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CHAPTER I
INTRODUCTION

Objoctivesof Study

A hotel, basically a service orgenization, is quite
different in terms of control procedures from a standard
manufacturing firm, As such a system of Internal control
found satisfactory in o manufacturing organization may not be
suitable here. Howover, a good system of internal control
tailored to its needs will still be necessary to ensure
profitability, efficiency and continued bnsmei. life,

This study was undertaken not with a view of
improvising a system of conirol for a large internationsl
hotel but rather to look inte the effectivencss and possible
veaknesses of an existing system, No system is fool-proof,
The problem on hand is to compare the existing system with
the basic characteristics of a good system, In the first
instance the existing system may not be suitable for the type
of business being handled. Giving due consideration to the
nature of the business we will try to improve the system under
the given circumstances.

This being merely a study has no intention to surface -
actual frauds, malpractices and inefficiency. The study will
meroly try to show the possible areas vhere these undesirable
elements of operation may occure Only the important aspects
of hotel management and hotel accounting will be tackled as the
scope of the essay does not justify probing into areas of
relatively little materiality., The basic objective of the
study would be an appraisal of an existing system of internal
control end recommendations vill be made whenever applicable.



Lhapter Organization

To achieve the ultimate objective of an appraisal
it will be necessary to develop the study along systematic
lines. Considering the organigation structure and for the
sake of convenience the essay would be divided into seven
chapters ocach dealing with a specific areea of the hotel's
operation, A ecertain amount of cross~reference may be
necessary to avoid duplication and redundancy.

The nature of the hotel's business would be
described briefly in chapter two. This would include the
related serwices provided by the hotel either directly or
indirectly., With a clear picture of the naturc of the
business we would be able to go inte the organization struc-
ture of the hetel proper in chapier three. In this chapler
ve would ignore the parent company-subsidiaries relationship
and treat the hotel as an entity. Organisation structure
is of great importance to any system of internal control.
The effectivencss of the system would to a very large extent
depend on the plan of organization, The study will try to
evaluate vhether the organization structure is sound and
condueive to the implementation of a good system of internal
control,

Not withstanding the treatment of the hotel as an
integrated organization we will deal with the hotel services
in the fourth chapter and the catering services in the fifth.
Although these two services are complementary the distinetion
was found necessary mainly because of the classification of
accounts and the treatment of revenue from these two sources.
In these two chapters no distinction will be made of financial
and administrative control., In most instences these two
types of control are inter-related.

However, chapter six will desl mainly yith financial
controls as exercised by the accounting department, To analyse

- 2 -



various items under this section references would be made to
the Intornal Control Questionaires This chapter would be
divided into seven sub-seciions dealing with areas as covered
by the I.C.{s The study will culminate in a final appraisal
of the system of internmal control in chapter seven, Suitable
recommendations wvould be made with regards to the major arcas
of wenknoss, It would be inconvenient to save all the
criticism for the last chapter, As such certain minor
suggestions would be made within the earlier chapter vhere

it would be convenient to do so.

ﬁetggdo;ogx
A study on internnl control requires its definstion,
There are numerous definations available but the most compre-

hensive is that of the American Institute of Certified Public
Accountants - Commiitee of suditing Procedure published in 1948,

_ "Internal Control comprises the plam of organization
and all of the coordinate methods and measures adopted within
& business to sefeguard its assets, chock the accuraey and
reliability of its accounting data,; promote operationsl
efficioncy, and encourage adherence to prescribed managorial
policiea."l

Internal control goes beyond the accounting and
fineneiel functions into the fields of budgoting, cost
accounting, periodic operating report, stetistical analysis,
personnel, and "an internal audit staff to provide additional
assurance to management as $0 the adequacy of its outlined
procedures and the extent to vhich they are being offectively
earried out."2

l .
AICPA Committee of Auditing Procedures, "Internal
Control™, AICPA (N.X. 1948) ppe 11 ’

Ibid.



The cardinal principles of internal control as
listed by the AICPA report ineclude:

(1) A plan of organization which provides
appropriate segragation of functional
rosponsibilities,

(2) © A system of authorization and record
préoedure adequate to provide reasonable
accounting control over essets, liabilities,
revenue and expenses,

{(3) Sound practices to be folloved in
perfornance of duties and functions of each
of the organigational departments,

(4) A degree of quality of personnel
commensurate with responsibilities,-

These primeiples will provide the basic guide~lines
in the analysis of the system of internal controls  These
general principles need no Purther elaboration as their
epplication will be brought out when specific areas are
discussed, These areas vill be tested to see if there is
adequate control and if not how can the situation be improved,

A system of internal check and contrel may be
considered satisfactory if its -

(1)  Provides for systematiec and complementary
verification of all transactions involving ’
current assets,

(2) Includes systematic and complementary
steps for the responsible, written approval
of invoices, bills, disbuisements, formal
vouchers, etc, bofore these transactions are
recorded on the books, |

3A1CPA, op._ecit., DPs 6.
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(3) Requires periodic examinations

(end reconciliations) of cash, reeceivablos,
and inventories,

(4) Pixes responsibility for duties at
each level of suthoritr.4

The methodology applied consists of four stepss
(1) The Exploratory survey: vhere the writer -
acquainted himself with the general background
of the business. '

(2)  The Procedures survey: through which
the writer acquires the necessary information
about the forms, operations, and eguipment
utilized in the existing system.

(3) Chart Preparation: to organize the
information that has beem gathered in an
effeetive form for study and reviews

(4) Development and presentation of
recommendationss which the writer thinks

are suitable and capable of improving the
existing systeme. :

In the procedure survey an Internal Contrel
Questioneire’ was used, As not all the sections of the
1.C+0s wore applicable oniy selected sections will be listed
in the appendix. Avrea not covered by the I.C.l. was recorded
on a format "Notes on Accounting Procedure"”, Subsequently,
on the spet observations were masde to verify ansvers to the
I:Celle and at times the answers were found to be ineconsistent
vith actual practices, Adjustmenis lave been made vherever
possible to reflect the true situation, _

4Jonnson, A.¥s "Auditing”, Rinechart (N.Y. 1959)
Ppe 51 |

s'nm I.C.0s vas o standard set supplied by Hanafish
Raslan, Ong & Mohammed, Chartered Accountant and Certified
Public Accountant (Maleysia).

-5 -



Although a standard 1.C.0., was meant for audit work
it was found useful in this study. To further explain proce-
dures and practices flov charts will be used wvhenever possible,
Attempis will be made to aveid detail description of procedures
if other simpler end easily understandable methods may be
employed,

ngggationg

The main problem encountered during the course of the
study was the great degree of reliance on trust. This leads
to the general belief, even among the top management that the
system is almost feel-proof and that no major fraud or
malpractice has taken places It should be noted that the
absence of discovery of frauds does not automatiecally rule
out the possibility of the same. The possibility will be
greater if the system of control is weak and consequently frauds
and other malpractices will remain undetected for long periods
of time, The paradox is that a weak system will encourage
frauds and at the same time those frauds will remain undetccted
end thus the tendency to believe that the system is sound,

There is also the inability to appreciate or the
ignorance of the advantages of a good system of internal control
except for a fow membors of the top level management group.
This may be due to the fact that the company was started as a
Chinese company with rather conservative business attitudes.
¥hen the company turned public there was not the accompanying
improvement in the system of accounting, Additions were made
every nowv and then with no thorough review of the entire
system, DBesides, there wvas the natural resistance to change
among the more senior members of the staff who have boen vith

the company since its establishuent,



CHAPTER I1X

NATURE OF BUSINESS

MelleMe Litd,
(Holding conpnny)

Hoteld No:nn Sdn. Bhd, Hotel H.rnn 6}!{.& JLtd,
100% subsidiory,

Cameron H'Lands Hotel
100# ambliaiuy.. 100# gubsidiary,

4L Ny

The hotel was established in 1958 under the Lim Foo
Yong Co, Ltd. In 1963 it turned public and the interest was
bought over by the newly incorporated Merlin Hotels Malaysia
Ltd, with an scthoriged eapital of $20 million of which
$10+5 million have been issued and paid uwp, Profit before
tex for the yoar ending 30th June 1967 was $1.2 million
contributed by the various cuhaiduﬂu and from its own
investment,

The income for the parent company comes mainly in
the form of dividends and interest as it is not actively
engaged in the running of the hotel. The parent company
controls the four subsidiaries with interest as 1listed in the
diagvem, There is praetically no active control over the
dny to day operation of the Hong Kong hotel, In the case of
Cameron Highlands Hotel the control is more apparent than real.
The entire running of that hotel is done by & separate manage=
ment team and so is the accounting, Monthly reports are sent

- T



down to keep the head office infowrmed as to its activities.
!!otel_ Merlin Sdn, Bhd, and Harlequin Sdn., Bhd, are subjeet to
the direet control of the parent company,

For the purposes ¢f this study we will try to approach
the subject of a hotel as sn entity. As such, itranssctions
of the parent company will be nminimised, VWe will deal with
the two subsidiaries under direct conirol in their eperation
of the hotel services and the catering services.

The parent company and the tvo subsidiaries are
housed in the same building., Hotel Merlin S8dn, Bhd. is
responsible for the hotel services, Income from the 'sales’
of rooms forma the bulk of the income ot the hotel as eoapu-od
vith income from the catering services, Harlequin is
respongible for the night-club and the catering services of
the hotel, However, a customer of one is usually a customer
of the other, This division of the tvo major services ‘
provided by & heotel is most artifieials In fact the line of
division is very vague. As such the computation of profit
for each of the organization will be unrealistic and the course
of management decisions will be affected. These two functions
are so inter-rolated and overlapping that pcrfommca reporh -
could not be prepared singly with any greal accuracy. A
great amount of the arbitrary allocation of cost and revenue
vill have to be employed in the determination of periediec
income.*

Treating the hotel and catering services as provided
by an entity has the advantage of projecting a clearer pleture
of the performance and profitability of the business, It
mey be argued that whatever cost and revenue accruing to these
two subsidiaries will eventually accrue to the parent company

ﬂn vriter was informed thatthis umuon m
mainly for tax purposes.

-8 -



and therefore it is unimportant as to vhere it is charged,
Howover, it will be e fallacy to think that o st and rovenue
are the only two variables in management decisionss Major
pelicy decisions on areas of personnel, standard of performance,
capital investment, advertising and sales promotion ars of great
importances. The lack of accurate performance reports will
hamper menagement decisions on the above areas. Vhatever
benefits derieved from the grouping of the two services under
different organizations would be lost if correct management
deecisions could not be arrived at,

Besides the services provided by these twe organiza-
tions there are other related services provided to reinforce
the hotel as an entity. The policy of management is ‘o make
the hotel a self contained unit so that residents will be able
to obtain all their necessities within the same building.

