Servine)
& TTechRaports (from Custorner Senvies}/ Enter TTech [online checks) in Column T

9. CUSI-Run Repoming f History Reports / Customer Payment History / 1/1/20 - 1/31/20  Repon Fype: Sumemary / Praview
#  The totals should match totals lrom Row 45 { Deposits) tab and Row 52 {Online} tab [see example D)

10: Frost Bank $: Accounting/Bank $ JFrost/ 1200 Uity Billing / Print Statement
* Uke Suternent o enter columas MNGRS
#  Use Statement to enter column € ("Deposits” b}
#  Copy Statement and paste in *Frost” tab/ Highlight f sort by Text/ Add totals at bettom of page {Columns 1)

1L Foaus$i =S ing/Bank fFocus fUniliny Billing 0032
= Use Statement to enter cofumns Gand P
*  Column E45 should match D49

L2, CUS!-Run Reporting / Finandal Repodts { Bateh Totals o each diry {11120 - }1/20) f Find “TRF* /1 TRE displays, print the page that shows all TRF
= TRF -youwilladd each TRF to the category listed J examgle: Check [18.02) / Add to Chedks {Depoaits) tab fod that day / As a negative number [ see example €

T-Tedh - Run Reports / Reports Listy Semdement Bitches by Detail Dutef Proceedy Excel Format/Print-Save a5 $:Bank {Moath/Supporting D

B. Mk signfdate all of the Daily iligtion and TTech paperwork. Give box to Tammy when finished



2.4

Pracedure 2.4-Checklist of Additional Issues for Performi Reconciliations

This procedure serves as a checklist of additional issues that may arise while performing bank
reconciliations.

1.

Identify all reconciling items and the separation of those items into timing differences ii.e., those
that will clear with the passage of time], such as “Old Qutstanding Checks.”

If a check remains un-cashed for three years, the Accountant prepares a “Report of Progerty ,_ﬁ-/-L Deleted: one

Presumed Abandoned Report.” According to State Comptrailer, you cannot treat as apandoned
until 3 years.

Unposted receipts are investigated if outstanding for more than 30 days, The Lity Contraller d_-{ Daleted: Finance Director

works with the appropriate staff to resolve unposted receipts.

The Finance Department compares the current-year ending cash balances with the next-year
beginning balances and reconciles any discrepancies at the end of each fiscal year.

The Finance Department voids and reissues checks as necessary and records the replacement

-

check number and date drawn for the wrong vendor or wrong amounts. Documentation is signed /[ Formatted: Not Highlight

off by Controller, Deleted: Finance Director/

\[ Fermatted: Not Highlight
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Procedure 2.5-Checklist of Adequate Segregation of Dutles
This procedure offers a list of bank reconciliation duties that must have adequate segregation among
those who reconcile bank accounts and:

¢ Collect accounts receivable.

s QOpen the mail or copy the check received.

¢ Prepare deposits.

* Deposit cash receipts.

¢ Post cash receipts to the receivables sub-ledger.

* Review the receivables sub-ledger.

e Review the receivables aging trial balance.

»  Authorize write-offs of delinquent accounts.

* Independently investigate receivables discrepancies.
e Maintain or authorize receivable adjustments.

o Edit the receivables master file,

s Investigate discrepancies or issues related to revenue,
o Review, authorize or sign checks,

s Initiate checks for expenditures.

o Prepare checks.

+ Mail checks.

+ Edit the vendor master file,

* [nvestigate discrepancies or issues involving expenditures.

Al

Delated: <#>Open the mail or copy the check received

)

Delated: <=9

<#>Bank statements are received and reviewed by other
responsible individuals before being submitted for
reconciliation to the individuals who will actually
reconcile the bank accounts

Deleted: <#>.9

L—




2.6

Procedure 2.6-Checklist of Adeguate Procedures to be Performed by the Finance Director
This procedure allows for analytical analysis to be addressed by the Jity Controlier . -E Deleted: Finance Director/
e,
1. Obtain explanations for significant account variations from the prior period. “{Formamd: Not Highlight

any

2. [assess the reasonableness of cash balances in light of your understanding of the government's E S matted Undevie

activities and current operating results. Consider amounts held for other governmental units, such | Deleted: <#>Inspect the bank statement for erasures or
agndustrial Development Corporation, alterations and determine the clerical accuracy of the
e Fra il s statements totals. 4
3. Consider the need to inquire financial institution officials about or confirm federal depository \‘[ Delated: <i> The City of Galveston 1
insurance coverage. ”

4. Consider the need to determine that collateral pledged, if any, to secure the deposits were
adequate at various times during the year.

