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We recently completed an unannounced count of the petty cash and change funds at Wheder

Higtoric Farm. We aso conducted areview of the Farm's cash receipting and depositing, fixed and

controlled assets, fiscal controls related to specific Farm programs, and performed a controlled payroll

digribution at the Farm.

2001 South State Street, #S4400
Sdlt Lake City, UT 84190

Dear Glen;

The 1995 agreement that transferred program and concession operations and custody of all
higtoric items from Wheder Farm Friends (WFF) to the County has had a significant impact on
activities a the Farm. Accordingly, Wheder Farm gaff should adhere to the controls outlined in the
County’ s fisca policies and procedures for the transferred programs. While some controls are in place
and working effectively, we found many areas where improvements are needed.

The findings and recommendations we considered most significant are discussed below. Other
findings and recommendations were discussed verbdly with Farm management and are not presented in
this letter.

FISCAL CONTROLS for SPECIFIC PROGRAMS

We examined existing fiscal controls related to programs that generate significant revenue for
the Farm. The programs we reviewed were; Haunted Woods, Facility Rental, Summer Camp, and
Hayrides/Tokens, which until the end of 1998 was known as Admissions. Combined, these four areas
accounted for amost 70 percent of the Farm'’ stotd revenues of $464,261 in 1998.

Our primary objective in this area was to examine the existence and/or adequacy of fisca
controls such as reconciliations, gpprovals, and separation of duties for these programs. The most
sgnificant findings we identified are:
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. There were unaccounted for gapsin the consecutive order of Haunted Woods tickets
issued from one day to the next.

. Thereisno supervisory review or approval of discounts and price adjustments given
for facility rentals.

. Proceduresfor reconciling tokens sold to the amount of money collected for their sale
have not been developed.

. Annual and tour passes are not properly accounted for.

. A lack of controlsover Summer Camp collectionsfrom last year resulted in the loss of
up to $3,000 in revenue.

There were unaccounted for gapsin the consecutive order of Haunted Woods tickets issued
from one day to the next. Haunted Woods cashiers complete aticket sold reconciliation for each
shift they work. On it they ligt the beginning and ending ticket numbers of the tickets they sold in eech
of the different price range categories. The amount of money that should have been collected according
to ticket sdles can then be compared to the amount actudly collected.

This control procedure should be continued. However, a cashier could manipulate this system
by smply not listing (on the ticket reconciliation form) the actud beginning and/or ending ticket numbers
for the series of tickets disbursed to patrons during their shift. The cashier could ether sdll the tickets
not included in the series listed on the form and divert the received funds to persona use or provide
them free of charge to certain customers.

To test the integrity of the existing control, we atempted to reconstruct the consecutive order of
al tickets sold throughout the event’ s duration. We found some gapsin the ticket numbers listed on the
reconciliation forms from one day to the next that totaled to as many as 600 unaccounted for tickets.
While other factors such asticket printing problems may have caused these gaps, this Situation
illugtrates the importance of accounting for dl ticketsissued to the cashiers.

RECOMMENDATIONS:

1. Theticket s0ld reconciliation form should be modified to include the ticket numbers of the entire
seriesthat the supervisor issuesto, and that is returned by, the cashiers.

2. The supervisor and cashier should verify the ticket numbersissued and returned in each others
presence and then initid the form to indicate their agreement with the numbers listed.
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Thereisno supervisory review or approval of discounts and price adjustments given for
facility rentals. When patrons reserve any part of the Farm facility for an event such as awedding
reception, birthday party, or overnight camping, cashiers initiate a contract for the event. At the bottom
of this contract there is a payment record section where the cashiers enter payments made for that
particular event. These entries can be cross-referenced to entriesin the manua receipting system
(McBee Cash Receipt Journadl) to verify that al payments received have been properly posted.

We reviewed a random sample of these contracts for upcoming events at the Farm and found
that a discount or price adjustment was given on eight percent of the eventsin the sample. Therewas
no indication of a supervisor’'s review or gpprova of these adjustments. Without an independent
gpprova processin place, a cashier could easily accept afull payment, indicate that a portion of it was
discounted, and divert the difference to persond use.

RECOMMENDATION:

Any discounts given or price adjustments made should be approved by a supervisor. The supervisor
should indicate the approva by initiding next to the entry for the adjustment on the contract.