Other services
Among the other services provided include a bowling

centre, laundry, baby-sitting facilities, temporary custody of
valuables, transportation to and from the nrport and conference
fac:l.li.tie.. =

Services provided indirectly are the shopping arcade,
tourist information, airline offices and other services consi-
dered necessary for the convenience of a tourist, Rental
income is received from these ontcrpr:lnﬁ- ‘

The hotel and its related services may be depicted
on & diagram with the hotel services in the focus and the
related services circling it to make the hotel a self-contained

unit,

Because of the varying needs of the eustomers the
hotel operates residents accounts and eity accounts. The
former is & charge account for all "residents" which will be
settled at the termination of their stay at the hotel, City

- Q-



aceounts aro for noneresidents who consumes the other services
provided by the hotel other than the rental of rooms, It

- must not be misunderstood that residents sccount affects only
the operation of Hotel Merlin Sdne. Bhd, All chargoes for
services consumed by the residents may be charged to this
acoount including services provided by Harlequin,

The income of the hotel may be summarized asj

1. Rental of rooms and apartments,

2s Restaurant, night-club and catering services.
3. Recreation facilities e.g+ bowlinge

4, FHRental of office space.

5+ Miscellanecous income c.gs dry cleaning

and pressing.

SHOPPING ARCADE AIRLIRNE OFPICES BANE®
:lnclndi.:g mut, :
camnora gre;
curios, handicrtr?z .

gte,

GUIDED TOURS HANDLING
and other tourist AGENIS

S T &
SET / i e

CATERIN BOVLING CRNTRE SWIMMING
:uutggsﬁmn. | B0k
.w MOS
; H
CONEERENCES OTHER MISC,
SERVICES |
¥iG. 2

* Bank and Swimming Pool are under construction at the time

of study.



CHAPTER IIIX
ORGANIZATION STREUCTURE

A plan of orgenisation is the fundamental of any good
system of internal control. It provides a proper flow of
authority, rniponuibility end accountability. I% gives an”
employee confidenco as to the limits of his suthority end those
of others, and provides him with a place in the ontire machinery
to ensure its smooth rumning and continued efficiencys Division
of labour will enhance specialization leading to hipher produc-
tivity. Moreover,inherent in a plan of organization should be
the division of the functions of operation, custody of esseis
anéd rocovding, This division of responsibilities related to
the conduct of any business transaction among two or more
persons necessitate the existance of 'collu-ion in any attempt
to defraud the company, Similarly there should be ndcquuta
orgaenizationa) independence as betwoen operating, custodian md
accounting departments.

"An accounting department, independent of operations
and with no direct interest in production other then the accurate
recording of the cost data vith its sttendance checks on
anthorizptions and adherence to controls, can present to manage-
ment such reports and snalyses as are required for control of
operations, The planned organizational independence among
departnents thus serves to ostablish the rolhbulty and
integrity of the information,"t

It had been expected that an orgtuluﬂ(m of this
size would have an opcutivo organigation structure. m.:.
& chart should be available for quiék and easy ufcronc..

e

e

IAICPA’ 0P« Gi",, DPPe 8,
- 11 e



True to expectation a chart was available, However, the
chart vhich vas attached to the staff record book (now me
longer in use) was drawn about five years ago when the hotel
wvas reorganized as a public corporation., Although rapid
changes and development took place no review of the organi-
gation has been undertaken, Thus for all purposes and intent
the chart may be deemed to bo out of date, Further, it vas
rather surprising to know that such a complicated chart was
meant for the understanding of the general members of the
-staff, It is not the intention of the writer %o eriticize
the chart vhich vas very professionally drawn. , However, for
purposes it was intended, the chart may be said to be im«!mto_
in commmicating to the lower level of the hlomchy their
duties, responsibilities and mthortty. ’ |

To facilitate dumum & chart was drawn to
reflect the present conditions as was known to the writer. |
In some ways chart 2 is a simplification of chart 1 although
the arrangement and pattern are different. The chart was
drawn purely for the convenience of discussion and the [
element of uncertainty must alvays be considereds Allowance .
should be made as the organization structure is mt vuy well
defined, .

Prom chart 2 it can be seen that the hotel is treated
es o single organization vith only one Board of Dir cctors.
Though untrue this does not affect the organization as the
~boards of both subsidiaries are comprised of the same members.
In the ecase of Merlin Hotels (M) Ltd. there is only one
difference,> For the sake of convenionce the orgenisation is
hoaded by a single Board of Directors. Another point of
convenience is that the sharcholders of the parent company
appear at the top of the chart insofar as they are the owners
of the parent company vhich controls these two subsidiaries.
A R S5

2Hr ReCoP. Macgregor sits on the board of the parent
company while his slternate Mr, J.J. Darby sits on the boards
of the twvo mblidiariolo 1%
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share holders
R T R s R S

Board of Directors

Managing Director

l Secretary;hccountant |

Manager Accounts
Department
{ | [
Staff Officer Restaurant Manager Assistant Manager $ ger
Personnel Asst. Bowling Manager
Department
| 1
HousaXemHex Bowling Restaurant &
[ < Alley Bar
Camelot Pastry
Room floors pantry
| ] 18 ]
Bamb Dragon linen & Garden Repairs &
gﬁroo Court laundry Centre Reception Bowling maintenance
| |
cashier Security
T00TS Dragon Bowling Room Service Supervisor |
Courtn Bar
Floor Captains
I 123456789p/h
Chinese Western
Food oo rar
Kitchen Kite
=Tl

Chart 2: ORGANIZATION CHART OF HOTEL MERLIN




Although the chart depicﬁ 8 definite flow of
responsibilites and authority, in many instences this may not
be so, Among the lower level of the hierarchy the problem
of positioning is relatively unimportant, Their responsibility
is limited and so is their suthority., Normally their title
will confer the responsibility and the accompanying authority,
It is obvious that the captein of the various floors are
responsible for the maintenance of cleanliness and servicos
on his floor, Under him will be the amahs, bell-hops ete,

Hovever, as we proceed upwards the organization
begins to get confused., The division of responsibility hecomes
ill-dofined which may lead %o petiy joalousy and suspicion,
This is particularly true in the case of the non-unionised
members of the staff, Vithout any protection thoy are in
constant fear of losing their jobs and thus the "couldn't
care less” attitude though they could put in better eoffort.
This could be avoided if a proper organizetion chart is
prepared showing how each employee fits into ithe entire
machinery and this must be put into effective practices in
employee must be confident of his responsibility and sure of
his superiors and subordinates. To this end deparimental
charts may also be drawns : ,

It is not contented that the existing organization
is ineffective or inefficient, The very fact that the
organization is in operation proves that it is workable,
Rather the writer believes that greater effeciency,; and hence
profitability, could be attained if a better defined organi-
sation is established, It would be better to draw the
desirable chart first and then fit the personnel in rather
than to give a man a post and then see how we can alter the
chart to £it him in, The chart presented by the writer
may not be what the management has in mind, As such manage=
ment should formulate its policies,; construet a fhart according

to the prescribed policies and reshuffle the personnel
sccordingly. ' od]
15 &



Zop Supervisory Levol (refer to chart 3)

The orgenization structure at the top is rather
complex mainly because many of the members of the top manage-
ment group are exercising functions on behalf of more then
one company. Moreover, in many instences the responsibility
and authority are not in keeping with the privileges oz
remuneration, For example, the Secretary of Merlin Hotels -

(M) Bhd, is also the Secretary of Hobtel Merlin Sdn. Bhds snd
Harlequin Sdn, Bhd: In addition he is the registrar for the
parent company and the Accountent for the group. However,
his remuneration is far below that of the Hotel Manager or
the Restaurant Manager. In accordance with our treatment of
the hotel as an entity we will try to aveid tho complications
arising from this overlapping of functions,

The functions and dutiea of the members of the top
supervisory group are summarised belows

(1)

§

His functions are to implement the
policios of the Boards of Directors of the
companies, ususlly through the Seeretary,
However, he is direetly responsible to the
respective boards for the efficient running
of the hotel which includes both companies.

4 )
:

His actual title should be Secretary/
Accountant/Registrar, Vith respect to the
tvo functional companies he is the Seeretary
and the Accountant. His duties include:

(a) Being responsible to the
Managing Director for the efficient
running of the Accounts Department
and to see to it that periodic
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Staff Officer

City chouz;xts
Debtors Clerk




reports and financial statements
‘are brought out on time.

(b) Being the Public Relation
Officer of the Merlim Group of
Companies. He has to see that the
company complies with all statutory
requirements.

(e) Denling with gemeral correspondence
~ pertaining to Secretarial, Accounting
and Registration work.

(@) Being responsible for Share
registration, -

{e) Being responsible to the Maneging
Director and the Board of Directors
for the implementation of the boards'
policies. -

(111) Manamrel Emd i erian (L narieauin
The Manager is in charge of the day to
day running of Hotel Merlin Sdne Bhd, and

Harlequin Sdn. Bhde He is responsible to the
Managing Director for tho nmning of thuo

companiea.
(iv)Bow:

Together with the Bowling Assistant
Manager they are responsible for the rumning of
the Bovling Centre which includes the alley and
the bar and resteurant, His position as General
Supervisor is rather ambiguous, This will be
discussed later in the chapter, As for the
Bowling Centre his duties include the keeping

of the accounts pertaeining to his depertment;
those of the centre's debtors,
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(v) The Assistent Manager

The Assistant Manager of the hotel
assist the Hotel Manager in the day to day
running of the hotel, Specifically he is
in charge of making the monthly physical
stock count,.

(vi) The Restsurant Manager

He is responsible for the running of
the various food and drink centres. '

(vii) The Staff Officer
All matters pertaining to staff are
the responsibilities of tho Mr Officer,
This includes:

{a) xncplnz of employment records.
{b) coupnation of payroll and
the payout of wages and
salaries,
{e) 8its with the Hotel Manager
at the negotiating table
vhen facing the Union,

A point to mote is that the writor found it rather

difficult to place the pkivate secretary to the Managing
Director on the organization chart. Her responsibilities
‘and authorities are so vast yet so ill«defined. Her duties

includes _
(a) Being responsible for daily banking,
(b) Wwriting up payment vouchora,
(¢) Control and preparing choques for payments.
(d) Ordering replacement stoclk,

Another point of ambiguity is the post of the
General Supervisor, By adding this title to that of Bowling
Centre Manager his suthority extends to cover the entire hotel,
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Hovever, his duties snd responsibilities are not defined
especially in relation to the other top persomnel, for example,
the assistant manager, the house-keeper and the staff officer,
The writer is under the impression that this post is redundant
as the other arees of hotel management are under responsible
officers.

The post of Staff 0fficer is slso plagued with
uncertainty, Placing him on the same level as the assistant
managery the restaurant manager and the bewling manager may not
be in keeping with his actual authority although his respon-
sibilities justify the placings During the course of the
interview the writer discovered that he is mot confident of
his authority and he is not sure vhehter cortain officers are
his subordinates or superiorss Added to this is the foet
that he is not accorded certain privileges enjoyed by the other
nembers of the top management group, for example, free meoals
and refreshment in the hotel's restaurant and tea room, This
post and its accompanying suthority and responsibilities should
be revieved especially as the hotel is in a process of
expansion and the employees may be doubled or trebled over the
present number of four hundrad, B |

n.mmmm (vofor to chart 4)

This department deserves special cu-mutnn as its
role in relation to the study of internal control is of special
significance, It is this department that oxercises most of
the Tinancial controls, Nearly all the transactions are
recorded heres, At the head of this dnpartnent is the Secretary/

Accountant who is responsible to the Managing Director and the
boards for the accounts cnd the secretarial work, The other

members of the Accounts Department ares

(i) Book-keopexr
He supervises the accounting staff and

is directly responsible to the Secretary/
Accountant, He is in charge of writing up the



books of Hotel Merlin Sdn, Bhd, and Harlequin
S8dn., Bhd. and slso supervises the Assistant
Book=-keeper vho writes up the books of the
parent compéhy.' G

His duties includes

(an) V¥riting up the General Ledger.
(b) Posting from subsidiary books
to the General Ledger,

{e) ¥riting up the Cash summary
book, :

(d) ¥riting up the Hong Kong
debtors and shop debtors
ledger. ' :

(¢) Preparing the monthly bank

| reconeiliation statements.
(2) Proparing and finslising

monthly accounts end reports.

