Information Flyer
Financial Management and Internal Controls

California State Parks encourages partnership efforts when sound internal controls are present.  Weak internal controls may result in restricted assistance and/or limited operations.  Department staff handling association assets must use the same (or a greater) level of care for those assets as they would with state property.  The following three sections summarize some common cash handling, bookkeeping, and auditing steps commonly employed to reduce or prevent internal losses.

Cash Handling

All California State Parks staff have some authority to implement adequate internal controls for cash handling operations.  This responsibility varies between units and the employees involved in cash handling.  Upon request, the California State Parks Audits Office will provide specialized assistance to districts when requested by CALs and/or district superintendents.

The following cash handling procedures are encouraged:

· Screen cash handlers, making sure to check the references of all previous employers.  Be certain they are competent and trustworthy.  Bonding of any employees who handle cash in any amount, including volunteers, should be considered.
· Record cash receipts immediately – use a cash register.

· Provide customers with receipts and allow customers to observe cash register sales.

· Immediately endorse checks “Pay to the order of 

 FOR DEPOSIT ONLY.”

· Establish strict money-handling procedures and see that they are followed.  Limit access to cash, change safe combinations regularly, make timely deposits, and document procedures.

· Do not permit any employee to handle a transaction from beginning to end.  Separate the financial duties of employees.  Separation reduces opportunities to commit and conceal fraud.  Those handling money should not be responsible for keeping records of the money.  Employees balancing bank statements should not be those writing checks or making deposits.

· Make sure the financial duties are separated, particularly in the use of computers.  More than one person should know your computer system.  It is also advisable to change an employee’s duties periodically.

· Establish procedures that call for the signature of two or more employees to attest that the duties have been performed correctly.  In this way, it would take more than one dishonest employee to perpetrate a theft.  Example:  One person sells tickets, and another person takes them; or two people check register receipts against cash and sales slips.

· Centralize the receipt of cash.

· Deposit monies regularly along with receipts for sale.

· Conduct periodic spot checks of cash handling procedures.

California State Parks Safes 
1.
Park safes are not to be used for association money without the CAL's approval, and then only if the association documents and/or funds are in a separate and locked container in the safe.

2. A document signed by the CAL will grant permission and designate who should be allowed access to the safe.  

3. All attempts must be made to limit access to only those with absolute need.  Special keys, limited distribution of combinations, sign-in/sign-out logs, and similar precautions can reduce potential problems.

All association documents (articles of incorporation, bylaws, designation letter, IRS tax-exempt forms, etc.) must be accessible for inspection.  Bank safety deposit boxes or association-owned safes are recommended.
Cash Handling 
Public Resources Code 513 provides that DPR employees and volunteers may sell materials and services provided by cooperating associations. Staff should complete the daily accountability worksheet for the funds collected. The collected funds and accountability are to be turned over to the cooperating association via a drop safe or equivalent. 

Cooperating Association Cash Handling 
1. DPR employees are not to be involved in preparing or transporting bank deposits or maintaining cooperating association accountability records.
2. Cooperating association sales must be kept separate from State receipts and are not to be commingled with kiosk receipts. 

3. Shortages and overages shall not to be balanced with cooperating association funds.

4. When cooperating association’s funds are secured, they shall be placed in a separate, association-owned safe. 

Separation of Revenues 
Revenue that associations collect derived from association park activities should be accounted for separately from other sources of revenue such as grants, donations and membership dues.  Consistent with PRC 513, associations may expend the excess revenue-over-costs from association park activities only for the purpose of accomplishing educational and interpretive work, in accordance with the planning documents for the park unit.
Association Bookkeeping & Inventory

The primary responsibility for bookkeeping and inventory controls rests with the board of directors.  Boards often delegate aspects of this responsibility to the treasurer, bookkeeper, other board members, and association staff.  The CAL provides oversight and advice at monthly/quarterly board meetings and formally reviews and approves the annual reports prior to submission to the Cooperating Associations Program Manager.  The Program Manager reviews the reports for completeness and compiles the individual association reports into a comprehensive statewide report.  Upon request, the Audits Office provides specialized assistance to the Program Manager.

Associations should comply with the following principles:

· All expenditures and payroll should be paid by check so that a permanent record is always available.

· The board should approve major expenditures.

· The annually elected treasurer should ensure that monthly bank statements are reconciled with deposits and that deposits are reconciled with daily cash register sales.  Present all monthly reports to the board for approval. 

· Inventories of equipment and supplies should occur at regular intervals.  This helps prevent large losses over time.  For proper separation of duties, a person other than the employee who handles procurement needs to make the inventories.

· Checks should be co-signed by the treasurer and another board member with no material interest in the transaction.

· Checks should be pre-numbered and accounted for.


· Keep duplicates of all accounting records.  For example, a copy of each deposit slip should go to the employee reconciling the bank statements as well as to the bank.  In this way, the employee will know what went out of the office and what was deposited at the bank.  Such record keeping prevents others from altering deposit slips.

· Minimize petty cash expenditures.  Ensure vouchers and receipts account for all petty cash expenditures (greater than a minimum amount).  Replenish the petty cash fund via a check from the treasurer, not from the cash drawer.

Auditing

Associations normally hire an independent CPA to prepare annual financial statements.  These financial statements can be inexpensive, un-audited, year-end compilations or expensive, comprehensive, audited financial statement reviews, depending on needs.  All associations should:

· Provide for bi-annual outside audits of financial statements and internal controls.

· Analyze financial statements.

· Compare financial data on a regular basis (month-to-month, quarter-to-quarter, year-to-year).

· Examine profit ratios and analyze expenses.

Audits and Controlling Internal Losses

Auditors generally expect a good system of internal controls (Refer to the State Administrative Manual (SAM) 20003 for specific details).  These include:

1.
Financial statements and reports are complete and submitted in a timely manner.
· The CAL examines the reports.  

· Irregular or inconsistent information in the report is identified and resolved to the satisfaction of the CAL and the association.

· Annual reports are submitted via the CAL to the Cooperating Associations Program Manager with copies available through the district and the association.

2.
California State Parks approval for the sale of educational and interpretive material is well documented, with copies available through the district and the cooperating association.

3.
California State Parks approval for association-sponsored interpretive and educational events and programs (if any) are documented, with copies available through the district and the cooperating association.

4.
Documentation concerning revenue and expenditure is in place to minimize the risk of loss due to theft and embezzlement.

Remember, the keys to controlling internal losses are to:

· Maintain efficient internal controls. 

· Explain all procedures in a concise format and rigorously enforce compliance.

Disclaimer:

The information that is provided in this flyer is general and provided for the convenience of the reader. It does

not constitute legal advice. Except for information concerning the Department of Parks and Recreation, and its

policies and programs, neither the Department of Parks and Recreation nor the State of California warrants or

represents the accuracy or completeness of the information in this flyer and readers rely on it at their own risk.

Readers are advised to independently verify the information and its interpretation as it may apply to their

individual situation. Phone numbers and other references are provided for this purpose.                                           6/8/10
