Accounting: “Internal Control” Assignments

Name:_____________________
Questions:
1) List seven principles of effective internal control.

2) For each of the following items indicate whether its amount a) affects the bank or book side of a bank reconciliation and b) represents an addition or subtraction in a bank reconciliation. Circle those items that would require an adjusting journal entry to update the company’s books.
a) Outstanding checks

b) NSF checks

c) Unrecorded deposits

d) Interest earned on cash balance

e) Bank service charges

3) Indicate the letter of where each of the following documents would be prepared and the letter of where it would be sent.


From

To

a) Requesting Department

1.
Purchase Requisition 

________
________

b) Purchasing Department

2.
Receiving Report

________
________

c) Receiving Department

3.
Invoice



________
________

d) Accounting Department

4.
Check Authorization

________
________

e) Treasurer



5.
Check



________
________

f) Supplier

Problems:
1. Roosevelt Company set up a petty cash fund for payments of small amounts. The following petty cash transactions are reported by the petty cashier as occurring in May (the last month of the company’s fiscal year). Prepare the necessary journal entries.
May
1
Received a company check for $250 to establish the petty cash fund.

15
Received a company check to replenish the fund for the following expenditures made 

since April 1 and to increase the fund to $500.



a.
Paid $88 for janitorial service.



b.
Purchased office supplies for $53.68.



c.
Purchased postage stamps for $53.50.



d.
Paid $47.15 to The County Crier for an advertisement in the newspaper.



e.
Counted $11.15 remaining in the petty cash box.

31
The petty cashier reports that $293.39 remains in the fund and decides that the May 15 increase in the fund was too large. A company check is drawn to replenish the fund for the following expenditures made since May 15 and to reduce the fund to $400.



f.
Purchased office supplies for $147.36.



g.
Reimbursed office manager for business mileage, $23.50.



h.
Paid $34.75 courier charges to deliver merchandise to a customer, terms FOB 




destination.
2. Brady Company establishes a $350 petty cash fund on September 9. On September 30, the fund shows $103.25 in cash along with receipts for the following expenditures: freight-in, $39.85; office supplies, $123.55; and miscellaneous expenses, $80.00. The petty cashier could not account or a $3.35 shortage in the fund. Prepare the September 9 entry to establish the fund AND the September 30 entry to reimburse the fund and reduce it to $250.
3. Complete the following table for a reconciliation dated September 30 by putting check marks in appropriate columns:
	Item
	Bank Balance
	Book Balance
	Not shown on the reconciliation

	
	Add
	Subtract
	Add
	Subtract
	Adjust
	

	a. Bank service charge
	
	
	
	
	
	

	b. Checks written and mailed to payees on October 5.
	
	
	
	
	
	

	c. Checks written by another depositor but charged against this company’s account.
	
	
	
	
	
	

	d. Principal and interest collected by the bank but not yet recorded by the company.
	
	
	
	
	
	

	e. Special charge for collection of note in part d on this company’s behalf.
	
	
	
	
	
	

	f. Check written against the account and cleared by the bank; wrongly unrecorded by the company bookkeeper.
	
	
	
	
	
	

	g. Interest earned on the cash balance in the bank.
	
	
	
	
	
	

	h. Night deposit made on September 30 after the bank closed.
	
	
	
	
	
	

	i. Checks outstanding on August 31 that cleared the bank in September.
	
	
	
	
	
	

	j. NSF check from customer returned on September 15 but not yet recorded by the company.
	
	
	
	
	
	

	k. Checks written and mailed to payees on September 30.
	
	
	
	
	
	

	l. Deposit made on September 5 and processed on September 8.
	
	
	
	
	
	


4. Ashley Clinic deposits all cash receipts on the day when they are received and makes all cash payments by check. On June 30, 2007, after all posting is complete, its Cash account shows an $11,589 debit balance. Ashely Clinic’s June 30 bank statement shows $10,555 on deposit in the bank on that day. Prepare a bank reconciliation for Ashley Clinic using the following information. Then journalize any transactions that would affect the company’s books.

a. Outstanding checks total $1,829.

b. The bank statement for June included a $16 service charge for bank services.

c. Check No. 919, returned with the canceled checks, was correctly drawn for $467 in payment of a utility bill on June 15. Ashley Clinic mistakenly recorded it with a debit to Utilities Expense and a credit to Cash in the amount of $476.

d. The June 30 cash receipts of $2,856 were place in the bank’s night depository after banking hours and were not recorded on the June 30 bank statement.