(i1) Assistant Book-keeper |

His principal duty is to write up the
books of the parent company and assist the Boolk=
keeper in his duties., His duties includes

(a) Preparing the daily reports.
(b) VWriting up the daily Sales
Summary books,.

(iii) Creditors Clorlk

He is responsible for the keeping of
creditors records. His duties iucifndo:

{(a) Entering invoices in purchase
day books, v :

(b) Vriting up the Cash Payments
booksa : S8

(¢) Posting to individual creditors
accounts, w0 '

g



(d) writing up the Cash purchases
books,

(@) Checking monthly creditors
statements of accounts to
individual creditors ledger
accounts, end to advise the
Secretary to the Managing
Director on mnnta to be
made,

(£) Billing of electri.city ohsrgol

: to shop renters,

(g) Baleneing individusl lrtlitorn
ledger with control ancecounts,

(iv) Stoek Ledger Glexk

He is ruponnibh tor wﬂthg up the
stock ledger. Ril dutioa inecludes

(a) mtcring dotunl of all
' inooninc utock tn 'Bho stock :

- “ledgor. .

(b) Entoring all dotails of
nquidtim ln the ctock
IOGEGrQ .3

(e) Checking the stock mry
sheet prepared hy the Store~
‘keeper to the H.mcial mck :
Ledger, -
A1l differences are tmrutigatcd

and corrected by him,

(a) Holding the key to the "new'
store room in vhich sof$
!‘nrniohinga, erockery, linen
end chit books sre kept.

(e) Proparing Dragon Court Chinese
food section Daily Sales Summary
reports,
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- (£) Prepering Bowling Centre Daily
Sales Summary reports,

{v)

Her duties includes

(a) PEntoring from duplicate bills
to the individual ledger account,

(b) Posting to the individual ledger
accounts from the Cash Receipts
book, ' why e

(¢) Balancing the individual residents
debtors with the control sccount.,

(d) Preparihg the monthly statements
of accounts for decpatohing to
cn:tcnert. ' '

nts Debtoxs

Her duties includes

(n) Entering the details of chits
from food and drink departments
(in respect of City Accounts)
in the Daily Sales book(Journal).

(b) Posting from (a) Daily Sales
book and (b) Cash Receipts
book to City Accounts debtors.

(¢) Balancing individual city accounts
debtors ledger with the control
account,

(d) Preparing the monthly statements

- of accounts for despatching to
customers,

(e) Entering chits from the Bowling
Centre to the coupons journal
and posting to individual
accounin,
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(vii) Bills Clerks

Their responsibility is the collection
and analysis of the chits (bilis)s Their duties
includes

(a) Collecting of chits from nll
departments except Dragon Court
Chinese Section at 8,30 a,m,
every morning.

{(b) Sortinr out all the chits from
each department in “ritl e
numbers,

(¢) Checking soquence o! cﬁﬂ.

' numbers,

(d) Anslysing the chits into cash

. and credit sales and analysis
of eredit sales Inte (a) City
accounts and (b) Residents
accounts,

(e) Preparing the Daily Sales ..
Sumnmary reports and presenting

" them to the Book-keeper,



CHAPTER IV
HOTEL SERVICES INTERNAL CONTROL

Vhen discussing the system of intermal control of the
hotel services we will limit 1% to those sections under the
Assistant Manager and House-keeper, The internal control
involved is mainly administrative in nature except in the case
of billing and the work of the cashior vhere certain finsneial
aspects will come in, The first point that neecds to be
highlighted is thet these services operate 24 hours o day and
es such a shift system is involved, Secondly the cnshier is
not secluded from other employecs but housed in the same enclosure
as can be seen on the lay-outs  This is to facilitate serving
of customers, Thus we have a centralised service centre atten-
ding to all the needs of the customer when checking in and out,

2he Rogception Counter
The various functions performed at the Reception
Counter ares ¥ s ; ~ 4

(i) Book:lig of Roons

(i1) Registration - |
(ii1) Preparation of residents' bills
(iv) The Cashier

(v) Custody of room keys and post,

Filihgr Room
& “ Reservation '~
Typist

Operator)

Key and Billing & "
Post (Machine Reception Reception

FiG. 3
RECEPTION COUNTER
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(1) Booking of Rooms

Bookings cen be done either by phone or by letier,
If by phone, the particulars are recorded on & Booking Confir-
mation Slip as shown in (Appendix 4., 1). The particulars ave
then entered into a diary according to the date of expected
arrival and the slips filed away for cross referemce. Bookings
are accepbed oﬁly if vacancies are available, vhich can be
casily determined from the chart (Appendix 4. 2). Bookings
are then plotted on the chart to bring it up to date, Two
days prior to the day of expected arrivel the information is
typed on a card and filed in a folder for that particular day.
As such there are two folders, one for the current day and one
for the next day . '

(1) Registration

On arrival the guests are required to fill in a sort
of registration forms (Appendix 4. 3)s The top half of the
form serves as a ledger card and the lover portion is for
police purposes and also for the hotel refercnces. Particulars
recorded in the lower portion are transferred to a police record
books The cards are then filed away alphabeticallys In the
case of regular customers they are only required 4o sign both
portions of the formas their particulars have already boen

recorded.

The forms are prenmumberod im both portions snd every
card must be accounted for, For sdded control each form is
accompanied by a customers bill of the same numbers Therefore,
"both forms must be used simultaneously., After all the
requirements hoave beon seen %o, the ledger card and the un
are passed on to the billing cinrk. ' :

(iii)

An NCR machine specially designed for hotels is used
for this purpose. There is a keyboard to record numersls for
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the amount to be charged, enother for recording of the parti-
loars esgs Dragon Court, Bamboo Bar, telegram, telephone ote.
and one for printing the room mumber (for the first card of
the bill) or card number (for subsequent ecards), A slot is
built in o accommodate the customers permanent bill, the
ledger ecard and the customers copy of the sales chit for
vhich the expenditure has been incurred, All the three ;
documents are insevted into the machine and posting is done
simultaneously, The new balance will appear on both the
ledger card and the permanent bill and the amount charged
vill be printed on the sales chit,* | "

All posted coples of the sales chit are stored in
the individual slots for oach room, And if the guest so -
desire these chits are attached to the permanent bill on
settlement, &, o :

All the postings are recorded on a machine tape,
vhich will be used for adjusbmentis in the deily machine trial
balance (a sales summary report) after which the tape is gent
down 4o the Accounis Depariment.

This department operates 24 hours a day with shifts
of 8 hours esch, There is always the possibility that
expenses incurred just prior to checking out are not passed
on to the billing elerk for posting, FNormally the billing
clerk wmill ssk the guests if any unrecorded expenditure has
been incurred snd leave it to their integrity,

(iv) o Cashier

The mein function of the ecashier is to woceive
settlements of resident's secounts, Vhen the guest checks

*As such the bill is elvays reedy for customers checking
out. Room rental charges are only posted on customer checking
pul vhen the number of days has to be caloulateds
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out the billing clerk hands the final bill to the eashier.
Settlement can either be in cashy cheques, foreign currency
or chargod to accounts If the bill is to be charged the
guest is made to sign and this will then be compared with the
reservation slip, These bills will be stored soparstely

and treated as outstanding. To follow up the bill a cover
letter is prepared by the billing department and posted by
the accounting department. Subsequent settlements are handed
to the billing deparimont and the cash will go to the cashier.

Por his cash dealings the eashier has a float of
810,000,00, Most of the cash receipis come from settlement
of residents accounts and from the various service centres.
The daily collections from these centres o.gs Dragon Court,
Camelot Room and Bamboo Bar are handed to the cashier and o
receipt from the Harlequin Receipt Book will be issucd, For
collections from the bowvling alley a separate book will be
useds The cashier also keep cash as a safe keeping facili-
ties extended to guestss If the guest so desires his account
may be credited and an official receipt issued, One of the
great wealnesses in the cashier's department may be his
function as a money changor not only for foreign currency
but also for cheques. g

Because of the fluctuating exchanges rates there
are bound to be gains on exchange and there is the inherent
danger that the cashier may perform this function as a
profit-making enterprise. It must be pemembered that dhe
money changing function is only a service extended to the
customers. Morcover, no records are kept for this function.

According to the cashier himself the gains are usually used
to offset cash shortages due to errors in collection or
exchange but this is never reported. This dealing in
foreign currency must be effectively controlled. |

Cash disbursement is also handlled by the same
cashior and may be in various forms., If the guest imcurred
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expenses with the bovwling slley or the key and post depart-.
ment the cashier will pag} cash in exchange for the sale
chitss These expenses vwill then be charged to the guests
eccounts, The reason for the change in standard procedures
of the other service cemtres could not be explained, In
addition goods ordered by the guests to be delivered %o the
hotel and to be charged to his account will be paid for by
the eashior, A chit will be written out of the Miseellanoous
Charges Book and will be posted to the guest's account,

Cash loans may be extended to the guests, This may arise
vhen the guests cheques have not arrived. These loans
must be approved by the manager and the gusnt is required
%o sign a voucher,

In addition to his dealings with the guesis the
cashier may be required to disburse cash in the form of salary
advances end cash advances to employeesof the hotels A
voucher must be prepared by the employee, approved by the
manager, signed by the employer and initialled by the
cashier, Cash is thon pald and the voucher reteined. This
will then be handed down to the staff officer who will make
the necessary deductions from the salary or the tips for
salary advances and cash advances respectively., The deduc-
tions will then be sent up to reimburse the cashier, It
can be seen that the cashier has both receipis and disburse-
ment functions, On top of that the cashier also scts as
money changer. This multiplieity of functions coupled by
the lack of control at a higher level leaves room for
improvement in the contrel procedures,

(v)  Key and Post

Situated at the Reception Counter is the Koy and
Post Department which operates 24 hours a day with three
shifts of 8 hours eachs Its main functions is the safe .
custody of room keoys, the guests' mail, the posting of
letters of the guests and the sale of stamps, Stamps are
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sold for cash or charged to account. = VWhen & gucst requests
that his articles be posted; and the expenses charged to an
accouni, the men on duty performs the necessary services and
then presonts a voucher te the billing clerk to be posted to
the guesta' account, This service is non-profit making.
Before going off duty the man on duty will make & count of
the stemps, the cash and the vouchers and record them in a
rough day books The last shift will reconcile the doy's
transactions before going off duty, whiech may appears

2nd .  Stamps -  $219 00
N Cash - %500
Vouchers . 12,00
Aziz (short . 1.45
Kama (short o 3400
Lingan - -
Total = §300,00

The vouchers are tabulated and the cash claimed from the
cashier the next morning, As such the float is always
maintained at $300/= mmo will be the’ rumlihniﬁy-
of the man on duty. .