5. Trace deposits in transit per the bank reconciilation to the deposits in the subsequent bank
statement, noting the reasanableness of the time period book and bank recordings.

6. Inspect selected canceled checks that cleared on the subsequent bank statement. Trace checks
dated before the balance sheet date to the list of cutstanding checks.

7. Inspect the dates on which checks cleared the bank. Investigate any large or unusually outstanding
checks that cleared the bank. Investigate any large or unusual outstanding checks that cleared on
the subsequent bank statement but took a long time to clear and/or outstanding checks that did
not clear. Also, inquire of whether any check drawn before the balance sheet date was released
after that date or is being held. Consider whether such checks should be classified as accounts
payable.



2.7
Pri re 2.7-Interhank Transfer

This procedure gives guidance to the Finance Director that all interbank Transfers are properly accounted
for:

Prepare a schedule of interbank transfers for three {3} days before and after the balance sheet date and
perform the following procedures:

1. Determine whether transfers between each bank account were recorded in the same period
(that is, all transfers made before the end of the period were recorded in each bank account
before the period ended, and vice versa for transfers made after the end of the period).

2. Determine whether transfers are not clearing the bank in the same accounting period they
were initiated and are properly reflected as reconciling items on bank reconciliations.

3. Determine whether transfers were made from accounts for which transfers are prohibited by
funding sources or the City of Galveston,

4. Review Bank Statements for interbank transfers made at various times during the year and
investigate unexpected transfers.

—

Deleted: Park Board




Example; Bank Account Transfer Form

Bank Transfer

CDBG DISASTER TDHCA

Request Date: - 3

From: To:
ltem # NEIGHBORHODD STABILZATON Wi Frost Demand Account  AEENEND
1 Amount: Amount: $50.00
| Frost Demand Account AR
2 Amount YT Amount [ sood

Frost Demand Account (NG
3 Amount Amount:
I
Frost Demand Account (RN
4 Amount Amount:
Frost Demand Account NN
s Amount Amount
i
]

8 Frost Demand Account NS
Amount: $0.00) Amount:
Refersnces 55_0 Corelogic Solutions refund to be retumed to demand.

Confirmation #

Date:

By:

Prepared by:  Cameo Gibson




2.8
Pr I - Bank Account Closur:

This procedure furnishes direction when bank accounts are closed during the accounting period. For bank
accounts closed during the accounting period, the Finance Director documents this closure by tracing the
authorization to the City Councilh’ainutesl. 4

Commantad [TJ4]: Why would we need Council
authorization to close an account?




2.9

Procedure 2.9- Balan mm ation with

This procedure addresses the Finance Department’s need to know the bank’s current checking account
balance.

Jhe City of Galveston has direct access to its account information through a website banking portal. This

access is free and requires no other special software besides an Internet browser. The more advanced
sites allow The City of Galveston to download check images, initiate wire transfers, and move funds
between accounts.

Deleted: The most common way to find out is to call the
City of Galveston bank representative. This is a slow and
sometimes inaccurate appraach since the representative
may not be available or misread the screen’s information.§
A more straightforward approach is to provide




2.10

Procedure 2. 10-Posting In-Coming Checks Payable to the City

This procedure tackies avoiding delays in posting incoming checks made payable to the City of Galveston -

as the payee. Although this procedure is not directly connected to the bank reconciliation, it helps to
prevent a real bottieneck problem in the accounting department if employed at the time of the bank
reconciliation process. This problem could result in a iengthening of the time interval before the checks
are deposited at the bank, resulting in lost investment income.

Deleted: Park Board

When there s a sudden influx of incoming checks payable to the,City of Galveston, the accounting staff -{ Deletad: Park Board

may require an extra day to post them all against the accounts receivable database. This delay can also
occur when the payments being made are slightly different from the receivables they are paying, requiring
some delay while the differences are reconciled.

To avoid this problem, the accounting department makes a photocopy of incoming checks as they arrive
$0 that postings can be done from the copies rather than the original checks.

This allows the deposit to be made immediately rather than later. The main problem is the danger that a
check will not be copied or that the copy will be lost, which results in a missed posting to the accounts
receivable database. This problem leads to downstream collections and research problems involving
backtracking to find the missing checks. However, it is avoided through proper reconciliation procedures
that match the total number of copied checks to the total number of actual checks and the total dollar
amount posted to the total amount on the copied checks.