Proceduresfor reconciling tokens sold to the amount of money collected for their sale have
not been developed. Asof January 1 of thisyear, the Farm no longer charges entrance admission.
Instead, regular walk-up customers now pay separately for Farm activities they would like to
paticipate in. To facilitate this pay per activity syssem and limit the number of employees handling
money, the Farm sdllstokens. These tokens are then used by the patrons to “pay” for activities such as
atractor drawn hay ride or atour of the historic farm house. Various coupons that alowed free
admission are gill being accepted. Patrons that present a coupon now receive a specific number of
tokens.

The Farm’s cash baancing forms have an area that was used to list and account for the number
of admissions sold and coupons redeemed. These forms should now be updated to account for token
sdes. The number of tokens issued to and sold by the cashiers should be closdly monitored. If the
tokens are not properly accounted for, cashiers would have an opportunity to accept payments for
tokens, not ring the transactionsin to the register, and divert the received funds to personal use.

In addition to selling tokens at the norma cashiering area, the Farm puts some in avending
machine on the Farm grounds. The number of tokens put into the machine each time should dso be
monitored and reconciled to the amount of money collected a the machine for tokens.
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RECOMMENDATIONS:

1. A set number of tokens should be issued by a supervisor to cashiers for each shift and the cash
bal ance sheet should be modified to indicate this number of tokensissued to, and the number returned
by, each cashier.

2. Cashiers should calculate the number of tokens sold by subtracting the tokens returned to the
supervisor and the tokens given out for coupons from the tokens issued to them. Received coupons
should be retained and attached to the cash balance shest.

3. The person preparing the deposit should reconcile the number of tokens sold to the amount
collected for tokens according to the cash register Z-tape and completed M cBee receipts for each
shift.

4. For tokens s0ld through the vending machine, a maximum number of tokens to put in the machine
should be established. Each time money is removed from the machine, the tokens should be
replenished only to that maximum amount.

5. The person preparing the deposit should reconcile the number of tokens issued for replenishment to
the amount of money collected from the machine for tokens.

Annual and tour passes are not properly accounted for. In addition to using tokens, patrons can
participate in Farm activities by purchasing an annua pass or recelving atour pass. Annua passes can
be purchased for $45 and dlow patrons unlimited access to Farm activities for one year from the date
of purchase. Tour passes are given to customers who come to the Farm for a scheduled tour, usualy
with some type of group, such as aschool field trip.

Currently, the issuance of these passes are not monitored in any way. Thisbeing the case, a
cashier could sdll an annual pass, not receipt the payment, and divert the funds to persona use. Along
the same lines, atour pass could be issued to agroup of customers ingtead of tokens, without anyone
elsg'sknowledge. To limit this potentia, these passes should be pre-numbered and issued in
consecutive order.

RECOMMENDATIONS:

1. Annud and tour passes should be pre-numbered and issued in consecutive order, with their issuance
accounted for in alog.

2. Log entries should be reconciled to callections in each category on amonthly basis.
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A lack of controls over Summer Camp collectionsfrom last year resulted in the loss of up to
$3,000 in revenue. Each summer the Farm conducts aday camp for 6 to 12 year old children.
Severd months after last year’s camp was over, the Program Manager that was in charge of the camp
found other employment and left the Farm. Based on staff concerns with the camp’sfinancia controls,
the new Program Manager had a reconciliation of camp attendance to payment records completed.

That reconciliation indicated that perhaps as much as $5,000 more in payments should have
been received, based on the attendance records. Notices were then sent to the persons responsible for
payment on the accounts where discrepancies were identified. More payments were subsequently
received, however, Farm personnel told us that they believe somewhere between $1,500 and $3,000
worth of discrepancies were never resolved. They also stated that they believe they cannot place
enough confidence in the attendance and payment records to attempt any further collection on the
accounts that still appear to be short of paid in full.

Prior to our audit, Farm staff devel oped new procedures, for implementation on thisyear’s
camp, which should address the problems from last year’s camp. Specific control measures that were
lacking last year but that will be implemented this year include:

. Camp participants will check in a the front desk each day where cashiers will verify their

payment status.

. Each participant will have aledger sheet in thelr file on which payments will be entered by the
cashiers.