Boon _Sexviges

The maintenance of a high standard of room services
is the direct féiponslbility of the &mso—kéepor . B'nry
floor has two boys, two amshs snd a floor captain to see to
the nceds of the guests, Besides providing the services
vhich are covered by the rental of rooms other facilities
may be charged to the guests® account, Room services cover
all the facilities extended to the customers by the staff of
that particular floors

(1) mum.mmum

Morning tea and toast is provided free of charge.
Other requirements that may be provided by the floor kitchen
is recorded on the floor captain's sales chit book, for



example, coffee, and toast.' Médls and hard drinks are
provided by the Dragon Court and The Bamboo Bar respectively.
The floor boys will take the order but the delivery and the
charging will be done by the respective service centres.

(ii) en_ex a

Guests' personal effects are washed free of charge
except in the cage of pressing and dry cleaning, Service
requisition slips are sent down with the articles and
subsequently charged to the guests' account,.

(iii) Other services

These include babywsitting, temporary safe keeping
of luggage end telephoneg, telegrams and other miscellaneous

services,

Furniture and»fgzgure

The House-keeper keeps a list of the furniture and
fixtures in each room. _Any subsequent changes are also
recorded, However, repeirs and maintenance garried out by
the hotel carpentry department are not recordeds The
carpentry department itself does not keep any books as to
the amount of work dones The entire cost of rumning that
department is lumped together and reflected as capital
expenditure, It is recommended that proper allocgtion of
_cost be oaiabliahed so as to ensure a better matching of

cost and revenue besides the internal control advantages,
wl Cent
The income of the Bowling Centre is comprised of
the followings |
Do Bcwling

b. Shae rental
Cce Bar sales
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ds Restaurant sales

e« Cigaretic sales

The procedure governing the last three items are
standardized and will be discussed in the next chapter,
The only exception is that all soales are treated as cash
sales by the depariment cashier and as such also by the
accounting department, This is not sirictly correct, Sales
are both cash and eredit, They may be classified ast

(i) Cash sales
(ii) Sales to city account- and Arthur's

Cave Club members
(iii) Sale to resident accounts
(iv) Sales charged to companies aocouata
(v) Sale to Hotel's own staff, s 8

The other feature of the Bowling ccuirc vhich are
%o be considered ares

{(vi) Sponsors of Bowling competitions
(vii) Telescore
(viii) Bar, Restsurant and cigarette sales

(1) Cash _salos

' The corner butt of the prenumbered score sheet is
used to record the time; lane number, number of gemes and
shore reatal. All the particulars are machine posteds The

cash register holds a float of $700,00, For control purposes
only the manager and the assistant menager keep the key which
operatos the machine total, Therefore, the cashier does

not know the total collection at any point of time.

The coerner butts of the score sheets are retained
to verify the machine total, Sirict contrel is exercised
over the score sheets which is serially prenumbered and every
number must be accounted for,

(i1)

City accounts customers and Arthur's Cave Club

w33 %



CHART 5

BOVLING CENIRE
FUR OF COUPONS BY
CITY A/C ARTHUR®S CAVE MRMBERS

City A/C & Art:mr's Cave Members

|
City Accounts Arthur's Cave Club
Customers Chits Members Chit
City Accounts Clerk Sent to

Arthur's Cave Club

Bowling Cemntre
Coupons Journal

—
e ]

General Journal Individual
Debtors Account

General Ledgex
Dy City A/C Debtor
Crs Coupons Account
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CHART 6

BOVLING CENTRE
USE_OF COURONS.

K . Customers FPresent Coupons

Potty Cash Float

of §700/- (At the
end of the day, the
bowling centre cashier
will substitute the
coupons with an .
equivalent amount of
cash taken from the
cash float of $700/-
in order to treat all
sales as cash sales)

Bowling Centre Cashier

Comions Moin C_fuh_i_ex_'
| ‘
City Aeccounts Arthur's Cave Receipts
Coupons Club Members
l
Accounts Arthur's Cave Cash Receipts
Department clnlb Book
Cheque to Cheque to Reimburse
Reimburse Petty Petdy Cash Float of
Cash Float of 00/
$700/- $700/~
Cash Payments
Book

General Ledger
Nres Oannons Account



members may purchase coupons from the menager of the Bowling
centre, These coupons are stamped and bear the signature
of the bovling menager on the backs Each coupon is valued
at $1,50 snd are bound into books of ten coupons eachs A
chit is made out Hr the number and the value of coupons they
have taken. '

Chits made out on behalf of city accounts are sent
to the city accounts clerk who onters in the bovling contre
journal and the individual debtors records The monthly
totals of the bowling centre journal are debited to ecity
account debtors and eredited 4o coupons account, Chits
made on bohalf of Arthur's Cave Club members are sent down .
to Arthur's Cave Club which will colleect from its members
and pay the bowling centro,. '

The coupons may be used as cash. The cashier on
receiving the coupons may check the authencity of the coupons
with the dockets of coupons issued, The cashier collects
these coupons but rings them through the Cash register as
Cash Sales, At the end of the day the cashier adds up the
value of the coupons received and an equivalent amount of
cash is taken from the eashier's floet of $700,00, VWhen the
eash float is low the coupons are sent to the Accounts
department in the case of city accounts and to Arthur's Cave
Club in the case of its members and the bowling centre is
reimbursed by en amount equivalent in value to the coupons.
In the accounts department the reimbursement of coupons is
put through the Cash Payments book and posted to the debit of
coupens accounts in the ledgers :

(iii)

In the case of charges to Residents Accounts &
separate chit book is issued, Particulers and amount are
recorded on the three copies of the chit and the customer's
copy is immediately sent to the billing clerk, Cash will be



paid out by the Chief Cashior to reimburse the bowling centre
and a Miscellancous Charges chit will be made out for the
equivalent amount. The bowling centre will treat this as
ordinery cash sales,

(iv)

_ Credit sales are granted to companies with standing
accounts with the bowling centre, Normally such companies
have teams in the league competitions or certain managerial
staff are alloved to charge Yo company's account, A special
¢hit book is used for the purpose. The customer!s chit is
sent to the manager with the score sheeits butts attached,

The particulars sre recorded in the Salos Journal end
subsequently posted to the Dobtors Ledgers.  An amount of
cash equal to the amowunt of the chits is taken from the
manager's cash float of $6,000 by the bowling manager and
given to the cashier who will ¢roat it as cash sales,

Monthly statements are extracted from the Debtors
Ledgers.( a memorsndum ledger) for collection from &btors
to reimburse the cash float,

In the ovcnt that the float is short of cash the
chits will be recorded in a ecredit sales book and will be
paid for by the manager where the float is reimbursed. In
this case the score sheet butts and the sales chit will be
- retained by the manager until settled by that particular
debtor or from the manager's float,

(v)  Seles to hotel own staff

Staff members of the botol are charged $1,20 a
gemo { a concession of 30 ets.). This must be approved
either by the manager or the assistant manager who will stamp

and sign the back of the score sheet butt "Hotel Staff",
No credit facility is extended to members of the staff,.



{vi) ors o W, 4

Sponsors are required to contribute priszes, wvhich
may be in eny forms If sponsors profer the bowling centre
t0 obtain the trophies their standing account will be eredited
with the amount agreed upon, The benefits to the sponsor:
will be the edvantage of advertisement and the entrance fee
charged, The centre benefits from an increasse in gemes
played for which the normal charfie of $1.,50 a game will be
levied,

(vii) Zelescove

In leggue gemes an electronie deviece, ‘telescore',
is used instend of the ordinary secore sheets, This facility
may also be extended to customers, If it were eash sale the
score sheets would be entered, posted, and destroyed and the
butts retained, For oredit sales the nornal eredit sales
chit will be written out and handed to the managers It is
hig responsibility to destroy the number of score charts
required and to see to it that they are not reissued.

(viii) E

The same eredit facilities are extended to City
Accounts, Resident Accounts; Arthur's Cave Club members and
company accounts as in the case of bovling.



CHAPTER V
CATERING  BERVICES =~ INTERNAL CONTROL

Included fer Qiscussion in this chapter will be the
Dragon Court, the Camelot Roomy; the Bamboo Bar and the Bowling
Centre bar and restaurant, The Camelot Room caters only for
light refreshment and snacks, the Bamboo Bar is essentially a
bar and the Dragon Court is both & night<club and & restsurant,
The procedure for the taking of orders, serving and issuing
of bills (chits), colloction of cash and charging to accounts
are standardized for all the service centress For convenience
only the sales procedure will be discussed hore and the
accounting aspect of sales will be dealt with in the next
chapter,

Sales (rofer to chart 7)

The waiter takes the order on pronumbered forms.
The first copy is given to the kitchen or the bar as &
requisition order to be served. The second copy goes %o
the departmoent cashier who will make out the sales chits or
bills. These will be prosented to the customer for payment
or for his signature with respect to cash and credit sales
respectivelys Cash collected from the cash sales are
deposited with the chief cashier at the end of the doy for
vhich a receipt is obtained. Chits signed by residenis
will be handed to the billing clerk for posting to the ,
resident's ledger eard, City Accounts end staff chiis are
handed down to the Accounts Depertment. All sales both
cash and credit are recorded on a Daily sales summary sheot.
However, authorised staff consumption is free of charge.
These items consumed by these staff members are not entered
into the summary sheet becouse it is considered undesirable
to inflate the sales figure unnecessarily, The duplicate
copy of mdl sales chits, the wmeceipt from the chief cashier

P



CUSTOMER
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" Orders
taken
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and the summary will be collected by the two chit clerks
from the Accounts Depariment the next morning for posting and
analysis,

In catering for large parties the normal sales
procedure is dispensed with.Orders are prearrsnged and
normally a written or verbal arrangement will be entered into
vith regards the food, the number of people attending and
the charges. Subsequently, the total amount will be debited
t0 a debtor's account in Harlequin's books.

For night~club services a "cover charge" may be
levied on the customers, This is to defray part of the cost
of the fléor-show, At times the show may be sponsored by
sume commercial organizations, In this case the "cover

charge” will go to the organization,
ter—depar tal Sa

This aspect arises from the specialized nature of
the Camelot Room and the Bamboo Bar,  VWhen a customer orders
something not available in that department the waiter in
charge will acquire it from the other.  The acquiring
department will pay the amount out of its own cash float
and wubsequently include it in the customer's chit,

Problem of Igogggfioatiog

Vhen a customer requests that his chits be charged
to his sccount he is required to sign and to give his account
number or room number for a City Accounts and Resident Accounts
respectively, The problem of identification arises when the
waiter or the cashier is not able to recognize the customer.
There is no way to determine the suthencity of the signature
or the number without causing some embarrasment, There are
times when regular customers leave the chits unsigned but
merely request that they be charged to their accounts.
Subsequently when the chits were presented for payment they
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disown any incurrence of the expenditure. The absence of
their signature will absolve them from any liabilities.

Management should establish a way by vhich eredit
customers mey be identified. For example & credit card may
be issued which should be small enough to be conveniently
carried around, However, employces should only ask for
identification if they have any doubt as to the authencity
of the signature or the ageount member,

tche r

No food may be issued from the kitchen unless an
order slip is received with the necessary suthorizatiom,
for example, the signature of the waiter who took the order,
The kitchen clerk is responsible for the recerding of all
food issue and at the end of the day & reconciliation is
made with the amount of stock used.