2.11
Procedure 2.11-Mailstop Numbers

This procedure is about allowing the City of Galveston to use Mailstop Numbers. In a well-organized
mailroom, incoming letters are opened, sorted by the recipient, and distributed throughout the
organization in an orderly manner. This is not optimal from a cash flow perspective since mail processing
can add multiple hours to the cash-receiving process, which can delay cash deposits at the bank until the
following day.

To reduce this delay's duration, the City of Galveston gncourages all payors to remit their payments via

Deleted: should ider having all payors remit their

several forms of electronic payment methods.

Jhe accounting department person who receives the checks from the mailroom staff itemizes the

incoming checks and then forwards them to the appropriate Accountant for recordation.

payments to a specific mail stop number. They include the
mailing address on their payments to the accounting
department rather than including them in the normal letter
distribution process. This process acceleration can result in
faster incoming check deposits, increasing investment
income earned,

>
Deleted: The problem with this best practice is that it

sidesteps a standard cash control: having the mailroom staff
create an itemized list of checks received, which is later
compared to the amounts recorded in the accounting
records. This control can be transferred to the accounting
department person whao receives the checks from the
mailroom staff by mail stop numbers; this person can
iternize the incoming checks and then forward them to the
Finance Department for recordation,

Formatted: Mot Highlight ]
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Procedure 2.12-lockboxes
This procedure is about collecting the City of Galveston funds through specifically identified lockboxes.

This is a perfect procedure to follow since receipts from a particular area in the City of Galveston could be
given to the wrong accounting person for further processing and causing delays in transit to the bank. Jhe

—=1 Deleted: it would be necessary for accounting department

City wses a single electronic lockbox 1o receive PID 2ssessments which are recorded via a iournal entry by staff to open the lockboxes in teams and prepare a log. This
A log of all receipts would later be compared to the deposit
a designated Accountant.

slip sent out by the accounting department to ensure that
all receipts have been deposited. This is a non-value-added
| step, though providing somne control over receipts
t processed directly by the City of Galveston is necessary,

1 Formatted: Underline




2.13
Procedure 2.13-Managing Cash Flow

This procedure involves the individual in charge of managing the City of Galveston's cash flows, which
should always try to retain cash for investment purposes. A legitimate way to retain cash for an extra day
or two is to use controlled disbursements. This best practice is based on the principle of mail float, which
means that one can print and immediately mail a check to pay for an invoice on its due date. The payee
can receive and cash it, but the check will not clear for a day or two longer than was previously the case,
resulting in extra time during which the City of Galveston still controls the funds. These extra steps can

_—1{ Dalated: Park Board

give the City of Galveston the capability to keep virtually all of its excess cash in investments, extracting
only the bare minimum each day to be covered for immediate cash requirements. Thus, controlled
disbursements allow a company to retain its cash longer and use the new off-site bank account as a zero-
balance account. Both of these actions can significantly increase the amount of the City of Galveston’s

_—{ Deleted: park Boara

operating funds on hand.

One problem with a controlled-disbursements account is that the amount of additional float made
available through this method is gradually shrinking. The Federal Reserve Bank graduaily eliminates those
pockets of inefficient check clearing throughout the country to pericdically change the bank's location
that it uses as its check-clearing point. Eventually, the longest additional float time to be gained by this
method will probably be limited to a single day. Also, the concept is one of the most expensive bank
services. Consequently, the cost must be carefully calculated and offset against the City of Galveston
projects to ensure a worthwhile implementation project.




2.14
Procedure 2.14-Negotiations for Faster Incoming Check Availability

This procedure consists of negotiating faster deposited incoming check availability for the, City of _,-—-{Duleud: Park Board

Galveston. One of the standard tricks used by banks to create a larger store of funds that they can invest
in is to delay the availability of money from deposited checks. You can see delays of as long as five days
for some checks, even though the checks may have cleared much sooner. As a general rule, if checks are
not clearing the bank within two days, it is time to negotiate with the bank to reduce the amount of float
it takes or switch to another bank willing to make money available within a shorter time frame.
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rocedure 2.15

This procedure comprises the use of zero balance accounts. Zero balance accounts are automatic fund

mobilization accounts that ensure the [ity of Galveston has enough funds to cover its obligations. This ___,--‘[Dalatcd: Park Board

prevents the City of Galveston from bank penalties that are considerable for not having sufficient cash on

hand to cover obligations and allows the Cjty of Galveston to earn investment income on their money for ;f{_oemed: Park Board

as long as possible. it saves the City of Galveston the task of monitoring the rate at which checks are being
cashed, guessing when checks will be cashed, and using all sorts of time-consuming non-efficient
averaging methods to reasonably guess how much money should be left in the non-investment account.



