PETERSON AND PEELER, CHARTERED ACCOUNTANTS
Sydney, NSW

March 25, 2002

Board of Directors
ABC Science Museum Limited

Sydney, NSW

In connection with our examination of the interim audit of the ABC Science Museum Limited, we reviewed the internal control structures over cash admission fee. While we believe the existing controls and procedures to be adequate in most respects, we noted the following areas in which we believe more effective internal control or increased efficiency is desirable.
Method for collection of admission fee
It is noted that two clerks are positioned at the entrance to collect admission fee from non-member patron, with the result that no audit trails are provided for checking how much admission fees were actually received every day. Thus, frauds may be occurred during collection of the admission fee.

Tickets with numbering system should be implemented to establish an audit trail of the cash receipts. The treasurer can use the issued tickets’ copies to reconcile the actual amount of fund received by the company.
Validity of the membership cards

Members are permitted to enter free of charge upon presentation of their membership cards without checking the validity of the membership cards. As a result, invalid entry will lead to decrease in amounts of admission fee received.

Checking the validity of the membership cards should be undertaken to ensure the memberships are still valid when the people present his membership cards. If the membership cards are invalid, they should pay the admission fee to enter the museum. 
Processing receipts

At the end of each day, one of the clerks delivered the money received to the treasurer. The clerk performed both duties of handling cash and delivering cash. Thus, frauds may be occurred during delivering cash.

Duties between handling the cash and delivering cash should be performed by two independent persons. Also, the one delivering cash should also attach the issued tickets’ copies to the treasurer to help for reconciliation. Moreover, the money should be delivered immediately after the opening hours of the museum each day instead of at the end of each day.
Reconciliation for receipts
After received the money, the treasurer only counts the cash received and places it in a safe. No appropriate valuation of the cash received has been performed by the treasurer. Thus, incorrect money received may occur without follow-up action.

To ensure an appropriate valuation of the cash received, the treasurer should do reconciliation for receipts immediately before delivering the money to the bank by using the attached tickets’ copies and then issue a cash receipt copy to the accounting clerk. The cash receipt copy should include the figure of the money actually and correctly received by the company after reconciliation of the cash receipts. If the amount received is not correct, the treasurer should find out the reasons and take follow-up actions immediately.

Completeness and timeliness of recording the cash receipts
It is also noted that the treasurer and one of the clerks deliver all cash to the bank and receive a deposit slip that provides the basis of weekly entry to the cash receipts journal, with the result that it is difficult to trace the daily cash receipts.

To be helpful for tracing the cash receipts in auditing, we suggest that the accounting clerk should post the figures of the money deposited into the cash receipts journal every day after treasurer deposited the money to the bank.
Reconciliation for bank balances

After the money deposited into the bank, no reconciliation for the bank balances would be performed to ensure the accuracy of the figures shown in the bank statements.
To assist in knowing whether the bank balances are correct or not, we recommend that the accounting manager should reconcile the bank balances by using monthly bank statement and the deposit slips regularly. If the amount is incorrect, communication with the bank should be performed immediately.

We would be pleased to discuss the above comments and recommendations further with you and to assist in their implementation.

Peterson and Peeler


Chartered Accountants
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