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Executive Summary  

 
 
As part of our annual Audit Plan approved by City Council, we conducted an audit 
of the Finance Department, specifically Accounts Receivables.  The audit 
objectives, conclusions, and recommendations follow:  
 
Determine if Accounts Receivable are properly reported and managed 
including collections and bad debt allowances. 
 
Accounts Receivable are not properly managed including collections and bad debt 
allowances. Finance and City Departments do have effective procedures that 
ensure recording of manual journal entries are accurate and supported. In addition, 
controls are in place that ensure requests for refunds are properly authorized and 
adequately supported.  
 
However, we observed opportunities which include an overall lack of 
documentation support for the creation and modification of customer accounts. In 
addition, we identified lack of documentation support for the City’s customer 
account receivable collection efforts. City departments use inconsistent 
methodology for the estimation of allowance for doubtful accounts compared to the 
City’s administrative directive.   Finally, SAP user access to accounts receivable 
transaction was excessive. 
 
Finance Department Management agreed with the audit findings and has 
developed positive action plans to address them.  Management’s verbatim 
response is in Appendix B on page 7. 
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Background  
 

 
The Billings and Accounts Receivable Section of the Finance Department is 
responsible for the oversight and management of the billing and collection process 
related to accounts receivable.  An account receivable is money owed to the City 
by customers who purchased goods or receive services in advance of payment. 
Administrative Directive 8.4 Financial Management of Accounts Receivable 
outlines citywide guidelines and related internal controls for management of 
accounts receivable and collection of City revenue.  
 
The City of San Antonio’s primary system of record for financial reporting is SAP. 
The City’s goal is to maintain one centrally managed account receivable system 
and master customer database. The Finance Department is responsible for 
maintaining the SAP customer master records database, process request for 
additions, deletions, and changes to the customer master database. SAP is used 
to maintain customer information, create sales orders, change/display sales 
orders, create billing documents and review customer aging. 
 
The collection process is a collaborative effort by City departments and the 
Finance Department. City departments collection efforts include phone calls and/or 
dunning letters on delinquent customers at 30, 60, and 90 days past due. Complete 
documentation of good faith efforts to collect monies due to the City is necessary 
and should be maintained at the department location.  
 
An allowance for doubtful accounts is maintained. The allowance for doubtful 
accounts is the portion of accounts receivable estimated to be uncollectible based 
on aging and other factors. When all attempts for collections have been executed 
and the determination is made that an account is uncollectible, the account 
receivable will be moved to a write-off general ledger account. 
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Audit Scope and Methodology  
 

 
The audit scope was Fiscal Year 2021.   
 
We interviewed Finance Department staff to obtain an understanding of the 
account receivable process. We also reviewed policies and procedures governing 
these processes. Testing criteria primarily included City Administrative Directives, 
and the SAP User Guide for Customer Master Maintenance.   
 
Our testing included a review of a sample of customer accounts for appropriate 
creation and modifications. We reviewed a sample of manual journal entries to 
determine if they were appropriately supported, accurate and performed timely. 
We also reviewed a sample of account receivable aging accounts for required 
collection efforts and documentation support. We reviewed the methodology for 
establishing the allowance for doubtful account receivables. Finally, we tested a 
sample of write-offs to determine if departments followed city requirements.  
 
We relied on computer-processed data in SAP, the City’s accounting system. Our 
reliance was based on performing direct tests on the data rather than evaluating 
the system’s general and application controls. Our direct testing included using 
SAP to obtain account receivable, aging of account receivable and write-off 
balances. We also reviewed SAP user access roles for appropriateness. We do 
not believe that the absence of testing general and application controls had an 
effect on the results of our audit. 
 
We conducted this performance audit in accordance with generally accepted 
government 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. 
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Audit Results and Recommendations  
 

 
Finance and City Departments have effective procedures that ensure manual 
journal entries used to transfer financial information to SAP are processed 
appropriately. We reviewed a sample of 51 manual journal entries totaling 
approximately $610,500 and determined they were accurate, adequately 
supported and recorded timely. In addition, we reviewed 20 refund requests 
totaling $152,833 and determined they were properly authorized and supported.   
 