2.16
Pr 16-Elimination yltiple Approvals

This procedure uses the elimination of multiple approvals for efficiency. A typical problem, when inteim
financial statements are produced is to have employees wait for approval before they are allowed to
complete their tasks or pass along work to other employees, who cannot begin until the approvals are
given. When there are too many approvals to obtain, especially in areas where the approvals are not
needed, the interim financial statements may not be ready on time. The Finance Director of the City of
Galveston should investigate processes in which approvals are not needed and are slowing down creating
of the City of Galveston’s interim financial statements.



Procedure 2.17-Table

Account Setups

Lockbox Mail Stop Lockbox
|
Consolidation |« . o
o Account Account
Investment |« »
Account Main Bank Account

Zero-Balance Controlled
Payroll -+ #| Disbursement
Account Account

To Employees To Suppliers
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Mail Stop




Control 2.18-Finalizing Bank Reconciliations
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Deletad: This cantrol represents the bank reconciliation,
which is the central control over cash from the perspective
of issuing interim financial statements since it verifies the
cash balance and detects additional exp The

is:]

Complete a preliminary bank reconciliation a few days prior
to closing the City of Galveston books before month-end.
Then, finalize the bank reconciliation after the interim
financial statements are ready to be approved by the CFO

| and presented to the Board of Trustees

E Deleted: .9




2.1%

Control 2.19-Check Stock, Supporting Documents, and Check Signers

This control itemizes manual cash disbursement controls, in which there is extremely tight control over
the check stock, supporting documents, and check signers, Controls are as follows:

1

2.

9.

10.

Secure th ck Stock. Al check stockis stored ina securedarea, e Deleted: All check stock will be in a locked storage 1
cabinet. The combination of the storage cabinet's lock
Track Check Stock Numbers. Tre City's financial system electronically generates check numbers. will not be in a public location.

Formatted: Underline, Font color: Red

Verify That all Check Stock Ordered Has Been Received. wince the City's financial system II".

electronicaliy generates checks and check numbers, the City purchases non formatted check 1'.5'
stock.

Segregate Check Signing Duties. f77? ) i
\

Avoid Signing Blank Checks, The check signers do not sign a blank check under any circumstances. | |
i

Compare the Check to Voucher Package. The check signers review the backup informationinthe | | ¥ Deleted: The CFO will compare the number of checks
voucher package attached to each check, compare the dollar amount of the voucher package to '||I' ordered to the number that arrives and notify the bank to
the amount being paid on the face of the check, and bring unauthorized payment instances to the cancel all checks having missing check numbers,

Deleted: The CFO will retain in a secure location a list of
all check numbers used that is separate from the check
stock storage area and update this list promptly
whenever new check stock is used. The CFO will
investigate promptly when check stock numbers are
missing,

\

Formatted: Underline, Font color: Red

g Y TS W

attention of the finance Director/Controller. ) I". Formattad: Underline, Font color: Red ]

P Deleted: The check signer will not be responsible for or
Perforate Voucher Package. L- [ have access to any other accounting activities.
Destroy or Perforate and Lock Up Canceled Checks,, All canceled checks will be perforated with Formatted: Font color: Red _]
the word ” YOIDT, noted on a log and filed appropriately ) Deleted: The voucher package will be perforated with

. . the “Paid” stamp once the associate payment has been

Fund Bank Account to Match Issued Checks. The Controller funds the checking account oni sent to the vendor to ensure that the voucher package is
an amount sufficient to cover checks identified in the check register. not used again as backup material for another payment. |

-
Daleted: All canceled checks will be perforated with the |

Segregate Bank Reconciliation Duties. 1???— - l_ word “Canceled” and stored in a locked cabinet J
Formatted: Underline, Font color Red ]

Deleted: CFO ]

Formatted: Underline, Font color Red ]

Deleted: The person reconciling the bank accounts will
have no responsibility for or access to any disbursement
functions.




2.20
Control 2.20-Check Payments

The following controls provide additional control over check payments, they are:

1. Secure Signature Plates. The accounting department is prohibited from using signature plates
and signature stamps when processing check payments,

Deleted: The accounting department will store signature
plates and signature stamps in a locked safe at all times

other than when check printing is being conducted.

Formatted: Underline, Font color: Red

all checks gxceeding §25,000.