. A Farm employee will reconcile the attendance records to the payments listed on the

participant ledger sheets on aweekly basis.

These are excdlent interna controls that should help eiminate the problems encountered last year. To
further strengthen them, the reconciliation process should not be done by a person that does any of the
cashiering and the participant ledger sheet entries should be periodicaly verified againgt the McBee
Cash Receipt Journa. 1n addition, this process probably could be accomplished much more efficiently
if apersonal computer with a data base program were used instead of the manua system described
above.

RECOMMENDATIONS:

1. The employee that reconciles attendance records to participant ledger sheet payment entries should
not aso receipt payments for the summer camp.

2. The employee performing the reconciliation should ensure the vdidity of participant ledger sheet
entries by spot-checking them againgt entries in the McBee Cash Receipt Journdl.
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3. Management should consider using a persona computer with a data base program to track summer
camp attendance and collections.

CASH RECEIPTING and DEPOSITING

During our work, we noted severa problems with the Farm's cash receipting and depositing
procedures. Aswe have mentioned in previous audits of Parks and Recrestion facilities, we believe
some of these problems could be dleviated by replacing the existing M cBee Cash Receipt Journal
recei pting system with a computerized cash receipting system. While the acceptance of credit cards for
payment, asis now done & Wheder Farm, isa step in the right direction, further automation efforts
could only improve operations. In the meantime, our findings and recommendations will address our
concerns with the current system. The most significant cash receipting and depositing findings are:

. Proper cash balancing procedures are not always completed.

. Cash register collections did not agree with amounts receipted and eventually
deposited on 13 percent of the daysin our random sample.

. Thereasonsreceiptsare voided are not documented.

. Voided receipts and transactions are not reviewed and signed off on by a supervisor.
. Refunds are issued without supervisory review or approval.

. Deposits are not consistently madein a timely manner.

Proper cash balancing procedures are not always completed. We examined arandom sample of
cash collection days from April 1998 to March 1999 and found that, athough there were numerous
occurrences of overages and shortages, the cashiers had not completed any over/short logs. These
logs alow management to more easily review cashier performance and monitor for possible
impropriety. Their useisrequired by Countywide Policy 1062, Management of Public Funds.

The Farm deposits overages as they occur and shorts depositsif there is a shortage, thereby
maintaining the change fund at the authorized leve at dl times. When the over/short is handled thisway
the policy prescribes the use of MPF Form 11 for the tracking of overages and shortages. Each cashier
should have their own MPF Form 11 on which they enter the amount they are over or short for each
shift they work.

At the end of each month the cashiers should turn their Form 11sin to the Farm secretary, who
supervises the cashiers. The secretary should review and sign the forms and address any related Glen
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concerns with the cashiers, then compile an overal over/short log for that month’s Farm collections.

We dso examined the Haunted Woods cash collection documentation for dl of that event’s
days and found procedures to be inadequate. In addition to the non-completion of over/short logs, Z-
tapes were retained on only 40 percent of the event’ s days and actud cash balancing procedures were
only accomplished on 12 percent of the days.

The completion of cash balancing forms and the retention of cash register tapes help to establish
individua accountability for collected funds and are dso required by Countywide Policy 1062. The
importance of completing these steps for the Haunted Woods is compounded by the large volume of
funds collected there. In 1998, over $100,000 was taken in during the 25 day event. This represented
goproximately 21 percent of the Farm’ s revenue for the year.

During discussions with Farm management on these problems they stated that there are often
mechanica problems with the cash registers used for the Haunted Woods. Every effort should be
made to keep the registers functioning properly at dl times. In addition, the importance of consgtently
completing cash balancing documentation needs to be emphasized to the Haunted Woods cashiers,
many of whom are hired exclusvely for thet event.

ACTION TAKEN:

Farm cashiers are now completing an MPF Form 11 and turning them in to the secretary who is
reviewing and compiling them, as described above.

RECOMMENDATIONS:

1. Farm management should make every effort possible to ensure that the cash registers used for the
Haunted Woods are functioning properly.

2. Training for Haunted Woods cashiers should be improved, with emphasis on the importance of cash
baancing and ingtructions on how to accomplish it.