~ Sidilarly all sales of drinks must be subatantiated
by an order slip., The amount of qunor 1sauod are rocordod
on a chart snd totalled up at the end of the day. These
totels are eompared with those of the orders accounted for.
Even drink issued to members of the top level management
group must be accompanied by an order slip. Each moraing
the bar chief of the Bamboo Bar who is in charge of all the
bars in the hotel makes & round of the bars and check the
stock to determine the amount of ligquor used up dnring the

previous day.,



CHAPTER VI
INTERNAL CONTROL THROUGH THE ACCOUNTING SISTEM

The last two chaplers dealt mainly with the services
provided by the hotel, Control procedures in those areas
are basically of an administrative nmature vhich helps in the
efficiont running of the hotel and maintaining it on an
international standard. This chapter will lay greater
emphasis on the accounting controls as are being practised by
the hotels '

This chapter should be read in conjunction with the

Internsl Conirol Questionaire in Appendix I. Vhen analysing
the Questionaire it is important to note that only certain
sections of the standard format have been used, Vhen the
answer to the first of a series of questions is negative the
rest of the questions would not be included as they would
have become non=-applicable. In this chapter attempis are
mede to avoid dupliecating questions answered in the Intornel
Contrel Questionaire. Sl ST

Discussion on the internal control through the
accounting system ineludes such things as budgeting, cost
snalysis, performance reporting, functional division of
responsibilities and the proper recording of transactions,

Before going into the discussion proper it must be
brought out that.Hotel Morlin Sdn, Berhad is responsible for
the collection of the debtors of Harlequin Sdn, Berhad and
the payment of the debts of Harlequin, In other words the
debtors and creditors of Harlequin Sdn, Berhad are in Hotel
Merlin's books, This is made possible through inter-company
clearing accounts in the books of both companies.

The Books kept are as follows:
1, General Ledger
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2. COreditors Ledger
3« Debtors Ledger - Residents Account
City Account

Subsidiaxy Books

1, Stores Ledger Account
2e Shop Debtors
3. Shops Rental

4, Purchase Day Book

5s Purchases Returns Book

6. Sales Journal

7. Cash Book

8. General Journal Ke

9« Book Payments ARy

10,  Cash Receipts i ; City Account
b) Residents Account

& Sundry
I. ases d e Credit

Purchases may be divided intos

(i) Presh food purchasos
(ii) Provisions
(iii) Other purchases
Each of the above classes of mr@hue: are handled
by different people and they do not follow n standard
procedure, = Order forms are very soldom sent to the supplier

as most of the ordering is done by telephone.

(1) mm.zm.mm

The pm-ohanr purchasecs frolh food from
the market daily, He is informed by the
chief cooks of the Chinese end European
kitchens as to the requirements for the day.
Purchases ere both by cash and on credit,
Credit purchases are mainly from regular
suppliers e.g. Hock Lee while the cash
purchases ere mainly from the markets The

purchaser is allowed the discretion to buy
from the cheapest supplier and there is mo

B A



further check from a senior officer.

¥hen the fresh food arrives they are checked

by the Kitchen clerk against invoices end cash
bills for eredit and cash purchases respectively.
After checking, the fresh food is separated and
sent to the Chinese and European Kitchens
nccordinglys

For eredit purchases for the Buropesn
Kitchen the inveoices are initialled by the
Kitchen clerk and approved by the Manager,

In the case of the Chinese Kitchen the inveices
are initialled by the Kitchen clork ancl
approved by the Chief Cook, A

The purcheser peys in advence for all
cash purchases. IHe then makes out bills,
supported by inveices wvhenéver possible, for
these cash purchases, The Kitchen clerk then
initials the bills to indicate approval, The
purchaser is reimbursed by means of a cheque
every ten duys in the case of the Chinese
restaurant purchases and every fifteen days
in the case of the European restaurant
purchases. He will be paid by the Secrotary
4o the Mansging-Direetor who conirols the
choque books, The cheque butis, supported by
cash bills are used to write up & cash purchase
book which is similar to a peity cash book,
The additions and celeulations are checked by
& cloerk in the Accounts Department,

(ii) Purchascs of Provisions

The store keoper makes oult a Store Order
Form (Figes 4) as to the required items and
presents it to the Manager for approval, On
the order form will be stated the supplier
and the unit price of each items, On receiving

- 44 -



the approved order the store~keoper orders

the goods by phones The invoices accompany
the delivery of the goods and the store=keeper
checlks as to invoice and order form (note that
the order form is only for internal use)., The
items are then entered into the goods received
day book and the individual bin eards, (Appendix
4, 4) All invoices have to be authorised by
the Manager before they are handed to the
creditors ledger clerk, The store-keeper is
alwvays kept informed by the suppliers as to
the most current prices,

HOTEL MERLIN Nos sassssnvanse
STORE CRDER FORM Date sesonsecne

Quantity Description of Supplier Price Remarks
Required Goods required

Store~Keeper or :
chef de cruisine seeeesssessesass

AR A R S R R R T P R R R R R R

Manager's Signature

FIGs 4
STORE ORDER FORM

Some goods may be taken on consignment, for
example, liquor and aleccholie drinks from
Calbeck Macgregor & Co, Ltd, Specific
consignuent forms are used for cach
consignor. (Fig. 5)
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CALBECK R & CO Y]

To: ot r

LSuele Lumpur

Sherry Stock Goods Total Goods Balance Cost Yalue of
on Taken Stock. Con- Stock per Goods

hand sumed bottle Consumed

FAWE " e e
- GOODS OGN CGONSIGNMENT FORM

- On vrec@iving the consignment the
particulars are entered inito a consignment
day book and subsequently into the individusl
consignment forms Bin cards are also
maintained for goods on consignment,

At the end of every month the consignor
vill check the stock with the store-keeper
and thus determine the amount consumeds An
invoice for the velue of the stock consumed
will be sent to the manager for approvel and
then to the store ledger elerk,

(1ii) Goods Roturned

Goods ©.g. wine, liguor or spoilt items
vhen returned to the suppliers will be
accompanied by a Goods Returned Advice (Pige6)
issued by the store-keeper. These advices
uro in duplicates The first copy is given
to the supplier wvhen he collects the returned
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goods and he is required to sign the second
copy to indicate that the goods have been
returned,

There are two courses open to the
suppliers., They may replace the goods,
{in the case of defective or spoilt goods)
in vhich case no discounting will be involved,
Alternatively they may give a credit noto.
The store~keeper checks the credit note and
then enters it on the bin cards In the
Acébunta Department the creditors ledger
elerk writes the credit notes in the
Purchases Returned Book and post them to the
Genersl Ledger and the individual creditors
sccountss For soft drinks and beer the siove~
keeper does not issue any Goods Returned
Advices = Those goods o be returned are kopt
at the store. Vhen the salesman comes,; he
will issue @ credit mote on the spots The
credit note is entered in the Purchases
Returnod Bo§k\by tho creditors ledger elerk
as above. | L |

HOTEL MERLIN
M/S SeasssasasnanNsEsNEAS No. Shrabenassasasees

Dear Sil‘ﬂ, :
¥e return to you the following geods
fuentity  Bize Aiens Amount

Ploese pass credit or forward us & replacement to
our company, on your credit mote please quote the sbove
document number,

SeBseTRRNBRSRNRAS SescsosrsnatedneRRsRABe

Store-keeper

P1G. 6 GOODS RETURNED ADVICE
A




(iv) ot r Crodid ehes
Other eredit purcheses include
1. Bowling Centre oquipamt and

sundries

2+ RBlectrical fittings, Printing
& Stationery, toilet, la.nnd.ry,
advertising and other
migcelloneous items.

3. Capital purchases.

Host of these purchases ‘i'a handled
by the Secrotary to the Meneging-Director,
No order forms are used, However, in the
case of capital purchases officisl sorres-
pondence may provide the necessary controls,
She orders the goads whenever the stock is
low or when that particular item is required,

- (v)  Zrade Creditors (Refer to chart §)

All incoming moicos have to be
authorised by the Manager before they are
handed to thb aredi‘bora ledger c¢lerk, All
purchases in wrespect of foed, liguor and
bowling centre are Harlequin expenses vhilst
all purchases in respeet of hotel maintenance,
and services to customers are Hotel Merlin's
expenses, MHotel Merlin hes twe purchases
day books {Purchases Journals) one for ecapital
purchascs and one for revenue purchases,
Harlequin alse has two purchases day books
one for Chinese food and bowling centre and
the other for European food section.

The ereditors ledger clerk enters the
details of each invoice in the respective
purchases day book from which it is posted
to the General ledger and the individual
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Control
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Iavoices
!lerkin Harlequin
Ptu-cfusu Purcpascs
Capital Purchases Revenue - Chinese Restsurant European Restaurant
, Boolk ’ hases Book & Bowling Centre Purchases,Day Book
: . & N .. Day Book -
Individual Creditors
Accounts
General Ledgexr Gemeral Ledger Genersl Ledger General Ledger
Drs Asset » Dr: Expenses Dr: BExpenses Ilrs Expenses
Accounts Accownts Agcounts Agcounts
Cr: Croditors Crs g:;g::ra Cr: Hotel Cr: Hotel

H&rim\/lhrltn

In Hotel Mexlin's Beok
Dr: Harlequin Account
Cr: Creditors Condrel



cereditors accounts, Statements from
creditors are checked by the eveditors
ledger clerk to the particular creditors
account in the creditors ledger before
payment is made to creditors,

b ¢ Stock Control (refer to chart 9)

There is ne standard procedure of control over all
classes of stocks The only area which stoek contrel is
effective is the central store where provisions, liguor and
certain stationeries are kepts Control in the other areas
is rather weak, only the central store keeps adequate
rocords of its receipts, issues and stock on hands This
procedure could be extended tc the other areas:

- The procedure governing stock receipis bas been.
mentioned earlier and is depicted in chart 9, The invoices
will sccompeny the delivery of goodss The particulars are
entered into the bin cards and the stock receipts book.

A clerk from the Accounts Department will write up the siock
ledger with particulers from the stoeck receipts books

i TRR,

(i) Reguigitions.

_The bar chief or departmental capieins
£i11 in and sign a requisition form (Fig.7)
for the required items of provisions,  This
has to be &pprove& by ‘the Manager bqforq
presentation to the storo-=keoper. The
reoquigsition form is retained by the
store-keeper who records the issues in the
parbticular bin card and the Requisition

Day Book. (Fig. 8)

At the end of the day the store-

keeper subnmits a swmmary report (Appendix
4, 5) to the Bookekeeper of the Accounts
Department, The report summarises the daily
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CHART 9

£T0CK _ CORIROL

RECELPT OF STOCK
Invoice

Stock Receipts Bin Card
Book

Stock Ledger

S ¥ OCK
Roquisition Forms

Bin Card Stock Daily Requisition

Ledger Summary
(Analysis of
Requisition)



departmental requisitions, The
requisition forms are handed 4o the
stoek ledger clerk who will write up the
stock ledger,

{Namo of Depariment)

Quantity Description Bin Card No, sto;olioedger Remar
olio :

Date Bowling Dragon Arthur's Bamboo Floors Thai  Totel Kitchen
Alley Court Cave Bar ' Ba::au-
- ' ran

Fi§, 8

(i)  Stock Count
At the end of every month a physical

.



check of all stock is conducted by the
Assistant Manager and the store-keeper.