A.  Customer Master File Support 
 
Finance and City Departments did not retain support documentation for the 
creation and modification of customer accounts. We reviewed a sample of 60 
customer accounts for required documentation support. We determined that 9 out 
of the 60 customer accounts did not have a customer master maintenance request 
form or other documentation which supports creation. We also reviewed a sample 
of 34 customer modifications and determined 32 did not have the proper 
documentation support.  
 
The SAP User Guide for Customer Master Maintenance provides information 
regarding the document support used for the creation and modification of customer 
accounts. In addition, City Administrative Directive 8.4 Financial Management of 
Accounts Receivable states that the Finance department is to maintain the SAP 
customer master records database.  
 
City Departments are not following the SAP User Guide for Customer Master 
Maintenance as intended for the creation and modification of customer accounts.  
Not adhering to the required procedures for the creation and modification of 
customer accounts may lead to incomplete and inaccurate data, which may have 
an adverse effect on the city’s collection efforts. 
 
Recommendation 
 
The Deputy Chief Financial Officer ensure City Departments are adhering to 
existing requirements for the execution and retention of document support for the 
creation and modification of customer accounts.  
 
 

B.   Monitoring of Past Due Customer Accounts 
 
City Departments do not maintain documentation support of their customer 
account collection efforts. We reviewed a sample of 32 past due customer 
accounts and determined 20 did not have documentation support of collection 
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efforts, such as past due notices, late fees, and dunning letters.  City Departments 
are not working on past due customer accounts on a timely basis. We reviewed 
the Aging of Accounts Receivable Reports, which Finance provides to departments 
for September 2021 and February 2022 and identified 22 customer accounts that 
remained outstanding for at least 5 months.  
 
Per AD 8.4, the department is required to periodically, but at least monthly, monitor 
the activity of the account receivable reports, including the fund 99, no fund, and 
aging of accounts receivable, to ensure that departments are processing the 
corrections necessary for proper fund financial reporting. The AD also requires 
collections efforts at 30 days past due, 60 days past due, and a final notice at 90 
days past due.   
 
The departments are not following existing procedures for the monitoring of 
customer collection efforts. In addition, Finance does not have effective controls to 
ensure departments are adhering to the City’s account receivable collection 
process. Not adhering to the City’s customer account receivable collection process 
may result in lost revenue. 
 
Recommendation 
 
The Deputy Chief Financial Officer ensure existing procedures are followed for the 
monitoring of customer collection efforts. In addition, establish effective controls to 
ensure departments are adhering to the City’s account receivable collection 
process. 
 

C.  Allowances 
 
We observed inconsistent methodology for estimating the allowance for doubtful 
accounts. We observed 1 city department and Finance use a historical 
methodology to calculate their allowance for doubtful accounts. However, the 
current Administrative Directive indicates the used of fixed percentages to 
calculate allowance. 
 
The current Administrative Directive that provides the allowance methodology has 
not been revised since 2010. 
 
Outdated policies and procedures may result in inaccurate write-off amounts. 
 
Recommendation 
 
Deputy Chief Financial Officer review and potentially revise the administrative 
directive related to the methodology used to estimate the allowance for doubtful 
accounts to reflect the most appropriate methodology.  
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D.  User Access 
 
User access is not appropriate for users with access to create customers, billing, 
and payment posting roles. We reviewed user access and determined 32 of the 
197 (16%) employee access rights reviewed had inappropriate access based on 
job position determined by the Finance department. 
 
City AD 7.8d Access Control states access is based on an individual’s membership 
in a group, job function, and/or role in their assigned City department with 
permissions and it should be limited based on the principle of least privilege. 
 
Finance did not perform periodic user access reviews to determine access was 
appropriate based on job position. Lack of periodic user access reviews may lead 
to the misuse of city information and potential financial losses. During the audit, 
City departments corrected the employees’ access rights.    
 
Recommendation 
 
The Deputy Chief Financial Officer ensure periodic user access reviews are 
performed at least annually.  
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Appendix B – Management Response 
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