Cash register collections did not agree with amountsreceipted and eventually deposited on 13
per cent of the daysin our random sample. Payments received for certain activities at the Farm are
rung in to a cash register while others are directly receipted using the McBee system. A McBee receipt
isdso eventudly prepared for the funds that go into the register, thisis done to assign those monies to
the appropriate revenue category. Currently the cashiers put the cash register money in a sedled bag
and drop it in a safe after they balance their drawer. The person preparing the deposit removesthe
money from these bags and completes a M cBee receipt for the amount it contained.

This Stuation presents an opportunity for the deposit preparer to divert funds without detection,
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by not receipting al the cash register collected funds and diverting the difference. Also, thereisarisk
of loss when the same person both collects the funds and prepares the deposit and there is no review of
the cash balancing procedures, which was the case on about 25 percent of the deposits we reviewed.

In fact, we checked the random sample of cash collection days to see if the amount recei pted
through the cash register, according to the cash balance sheets, agreed with the corresponding amounts
receipted through the McBee's. We found that these amounts did not agree on 13 percent of the days
in our sample. On one of those days, the amount receipted on the McBee's, which always becomes
the amount deposited, was $19.50 |ess than the amount collected, according to the balance sheets.

While we are not suggesting that these funds were diverted to persond use, this Situation
emphasizes the necessity of improving controlsin thisarea. Since the cashiers dready must compare
the amount they collect to the cash register Z-tape when they baance, it would be more secure and
more efficient for them to aso prepare the corresponding McBee receipt. In addition, any person
receiving money should not prepare the deposit itsincluded in. If impossible to separate these
functions, an employee that is not involved in the receipting or depogt preparation should perform a
detailed review of the cash register balance sheets and corresponding M cBee receipts.

ACTION TAKEN:

Cashiers are now preparing the McBee receipt for funds they collected through the cash register when
they perform their cash baancing.

RECOMMENDATIONS:
1. Any person receiving funds should not prepare the deposit those funds are included in.

2. If lack of available personnd makes it impossible to implement Recommendation #1, an employee
that is independent of cashiering and deposit preparation should review the daily cash baancing
activities, as described above. They should indicate performance of that review by signing the cash
balance sheet.

Thereasonsreceiptsare voided are not documented. While reviewing the random sample of cash
receipting days, we found one day with three voided McBee receipts. There was no written
explanation as to why the receipts were voided. We looked for additiona voided McBee receipts as
we went through the ledgers for each month in the sample. We found 11 other voided receipts and
only two of those had the reason for the void explained on the receipt. Section 3.13.1 of Countywide
Policy 1062 requires cashiers who initiate voids to document on the front of the receipt the reason it
was voided.
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RECOMMENDATION:

Whenever aMcBee receipt is voided, the cashier should provide awritten explanation on the front of
the receipt asto why it was voided.

Voided receipts and incorrectly entered transactions are not reviewed and signed off on by a
supervisor. Section 3.13.1 of Countywide Policy 1062 aso requires that a supervisor or designee not
involved with the transaction review and sign al voided receipts. None of the 14 voided McBee
receipts described above had a supervisor sgnature indicating review and approval. In addition, we
found seven cash regigter transactions that probably should have been voided and should have had a
“Sdt Lake County Parks and Recreation Void” form, which requires a supervisor’' s signature,
completed. The void key was not used and the form was not completed on any of those seven
transactions.

The provisonsin Section 3.13.1 of the policy are included to prevent a cashier from having the
ability to accept a payment, issue arecelpt, indicate in the receipt ledger that the receipt was voided,
and then divert the funds to persond use.

RECOMMENDATIONS:
1. A supervisor should review and sign al voided McBee receipts.

2. Incorrectly entered cash register transactions should be voided. When cash register voids occur, a
“Sdt Lake County Parks and Recregtion Void” dip should be completed.

Refunds are issued without supervisory review or approval. Refundswere given to patrons on
nine percent of the daysin our random sample. Strictly speaking, section 4.1.1 of Countywide Policy
1062 does not alow refunds from agency collection of funds. However, Farm management expressed
concern with the customer service implications of not being able to issue refunds.

If customer service concerns necessitate the issuance of refunds, arefund gpprova dip should
be used. The date, amount of refund, receipt number, an explanation of the reason for the refund, the
cashier’ s signature, and a supervisor’s sgnature should be included on the dip and completed
immediately when arefund is given.