A closing stoeck summary sheet is prepared,
(Appendix 4, 6). All bin card balances
should agree with the physical count, The
report is then sent to the Accounts Depart=
ment., The balances should agree with the
balances in the stock ledger kept by the
stoek ledger clorks Any differences are
investigated by the clerk, ‘

(ii1)  Stationery

Certain itoms of stationery are kept
in the Central Store, The same process
of roguisition is used and the same method
of recording deliveries. _However, no '
record of these items is masintained in the

Accounts Dcpsrtuqnt. ’

(iv)  HNew Storo Room

This store is for keeping the chit
books, soft furnishing, cutlery and crockery
etes, There is no store keepor and the store
ledger clerk is in charge. There is no
stoek eontrol, A record book is maintained
regerding itoms received and issued. All
the goods purchased are mainly for replacement
¢+ge soft furnishing and crockery. The goods
“ kept in this store represent the unused stock
for replecement. This stock as far as the
accounts are concerned has no book value, as
all purchases are charged straight to revenue
accounts,

(vi) Contxol of Chit Books

i Do e



Chit books should be strictly controlled.
Howevery; in the case of Hotel Merlin there is
no stock record of chit béokss The Secretary
to the Managing Director makes the order whene
ever stock is low upon & physical check of
the existing stocks The only control is in
the form of an.exercise book which notes all
receipts and issuance of chit bookss The
departmental head is required to sign on the
exercise book whenever the books are issued
to him, All unused books containing the
last copy of the chit (the counterfoils) ave
returned to one of the Bills clerks in the
Accounts Department which will be notcd in
the exercise book, = Test chock; are made to
see that the eounterfoils agroo ‘with the chits
vhich are collected daily by the tvo Bills
cloxks, All opcning chit numbers are
checked by referring to prcvioua day's
summayxy sheets from the various depariments,
This is to mma ﬂmt tho chit mmborc are
in running. ordlr‘ .

It should be noted thut mateorials
used by the Reception Oomtor are kept by
that department and stock Mrol is lacking
except vhere certain forms are prenumbered
and must be used im running order.

The Salés procedure have been duoribcll in the
preceding chapters. In this section we lﬂ.l discuss the
accounting espects of ssles. In the case of cash sales the
procedure is quite straight forvard, It is the eredit sales
vith respect to city accounts and residents accounts that have
%o be analysed. |
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From previous discussion it was seen that the
departmental cashier makes out a daily sales summary shoet
enalysing the daily sales into cash and credit sales, This
summary together with the first and second copy of the chits
(for city accounts, cash sales and resident accounts only
the second copy) are collected from the departments by the
twvo bill clerks from the Acecounts Depariment every morning.
$ho only exception is with respect to Dragen Court Chinese
Seetions The chits from this department.are sent straight
to the Assistant Book-keepers |

(i)  City Accounts (refer to chart 10)" )

After collecting the chits gnd the
daily sales summary sheet the two bills
clerks perform the following functions:

1. Set out all the chits from
each department in serisl numbers,

24 Check all chits to the daily sales
summary sheot.
3. Analyse the chits into cash and
' eredit sales. R
4, Credit sales are further analysed
into: ' :

zn; City Accounts and
- {b) Residents Accounts,

5., A daily sales summery rveport is

g prapaiZ?'and handed to the
Book-keoper, The daily scles
summary report (Appendix 4, 7)
shovs departmental credit and
cash sales, Credit sales are
analysed into City Accounts and
Resident Accounts,

6, The Book-kecper enters the details
~ of the daily sales summary report
to the daily sales summary book
(wvhich is in effect the Harlequin
Sales Journal), It is totalled at
the end of the month and posted to-
the Harlequin's General Ledger,
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CHART 10
IRADE DERTORS
C ¢co 8

Chits (From ell
food and Drink Depts.)

Daily Sales Summary Subsidia¥y Records
theet Dail, Sa.lu Book
(Prepared Depts.) (§$

Daily Sales Summary ~ City Accounts Debtors
yﬁa rt 3 _..,fzﬁividnal Account
(Prepared ﬁ; Bill Clerks) . . . |

Daily Sales Summary Book tdbu&anl)
(The Book-kecper enters the detnils
of the Daily Sales Summary Report
into the Mly 8;1« Wry llook)

Harlequin General Ledger
Dr: Hotel Merlin A/{: g: rupont of City ucmu)
Drs Hotel Merlin Resident Con :
(In supoét of nnim't Aeomts)
Cr: Bales,. . . .

‘ n . n s ',.._,» . e e -
Drs Giiy Aldotui Debtors
(In :u-{;nt of City Mcmta)
Cr: Harlegn



(ii) Residents Accounts (refer to chart 11)

From previous discussion it was seen
thet all original chits (first copy) are sent
to the Billing Department for entry into the
respective Resident Debtors Ledger cards,

The second copy is attached to the daily
sales summary sheet sent to the Bills Clerks
in the Accounts Depaftment,

The Billing Department propares the
residents' bills by entering details from:
" (a) Room rental records (for
asccommodation)
{(b) Chits (for food etcs)

(e¢) Telephone, dry cleaning and
pressing 'renordc (Loxr services
rendored).

{(d) Miscellaneous chwgia records
(for postages, payment on
behalf of resident)

A machine ‘brm balance is prepared
and after meking the necessery adjustments
and corrections & daily final report is
prepared which shows the total daily income
from residents analysed into room rentals,
income from food and drinks depariments and
service charges, snd miscellaneous charges,
The daily final report is sent to the Accounts
Department for ontty into the Hotel Machine
daily recording book (which is the Hotel
Merlin Sales Journal), vhich is added up at
the end of each month and the columnar totals
are posted to the Merlin General Ledger,

(iii)

Application for credit facilities must
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CHART 11
TRADE DEBTORS

Resident Aecounts

Room Rental Chits Telephone
(Records) Dry Cleaning
: ete.s (Records)

Bill to Customer
(Duplicate sent to Resident
Accounts Clerk = Accounts Depts)

Subsidiary Records

Individual Hesident
Accounts

Daily Pinal Report From
Hotel Posting Machine

Hotel Machine Daily
Recording Book

Hotel Merlin General Ledger
Prs Total Column to Debtors
Crs All Income from Apartment
Rentals -~ Income Account
Cr: All Income from food and
‘ drink <« Resident Accounts

Harlequin



be made on the prescribed form (Appendix

4, 8) or by official letters A guarantor
is deemed to be necessary specially in cases
of personal accounts and for firms that are
not so reputable,

Application must be approved by the
Menager and the Secretary and if necessary
by the Managing Director. On approval the
applicent is given an account number,

IV.  Cash and Bank

In this section will be discussed cash receipts,
cash payments, petty cash and postage.

(1) Cash Receipts (refer to chart 12)

Cash and cheques received comprise: of:

1, Cash from food and drink
~ departments.

2. Cheques received in the mail,

3, Cash received directly by the
cashier in settlement of
‘Residents Accounts,

4, Other receipts.

Chits are made out for all cash
sales. At the end of the day the
department cashier hands the total
eash collection to the chief cashier
the cash sales chits for the day and
s summary of the cash received are
then handed to thetwo Bills Clerks of
the Accounts Depsritment, The two
clerks then check to see that the
total of the cash sale slips agrees
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CHART 12

CASH _RECEIPTS

Cash Sales Chits Cash Received Cheques from Other
From Departmental Directly by City Resident Cash
Cashiers Main Cashier Debtors Receipts

0ffeial Receipt
Issued by main
Cashier

Hotel Merlin -  ‘Harlequim -~ -
Cash Book ..  Cash Book Cash Book
(Te Record All Memey " "(To Record All (In which Cash
Recoived from Resident . Money Received Sales are mainly

Debtors & Other Receipts) in Resident of Recorded)
.  City Accownts)

General Ledger | General Ledger
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with the original recoipt from the
main cashier and the summary list
submitted by the departmental cashier.
The main cashier uses the duplicate of
the rodeipts issned to write up the

Cash Book,

The daily mail is received by the
Secretary to the Maneager who will pass
the cheques to the chief cashier, No
records is mainteined of the remitiances.
It is the responsibility of 'Bho Kay end
Post departments to distribute ‘lhe lotters
to the various departnantl txcept those
relating to the u‘bﬂmt of outstanding
accounts, Chegues recoived in the mail
are mainly receipts from City and
Residents debtors. The cashier issues
receipts to the debtors concerned end
the duplicate receipt is used to write
up the eash book,

(ﬂ) i A

These are mainly receipts from
residents dobtors when settling their
bills upon checking out, Receipts are
issued and the dupliecate is used to
write up the cash book,

(a) Othex receipts

!ﬂndimoom wcoiphs &o treated
with the same procedure., For example
extra tips may be given by the guest
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to be entered inte the central pool,
Reoceipts will be issued and the amount
entered into a record book, Tips given
to individual employees are the property
of that particular department,

Different receipt books are used for
City Accounis; Resident Accounts, receipts
from food end drink departments, misce-
llaneous receipts, and receipts from
bovling centre.

The chief cashier makes out & list
of all eash and cheques received end
sends the list together with the cash
and cheques to the Seeretary to the
Managing Director who checks the
accuracy, The eash and cheques are
then passed to one of the two Bills
Clerks who pﬁpwn the Bank pay in
slip. The Blnk:lng i.s done by the
office boys =

Prom the chief cashier's summary
the cash and chegues are divided into:
‘ l. Hotel Morlin receipts which

are mainly receipts from Ci
and. uaal{m Acczz:ntt dcl_nog.

ii, Harleguin receipts which are
g mainly cash sales from food

and drinks depariments.
Hotel Merlin hes two cash receipts
books. One for recording all money

received in respect of Resident accounts
and other receipts, There is & column
in the ecash book for Bangkok Bank Banking.
The second cash book is used to record
a8ll money received in respeot of city
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(i1)

accounts only, There is no bank
colunn, Harleguin has only one cash
receipts book with one bank ~ United

Malayan Banking Corporation,

Cagh payments (refor to chart 13)
Payment comprises ofs-

© 1y  Paymont to creditors

2+ VYages
3¢ Other payments.

All these are payments by cheques and

doos not include payments made by the chief
cagshier e.gs salary advance, sash advances
to staff members and customers, payment on
behalf of customers and payments to other

departments,

voucher must be prepaved,

Por payments by cheques & payment

(a) Payments to Creditor;
' All statemonts and invoices from
the ereditors are chocked by the
creditors ledger clerk as to caléula-
tion and extension snd to order copios,
bills or invoices if available,
Aftoer checking he initials the state-
ments and passes it to the Secrotary
to the Managing Director who makes out
the payment wvoucher and prepares the
cheques, All cheque books are
controlled by this secretary.

(b) ¥ages
The Staff Officer prepares the
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CHART 13
CASH PAYMENTS

Statements from Yages Other Bills
Creditors Sheets (Cash Purchases)
— (Floor Show Artists)
(Telephone ete.)
Payment Vouchers
Hotel Merlin : !hrleqninl Sdn. Bhd,
(All payments are mainly (very fow ontries;
to Creditors, wages and - Payments mainly for floor
Other bills Show expenses, cash purchases
and bank expenses)
Cash Payment Book Cash Payment Book Cash Payment Book
(UuoB.C. Ltds) (Bangkok Banl) {UM.B.Co Lida)

General Ledger ' General Ledgex



wage sheets and presented them to
the Manager for approvel. The
Secretary to the Managing Director
then makes out the payment voucher
and preparc the chequo.

