Cash Controls
· Cash is easily concealed and transported, it lacks owner identification, and is highly desirable. 

· As a result, it is prone to theft or misuse. 

· Effective internal control over cash is essential to safeguard the cash while maintaining accurate accounting records.
Internal Control over Cash Receipts

Cash receipts come from a variety of sources including cash sales and collections on account from customers...
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Application of control activities over cash receipts



Useful control activities:

Over-the-Counter Receipts

· Control of over-the-counter receipts is centred on cash registers that are visible to customers. 

· A tape is locked in the register that accumulates the daily transactions and totals. 

· At the end of the shift, the tape is compared to the amount of cash, cheques, debit card receipts, and credit card receipts in the register. 

· All cash receipts should be deposited daily, intact, into the bank account.

· Companies with recurring cash transactions often use a special journal called a cash receipts journal to record all their receipts of cash.

Debit Card Transactions

· Debit card sales are considered cash transactions.

· When a debit card sale occurs, the bank immediately deducts the cost of the purchase from the customer’s bank account.

· Banks usually charge the retailer a transaction fee for each debit card transaction and deduct this fee from the amount deposited in the retailer’s bank account.
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Bank Credit Card Transactions

· Sales using credit cards issued by banks, such as Visa and MasterCard, are considered cash sales by the retailer. 
· When a customer uses a bank credit card, the bank transfers the amount of the sale, less a service fee, to the retailer’s bank,.

· Banks usually charge the retailer a fee that averages 3.5 percent of the credit card sale.

· Similar to debit card transactions, the retailer’s bank will wait until the end of the day and make one deposit for the full day’s credit card transactions to the retailer’s bank account, or wait and make a deposit every few days.


Mail receipts

· Many companies receive payments from billings and credit sales through the mail. 

· All mail receipts should be received in the presence of two mail clerks. Cheques received should be stamped “For Deposit Only” using a company stamp. 

· A list of cheques received should be prepared in duplicate. One copy should accompany the cheques that are forwarded to the cashier’s department. The other copy is forwarded to the accounting department, where journal entries will be prepared.

Electronic Receipts

· Electronic Funds Transfer (EFT) systems transfer funds amongst parties without the use of paper. 

· Debit and bank credit card transactions are examples of EFTs..

· Some customer’s pay their bills using EFT and online banking. Since the only documentation for these transactions is from the bank account, journal entries are prepared from the bank statement.

· Other customers pay using EFT and automatic pre-authorized payments. Because the company initiates this transaction it will immediately record the transaction. 

· EFT’s normally result in better internal control.

Internal Control over Cash Disbursements

· Effective control over cash disbursements results when payments are made by cheque or EFT, except for incidental amounts paid out of petty cash. 
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Application of control activities over cash disbursements




Cheques

· In addition to the features already listed:

· Cheques often require two authorized signatures.

· There should be a clear segregation of duties between the cheque signing function and the accounts payable function.
· Cheques should be prenumbered and all cheque numbers must be account for in the payment and recording process.

· Many large companies use purchase orders. A purchase order is an authorization form prepared for expenditures above a certain amount.

· When the goods arrive, a receiving report is prepared.

· The vendor invoice is checked against the purchase order and receiving report before being approved for payment.

· A special journal, called a cash payments journal, is used to record all disbursements of cash. 

Electronic Payments

· Internal control over electronic payments must ensure that all electronic payments are authorized and approved. 

· As with electronic cash receipts, the only evidence of this payment will be a line on the bank statement showing the amount, reference and usually the name of the company that was paid.