ACTION TAKEN:

The Farm secretary has created a refund approval dip. (See enclosure 1 for an example) The Farm
uses this form for refund approva, when customer service consderations require it, from the same
day’s collections. All other refund requests are processed through the County’ s regular refund
procedures.
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Deposits are not consistently madein a timely manner. Countywide Policy 1062 requires that,
“Receipts of $250 or more ($50 in cash and $200 in checks) will be deposited on adaily basis.
Receipts of less than $250 may be accumulated and deposited when the tota reaches $250; however,
deposits will be made no less frequently than weekly regardless of the amount accumulated.” While
reviewing arandom sample of Farm deposits made from April 1998 to March 1999 we noted that 27
percent of them were not made in accordance with these requirements. While selecting the sample, we
a so noted one three week period during which no deposits were made.

RECOMMENDATION:
All deposits should be made in atimely manner in accordance with Countywide Policy 1062.
FIXED and CONTROLLED ASSETS

The 1995 agreement with WFF transferred ownership of over 1,300 “higtoric items’ from them
to the County. Mogt of those items are either afixed or a controlled asset. Therefore, they, dong with
other Farm assets, must be managed in accordance with Countywide Policy 1125, Safeguarding
Property/Assets and Parks & Recrestion Policy 120, Safeguarding Controlled and Fixed Assets. In
generd, we found that the Farm is not in compliance with key aspects of these policies.

Our specific findingsin thisarea are:

. As much as $146,000 worth of antiquesthat weretransferred to the County from WFF
arenot included on the County’s fixed asset records.

. Annual inventories of both thetransferred items and other fixed and controlled assets
have not been conducted.

. The Parks & Recreation policy on the Farm’s museum oper ations does not addr ess
Auditor’s Office notification of inventory changes and allows the Farm staff too much
autonomy in making those changes.

Asmuch as $146,000 worth of antiquesthat weretransferred to the County from WFF are
not included on the County’sfixed asset records. According to the Auditor’s office Accounting
and Operation Divison's Policy 5.1, Management of Fixed Assets, antiques are to be capitdized and
maintained on the fixed asset accounting records regardless of their cost. We reviewed the

AFIN0801, Fixed Asset Inventory by Organization reports for both the Whedler Farm and the Antique
Collection organizations and found none of the transferred items on ether of the lists. We discussed
this with the Farm Curator who told us that they were not aware of the “dl antiques are fixed assets’
requirement.
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In 1995, a 100 percent inventory of the items to be transferred from WFF to the County was
conducted. We reviewed thisinventory list and, using the Farm’s nomenclature for classifying items on
the lig, identified 727 of them as antiques. In addition, 149 items were identified as needing to be
researched further before a determination could be made as to whether or not they were antiques. The
Curator told us that the necessary research has not yet been conducted.

According to information from the inventory ligt, dl of the items discussed in the last paragraph
cost dmost $146,000. Therefore, in addition to the items not being subject to the gppropriate control
procedures since becoming County property, the generd fixed assets section of the County’ s financia
records have been understated by as much as $146,000 each year since 1995.

RECOMMENDATIONS:

1. All items identified as antiques on the 1995 inventory should be transferred to the County’ s fixed
asset records as part of the Antique Collection organization. The Auditor’s Office Fixed Asset Group
can be contacted for assstance with completing the transfer.

2. Research should be conducted as soon as possible on dl itemsidentified as requiring it to determine
if they are antiques. Any itemsthat are identified as antiques through this research should be added to
the same records.

3. Items determined not to be antiques and those dready identified as non-antiques which fit the
definition of ether afixed or a controlled assat should be added to either the Farm’ s fixed asset records
or thair controlled asst list.

Annual inventories of both thetransferred items and other fixed and controlled assets have
not been conducted. Both the Countywide and the Parks & Recreation policies described above
require organizations to conduct an annud inventory of their fixed and controlled assets. In addition,
Parks & Recreation Policy 119, Authorization and Operation of the Wheder Historic Farm Museum
requires that Farm gtaff prepare an annud report. Thisreport isto include an inventory of dl itemsin
the museum collection at the time of the report.