() Qther paymenis

Payment voucher based on bills
are made out after which the cheque
is prepareds, These paymentis are
mainly for cash purchases, floor
show artists and telephone charges,

(1i1) . Contrel of chegues

All cheques must be signed by the
tvo signatories viz, the Manager end the
Manager Director., The amownt on the cheque
is cmbossed by a mechanical cheque writer,
The cheque number of all spoilt cheques avo
cut out and attached to the cheque butt.

Payments aré divided into Hotel Merlin
paymonts and Harlequin payments, Hotel
Merlin has tvwo cash payments books for
United Malayen Banking Corporation end
Bangkok Bank Ltde while Harlequin has only
one cash payments boolk, that of United.
Malayan Banking Corporation.

(iv) Retty Cash

An imprest petty cash of $500/- is
maintained by the petty cashier (vho is
actually an employee of Ban Guan Co, Lid,,
an associated company), All petty cash
vouchers must be approved by the Manager
or the Managing Director, Vhen the
float is low the petty cashier presents



the vouchers for reimbursement, A
c¢heque is prepared by the Secretary to

the Managing Director and passed on for
approval and signature of the Managing
Director and the Manager. However, these
vouchers are not destroyed or cancolled in
any way but returned to the petty cashier
for safe-keeping.

This may be said to ba a major
weakness in the control of the petty cash,.
All used vouchers must be cancelled to
prevent their representation for reimbursement.

(v) Rostage

No postage stamp is used as the
hotel uses an approved posting machine,

- All outgoing letters are rocorded in an
exercise book by the office boy as to the
addresseo and the postage used, Reoceipt
stamps are handled by the chief eashier.

Vs Yages ead Selprica

The Staff Gfﬁcur and his uaiatant are housed in
o cubicle quite removed from the rest of the administrative
staff, These two officers are in charge of all matters
portaining to persomnel, That includes the custody of
employment racorda, payment of wages and salaries and the
paynent of service chargess

1) Smmieymemi-Rocords

The two officers keep the staff records
of all mombers of the staff peid by cash,
Yhe relevant deteils ave éntored in the cards,
and the staff officer um the cards, As
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such he @

(a) makes out the cards and record the
particulars.

(b) checks and signs it.
(c) exercise custodian over the cards,

(d) records all future changes with
regard to increment, bonuses etc,

“{i1) Qvertime

Employees are paid a fixed rate for
overtime work; whehter on their own will
or requested to by their superiors.
(Refer to Appendix III)., All overtime
must be authorised by the departmental
heads on the approved forms (Appendix
4y 9)s These forms are then ment to
the Staff O0fficex.

(1i1)

Salery and cash advances are allowed
vhich are to be deducted from the pay
packets and service charges payments
respectively. Applications for such
advences must be approved by the manager
on the preseribed voucherss Payment is
made by the chief cashioer whe will be

reimbursed from dcduction mude by the
Staff Officer,

(iv)

The Steff 0fficer prepares the wages

sheets from the salary records, the overtime
records and the salavy sdvances vouchers,

The hotel unses the Halpmazoo Copy Writer
System vhich provides for an originasl



CHART 14

PAYMENT OF SALARIES AND VAGES

Overtine Selary Records Salary Advances
Records _ Records

Salary Sheet
(Less EPF Deductions) _
Kalamazoo Copy Writer System

Approved by Manager

/ Cheque issued by 5
Secretary to Managing Director
(After Approval by M/D)

Pay Packets Deductions
For Salady Advances

Chief Ceashier
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magter pay sheet, personal receipt sheeis
end an individual pay slip. The pay slip
is to be included in the pay packet indieating
to the employse how the amount was arrived at,
The Manager initials the sheots to indicate
approval; after vhich a chéque is made out
by the Sécretary to the Managing Director.
The cheque is cashed by the Staff O0fficer
and the cash placed in individual envelope
wvith the employee's name written on it,
The employees them collect their wages
from the Staff 0fficer (with the exception
of the Bovling centre employeesgs The Staff

" Officer give the cash to the Bowling Centre
Manager who pays the employeess) All
employoes are lmown to the Staff Officex
end they acknovledge receipt of wages by
signing on their personal receipt sheets.

Although the labour turn-over is high
there is no rnmﬂuﬂon made for month

to month pagr sheoﬂ- '
(v)

Service charges payments are made on

a different day from the wages vayments,

A summary is mode by the Bills Clerk of the
total amount of all chits (both cash and
credit sales) and this is passed on for
approval by the Manager. A shegue will

be issued for the omount emd hended to the
Staff Officer who will cash it. The amount
will be divided by the total number of points
of all the employees entitled to service
charges to arrive at payment per point,

The amount for the number of points



CHART 15

PAYMENT OF SERVICE CHARGES

Chits
(10% Service Charge Added)

Service Charge
Summery

Approved by
Manager

Service Charges ‘ o . Deduction for
Payment : A _ Cash Advances
Un point system

Gbict Cashier



vi.

accruing to the employees will be put in

an envelope in accordance with the service
charges pay sheet prepared by the Staff
Officers Deductions are made for cash
advancos on the strength of signed vouchers.

(vi) Increment

The hotel does not have a uniform
increment system, All increments must be
authorised by the Manager or the Managing
Director at their discretion, A memo will
be sent to the Staff 0fficer regarding the
inerement, and adjustments vill be made in
the staff record card, -

Pixed Assots

All capital expenditure of substantial amounts

must be approved by the Board of Direciors and are recorded
in the minutes. Expenditures gxcounng approved amounts
require further authorization from the board, Expenditure
on major maintenance or repairs must be authoriud by the
Manager or the Managing Mrootor.

(1)  Eixed Assebs Kecoxd

Por capital items details are
recorded in individual cards for each
item, This foxms She Pixed Asset ledger
vhich establishes secountability over the
actusl assets which are in the custody of
the various departments of the hotel, and

" this sccountability is confirmed through

the results of & physical inventory. The
fixed assot ledger is in tuwrn controlied
through general ledger controlling accounts.
Major improvements are capitalised, The

w Tl -



decision as to whether an item is a

capital expenditure or a revenue expenditure
lies with the Managing Director,  Detail
records are also kept of the fixbture and
furnishing of each room, However, most
replacement items for example soft fur-
nishing are charged off to revenue accounts,.

{(ii) Depreciation

Depreciation charges are made yearly
on a fixed scale (actual scale not made
available to the writer) and the Accunulated
depreciation is recorded in the individual
fixed assets cards, Sales and disposal of
assets of a fixed mature must be authoriged

by the Board of Directors,

The existing books of account appear to be adequate
for the business and reasonably well managed. However, a
private ledger with regards to the remuneration of the
higher officers is not maintained, As there is a great
discrepency between remuneration and responsibility a private
ledger to this effect would be advisable, This private
ledger should be kept by the Managing Director and should not
be made accessible to the staff of the Accounts Department.
For example, the salary of the Secretary/Accountant should
not be made known to the other members of the staff, It is
because of his relatively low remuneration, (as compared
with his position in the company) that certain members of the
staff does not hold much respect for his position.

Monthly profit and loss statements are prepared

B



by the Book-keeper., These statements should be ready two
woecks after the end of the previous month, These statements

ore then handed to the Secretary/Accountant mmm.
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CHAPTER VIIX

VEAKNESS IN THE SYSTEM OF INTERNAL CONTROL
AND RECOMMENDATIONS FPOR IMPROVEMENT

It is the responsibility of management to devise,
install and enforce a system of internal control adeguste to:

1. Safeguard the assets of an organization

2« Check the accuracy and reliability of
acecounting data

34 Promote operational efficiency

4, encourage adberence to pr-ieribod
managerial policies

and for these purposes, to provide an appropriate plan of
proceduresy sound practices and, lastly personnel of
appropriate number and eapnbilitioz.l‘ :

The responsgibility of management does not end with
the installation of control procedures initially deemed
necessary., A system of internal control must be under
constant surveillance to determine

1, that preseribed policies axe being

interpreted @ operly end are being
carried out

2, that changes in operating conditions
have not made the procedurcs cumbersome,

obsolete or inadequate and

3, +that vhere breakdown in the system
appear, effective gorrective measures

are taken promptly<

The main short-coming of the system under study
is that tco much reliance is placed on trust, Though
confidonce in the integrity of one'’s own employees is good
a properly planned system of internsl checks and controls

IAIC?‘&, 0D« Oitn De 17
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will cut down the element of uncertainty. Management should
not depend too heavily on the public accountants to surface
all frauds, malpractices or inefficiency. The suditors
merely conducts test-checks and s hundred per cont audit is
never carried outs VWith a sound system of internal control
these undesirable practices would become difficult and even
i? possible would not remain undetected., As such a sound
system of internal control becomes of major importance.

The broad design, considerations of detail, and
the integration of the whole system of internal control
demand careful plenning, The AICPA Committee om Auditing
Procodures is of the opinion that such plenning may be "best
accomplished by laying out the plan of internal contrel on
paper in much the same manner as physical construction
projects are conceived, designed and tested architecturally

before they are approved,">
1. 2lan of Organizetion

The various departments are functioning effectively
and rather independently. Though departmental independence
is good for control there scem to be a lack of co-operation
and general co-ordination, This may be due o the poor
system of communication within the organizations Members
of the organization are seldom kept informed of any changes
in personnel or in the organization. Circulars should be
issued frequently to all levels of the organization with
respect 1o non-confidential matterss There sheuld be &
groator degree of co-operation beitween the operating depart-
ments and the other departments,; for example, between the
Billing (machine) department end the Aeccounts depariment end
between the food and drink departments with the stores

Slb:ld., QPe c;if., pe 17
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The departments that are operating are sufficient to handle
the existing volume of business. However, it is recommended
that an intermal sndit department be set up. This department
should be independent ¢f the Accounis department and should
be directly responsible to the Mamaging biroctor.

"An internal audit staff may be used not only as
& check on the accuracy of the accounting date and the safo-
guarding of the commny's assets,; but also as en instrument
of monagement in determining adherence %o proscribed policies.
Thus, the audit ectivities should be widespread, eovering
all departnants.“4 *Interncl auditing iz en indgpandunt
appraisal activity within en organization for the review of
accounting, financial, and other operstions ns o basis for
service to management, It is & managerial controly which
functions by messuring and eveluaiing the effectiveness of
other econtrols,"”

To be of any use to nanagemont, the internal
auditor must bs froe from all departmental influence so that
his reports on the operating departments may be unbiased,

His roports should be prosented directly to the Managing
Director and freec of interference from the Accountant,

The Accounts Department should slso be exponded
t0 include a costing end budgeting section. This will
improve contrels and establish reasonable performance standards
for each department. Moreover, the hotel will be able to
prosent a more realistic pricing system which may prove to
be an edge over its competitors, This could be achieved by
the proper maiching of cost and revenue to determine the
profit margin, the collection of cost data relating to each
cost contre and the determination of its performance, '
Therefore, the computation of the percentage return on each
451CPA, op. cit. p. 8 .
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class of food and drink, the investigation of the profit
trend of each service cenire individually and the hotel as

a vhole and through the feed back determine the causes for
the trend and possible managerial actionse To the hotel the
customer is of the greatest importance and as long as one
section of the hotel proves to be unsatisfactory the entire
hotel is affeocted. As such managerial policies must be

consumer oriented.