2. Reguire a Manual Signature on Large Checks. A senior fxecutive must review and manually sign

Deleted: manager

3. Use Positive Pay. The accounting department sends a list of issued checks to the City of Galveston

Formatted: Not Highlight

bank, which the bank shall use as the basis for accepting checks.

Deleted: 10

Formatted: Not Highlight

SETE0




2.21

Control 2.21-Basic Check Handling

Basic

1

check handling controls are as follows:
L N

incoming checks with a “for deposit only” stamp.

Employees opening mail {mail stop numbers) stamp ]

Daleted: <i>Several Staff Open the Mall, Two

employees will open the mail (mail stop numbers)
together and verify the checklist report’s contents
mutually

.} i The Finance Department applies cash to open accounts receivables

within one day of the receipt of the associated check.

3

|
_j

Deleted: <#>.9

W

Deleted: <#>Review Restrictive Endorsements. The

3. Review Unapplied Cash. The Finance Department promptly contacts Payors of incoming checks g —— -
ity of Galveston regarding the proper disposition of cash receipts when there is no Finance Department will eeview checks for restrictive
to the City o : i & 1 prop . P X p endorsements and forward any such checks to the legal
information regarding the invoice number to which they are to be assigned. staff before cashing them.
TN
4. Review NSF Checks. Jhe Finance Deparlment contacts payors of NSE checks to cure their Delated: <>q )
payments immedistely, w ] Deleted: The Finance Department will route
nonsufficient funds (NSF} incoming checks to the legal
5. Review Metrics. The Controller reviews metrics for the presence of decreasing cash to total depantment for further action. )
current assets and investigate possible skimming issues if these conditions are present. Formatted: Underline, Font color: Red ]
6. uire Cash Aj tion S 0 Take Vacations. Jhe Finance Depariment encourages all the _—{  Deleted: The Finance Department will require the cash

cash application staff Lo take their earned vacation days each year,

application staff to take the full amount of their earned |
vacations each year.

Formatted: Underline, Font color: Red, Not Highlight ]

Formatted: Underline, Not Highlight

)
—

Formatted: Underline




2.22
ntrol 2.22-Computerized Check Handiing Controls
Computerized Check Handling Contrals are as follows:

1. Restrict Software Access. The computer system restricts access to the cash receipts system
to authorized users.

2. Pre Check Pr : | il {prefer: mail stop numbers) logsa
list of checks received throuah the mail, called a depesit memo log, and enter this information
into the compiiter system,

—

3. Jhe Finance Department works with various
departments to periodically contact custemers regarding conversion to eleciranic payments.

stop numbers) will prepare a list of checks received
through the mail, calied a mail checkiist, and enter this
infi tion into the p system,

Formatted: Underline, Font color: Red

Deleted: The staff opening mail (preferably from mail J
J
4

Formatted: Underline, Font color: Red, Not Highlight

Formatted: Underline, Font ¢olor: Red

&

Deleted: <i> ]
loutnal. The accounting department will run a report
comparing checks listed in the cash receipts journal to
the mail check prelist and investigate any differences.q
<#>Mal ittan: n
Receipts Journal, The accounting department will runa
report comparing checks listed in the cash receipts
journal to the mail check list, as well a5 to remittances,
and investigate any differences,

J
Deleted: <#>q

Deleted: <#>The CFO will periodically contact

customers regarding conversion to electronic payments.

Formatted: Underline, Font color. Red j
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Control 2.23-Lockboxes
The control for lockboxes is as follows:
1. Reconcile Lockbox Remittances to Cash Receipts Journal. Lhe Finance Department reconciles Deleted: The Finance Department will obtai:the cash
the electronic logkbox payments with the overall bark reconciliation process. receipts journal for the date associated with lockbox

remittances and check copies forwarded by the bank,
match the report to the received items, and investigate
any differences.

Formatted: Underline, Font color: Red




3.0

SUGGESTED POLICY FOR BANK RECONCILIATIONS FOR THE CITY OF GALVESTON TO ADOPT /| Deleted: ED

The Finance Department will notify the City Council as soon as possible of potential shortages or problems
with the submission of the reconciled bank account balances.

City Council Approval
Date:

City Council Denial Date:

Previcusly Approved Date:




3.1
Procedure 3.1
This procedure requires the Finance Director to notify the City Council upon completing monthly bank
reconciliations of any potential cash shortages or problems in a time period not to exceed three days.
Bank reconciliations are to be completed monthly.



	FCPG2023-2 COG Bank Recon db
	Bank Recon Tj