While discussing these requirements with Farm gtaff, they told us that they have not completed
amuseum collection annud report, with its accompanying inventory, since 1996. They dso stated that
they had not previoudy conducted an inventory of their controlled assets, but prior to our audit, the
secretary had started inventorying them and entering them on the division’s controlled asset logs. These
logs were not completed as of the end of our audit work. In addition, a staff member in Accounting
and Operationsinformed us that Wheder Farm has not filed an officid annud inventory (for fixed
asets) ance the Parks & Recreation “clean-up” inventories were completed in 1993.
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Since these inventories haven't been completed in severd years, in addition to finishing the
controlled asset inventory, the Farm should conduct a 100 percent inventory of al fixed assets and
other items that were transferred from WHFF as soon as possible. Proper procedures should then be
followed to remove any fixed assets that are not found from the fixed asset records. The Curator
mentioned to usthat the Farm is planning on hiring a summer intern to asss with the inventory work this
year. Management may want to consder doing this each summer so the Farm has someone available
to help with the completion of these inventories on an annud basis.

RECOMMENDATIONS:

1. All fixed and controlled assets, and any other museum collection items, should be inventoried as soon
aspossble. Theseinventories should then be completed each year.

2. PM-2's should be processed through the Auditor’s Office and Contracts and Procurement for any
fixed assets that are not located during the 100 percent inventory. A letter explaining why the items are
to be removed from the fixed asset records and a description of the steps taken to locate them needs to
accompany the PM-2's.

The Parks & Recreation policy on the Farm’s museum oper ations does not address Auditor’s
Office natification of inventory changes and allows the Farm staff too much autonomy in
making those changes. Two of the stated purposes of Parks & Recreation Policy 119 are to set
guiddinesfor, “collecting museum objects’ and “ deaccessioning surplusitems’. While the policy does
address these areas, we believe it dlows the Farm staff too much independence in the acquisition and
disposa processes. Thisis evidenced in section 2.4 of the policy which states, “ The professiond staff
shdl be responsble for dl actions regarding historic item accessions,...and deaccessons.”

Aswith the County’ s norma purchasing process, duties should be divided and review
procedures should be in place. These steps are necessary to ensure that purchases are appropriate,
items purchased are appropriately used, and funds generated from disposa are handled properly. The
policy does state that the acquisition and disposa of museum items should be done in accordance with
applicable County ordinance and procedure, but does not describe sufficiently the procedures that
should be followed.

Countywide Policy 1003, Visud Art Acgquisition and Countywide Policy 1004, Art
Deaccessioning both address these issues for art pieces. These policies require awritten
recommendation from the Salt Lake County Fine Arts Advisory Board to the director of Contracts and
Procurement for both purchases and disposals. Contracts and Procurement is then able to ensure that
al appropriate procurement policies and procedures are followed.

The Farm could establish similar procedures for antiques. Purchases and deaccessions could
dill beinitiated by the Farm staff but then could be reviewed by the Wheder Historic Farm Museum



Glen Lu, Director
July 28, 1999

Page 13

Board . This Board could then submit written recommendetions to the Contracts and Procurement
director. We discussed thisidea with the Contracts and Procurement director who agreed that it would
be advantageous for purchases of over $1,000 and dl disposals. He stated that the Farm could follow
normal small cost procedures for purchases that cost less than $1,000.

The art policies also require that the Auditor’ s Office be notified each time thereisan
acquisition and deaccessioning of art. Thisis necessary since dl art, like dl antiques, are consdered
fixed assets regardless of their cost. A similar requirement should be added to Parks and Recregtion
Policy 119.

RECOMMENDATIONS:

1. Parks and Recresation Policy 119 should be modified in the areas of acquisition and deaccessioning
as described above.

2. Provisonsrequiring Auditor’ s Office notification when antiques are purchased and deaccessoned
should be added to the policy.

In closing, | would like to express gppreciation to the Wheder Farm staff for the cooperation
and timely assistance they gave to our auditors. | trust that our work will benefit them as they endeavor
to make changes that will strengthen internal controls at the Farm. 1f we can be of further assstance to
you or the Wheder Farm gtaff in thisregard, please give me acdl.

Sincerdly,

David L. Beck
Chief Deputy

Enclosure
CC: Dr. Glen Humpherys
Paul Ross
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