'ﬂlxoso# two recommendations are made with the
expansion of the hotel in mind, Moreover, the two departments
need not be very larges The Internal Audit department may be
staffed by two or three employees and the costing and budgoeting
section may be staffed by two additions t¢ the Accounts

Department, These moves abe likely 4o reap in greater
benefits than the cost involved.

If management policies is to cconomise on staff
remuneration then the benefits of more aceurate accounting
date and information and better control may have to be
foresakens It i3 also impogsible to add the burden of doing
budgeting work to the existing accounting staff as thoy are
already working at full cepacitys The problem here is to
balance the cost with the bemefitss In ihe opinion of the
writer this invesiment would not be wasted (considering the
profits of the o mpany) especially im the long run,

These are the two major recommendations to the
orgenigation structures and should be incorporated in the ,
organizption chart. It is recommended that the organizetion
should be charted according to functionel responsibilities
es this would slloy better coordination and control. The
pest "policy” of the hotel in fitiing the organization to the
man should be abandoneds A chart should be teilored to the
specific requirements of the companys Further, the following
recommendations will help to strengthen the organization and
put management on a better footing.



(1) Job Deseription

“Formalizing the allocation of responsibility through
organigation charts and written job deseriptions is in
itself a major step in intermal control,"s

Bach post in the organization must be described !.n
sufficient detail to a2llow the person concerned (or the "
applicant) an insipght into the responsibilitiocs and authority
entrusted upon him, This should includes~

a, gqualification required

b. duties and responsibilities

c. remuneration and job prospect,

d, privileges and fringe benefits

ey immediate superiors and shbox‘&inatu

This will onable the person %o see how he fits into the entire
machinery. Two examples may be brought out hers, that of

the post of staff officer and the Secrotary to the Managing
Pircctor. These two cases have been discussed in chapter
three. A properly drawn organization chart will help to
clear up any uncortainty as o their responsibilities and
their authoritiess An imporient (and heavily depended upon)
member of the organization reflected that "too many people in
the organization feel too important.” From the ensuing ]
interview it was made knowa to the writer that he is not very
satisfied with his job although he is relatively wellepaids .
The other aspects of employment come into focus, The sense
of belonging and the sstisfaction of the job is sadly lacking.
This attitude will lead to rounitiine and mediocere work and the
initiative to improve is lost, This view was lator reinforeed

by two othar ‘officers mterviowd. o

‘Game, #.P. & Stetiler, H.P., ops oft., pps 37
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Management should instill the sense of belonging
into each and every one of the staff and the attitude of the
staff could be improved by better terms of employment (not
necessarily higher pay) for example, recreational facilities,
rost rooms,facilities, annual inecrement, and medical benefits
(ineluding hospitalisation), Management should not wait for
union action before implementing these policies. These should
be part of the development plan of the hotel,

(i1)

For tho smooth functioning of the organimation it
is important to establish a proper flow of responsibility esnd
suthority downwards and flov of accountebility upwerds. This
flow should cover all levels of the hierarchy, Consideration
should be given to the reasonsble span of eontrol and the
division of responsibilities. No one employee should be
rosponsible to more than one superior and no one respomsible
officer should control employees outside his span of control.7
In accordance with this principle it is rocommended that 'Bho

post of Gemeral Supervisor be seraped, This post is a
redundancy end generates a great deal of latent discontent,

(1ii) 0 tie

Ono of the ecardinal principles of internal control
is that the responsibilities related to handling any business
transaction should always be divided among two or more persons,
"No one person should eontrol all phases of a transaction
without the intervention of some other person or persoens who

afford o crouchocka’a

Instances of inadequate control in this aspect are
given belows, The Kitchen Clerk makes out the order for

Trne 'f“ of control includes dohgatc& tinmd-
bilities by functional authority,

8,10PA, ops cits DD+ 84



frozen food purchases comtacts the supplier as woll as checks
the purchases and invoices vhen they arrive. Another example
is that the staff officor keeps ell porsonnel records,
prepares wages sheets and pays the wages. It is suggested
that duties be divided so that collusion is nocessary for
fraud o bo perpetusted, If division of duties is not
practicablo there should be closer mporvini.on by & responsibje

officor of the company.

Certain division of duties would not incurr Pfurther
expenditures By merely reshuffling the duties of some of the
nembers of the staff a greater degree of control could be
sttained, For oxample, tho staff officer may perform all
his oxisting functions except the actual pay-out which could
be done by any one of the staff in the Accounts Department,
preferably the typiste There should be specific duties for
the Staff Officer and his sssistant. At present there is
no division at all. Further cemtrel could be added by
having the payroll compilation functions rotated at regular.
intervals, Supervision could be ecstablished by having o
responsible officer (who is im ne way comnected with personnel)
witnessing weges pay out on a surprise basis. Moreover, the
staff record cards after being wepared by the Staff 0fficer
should be gountersigned by another responsible officer,

Another problemetic situstion is that of the Chief
Cashier vho handles both cash receipts and cash disbursement.,
It will be unooono-icnl to luvo tvo cashiers, one tor rocoipt-‘
and the other for disbursement, Howover, part of the problem
can be solved by limiting his functions to those of dealing
vith customers snd receipts from other departments, Payments
to the hotel's own employee for salary advances and cuh ', ]
samo.. should be hnndled by uu Potty Cashier, yesve.

The writer wes further informed that mm
profits have been made from the money changing function but
for wvhich no record has been maintained, Though a top



officer contented that the chief cashier is extremoly homest
end has handed his profit to the hotel this isstill undesi-
rables The amount handed in may not bethe actual profit,

In faet the chief cashier admitted that part of the profit

is kept in his $ill to make good any shortages, in other o
vords to cover up his mistakes and inefficiencys  This
problem may be solved by the setting up of & b‘ank.a !n the,
hotel promises. . Even then the cashier must be discouraged
from engaging in money changing functions.

To supplement the above recommendations, stending
instructions or a procedure menual should be drawn up. This
will eliminate any uncertainty that may remain,

2. » (refer to chart 16)

The present system of having thoe different persons
taking charge of different purchasés makes conirol dlf!ld_\ﬂt.
It would be better to have a centralised purchasing function
taking care of all purchases. The procedure is depicted on
the chart. The present purchaser should only take care of
the ordering function upom receiving approved requisition
orders from the various departments. After placing the
orders, o copy of the original requisition orders should be
sent to the Accounts Department Creditors ledger clork,

All godds should be delivered to the Receiving Department
possibly manned by one of the existing staff, After vhich

the goods will be stored in their respective centres and the
invoices passed on to the Creditors ledger clerk for comparison

vith the orders.
If the above procedure is not possible under

existing circumstances, then there should be greater super-
vision on the purchasing function. All three persons involved

SAt the time of the study the bank, a branch of a
leading local bank was still under construction, It is sited
diagonally opposite the Reception Counter,

- -
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in purchasing exercise all the functions from making out the
orders to checking the invoices A break in this chain of
funciions must be made if control is to be established, For
example the receiving of delivery must be done by a separate
persons The system must be effective to ascertain
{(a) That the provisions ordered or
bought are in the quantity required

(b) That all deliverios are strictly in
accordance with the orders, and that
goods are delivered promptly and n,t
the time specified.

(c) That the prices charged are the .cm!
market prices, and such as have been
agreed upon by the centrulisod
purchaser ~

(a) That the invoices are properly
checked and that they correspond
to the offioial ordnr.

3. Cont

Control procedures for the mein store is relatively
sood and sound., However the same could not be said of the
"new" store room which take care of soft furnishing, erockery,
eutlory and chit books. Some of the stationery are not kept
in thig store but in the main store lnd in vu'itmt d.pu't-ml.
This procedure is weaks :

uuo:udm stock rocord- are not kopt for uﬂ
furnishing, cutlery end erockery., Those stocks are meant as

replacement stoek and are charged direet to the revesus
accounts, Hovevery the value of the above items u t!gnt-

ficant enough to warrant stock records,

It is recommended that a motm..ﬂonk 1048“
be ingtituted to keep an accoun’t reocord of all soft furnishing,

cutlery and erockery on hand,.

There ere also no memorendum stock records inm
respect of carpetry stocks A considerable amount of carpetry

- 83 -



material is being purchased for eapital renovations but no
record is maintained of stock on hand, If it is felt that
the company cannot afford to institute stock records in the
above instances then closer supervision of purchases and
usage be made 4o onsure that wastage or pilferage is not
taking place,

Stock control may be instituted on the same lines
as that of the main store, Stock records in the case of
stationery specially chit books is also of great importance.
At present a proper registor of chit books is not kept and
there is no way of checking the number of books om handy It
is recommended that a register of chits be instituted in which
movements of chits inwards and outwards are shown., This
register should be kept in such e manner as to facilitate
on the spot checks., A responsible officer should make
periodie checks to ensure that stocks of chits on hand agree
with the amount in the ledgers '

Prior to issuance of any stock in compliance with
requisition erders from depariments for forms or stationery
the person in charge of the stock should satisfy himself that
the last issues is almost used ups The same applies to the
main store, This is to ensure departments do not take more
then the amount reesonably required for the current period
and maintain a private atock of their own,

fhe»atook ledger clerk in the Accounts Department
is at present writing up the stock ledger from the stock

roceipts book prepared by the store keeper in nmﬂ of
incoming stock. The stock ledger clerk should not obtain

information for incoming stock from the stock receipts book.

Any comparison of the ledger and the receipts book will
obviously agree. He should enter the deteils direct from
invoices. This will ensure that there is a cross~check on

the invoices and the goods received,
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4o Bewling Coptxre

The present system of recording sales at the bowling
centre is mot corrects All sales are recorded as cash sales
though sales are both cash and eredit, If the ides of treating
all sales ns cash is to determine the revenue from the centre
then the figure may even be incorrect, Some of the credit
sales may turn up to be bad debtss At present even bad
debis are treated as cash sales, As such part of the Bowling
Manager's float may never be recovered from the debtors and
has to be reimburse by the Accounts Department, The 86,000/~
Bovling Manager's float should be withdrawn. All chits in
rospect of eredit sales should be sent to the Accounts ﬁbpntt-
ment vhere one of the two clerks who look after city and
resident debtors can keep a bowling centre debtors ledger,

This should also help to release the bowling centre staff who
et present write up the bowling centre debtors ledger to help
other departments., This nousnro also improves the internal

contrel in respect of bowling ocntrv debtors.

snn:uarly. thm is no reason vhy oxycnu- incurnd
by resident accounis debtors should be id out by the chie £
cashier first to reimburse the bowling ocntrg, The oxiqttgg
procedure for 6thor,@opnrtnentl in respect of resident accounts
should elso be followed in the bovling centre.

s’. ! i
The follow up procedure regarding debtors should

be standardized and centralised. The present system of
allowing the Billing (Machine) department and the Bowling
contre to follow up on their debtors separately is uncoordi-

nated with the follow up proudnr- in the Accounts mpu'inm.
A1l accounts roccivabl. must be hnndloﬁ.hy the Andoalto '

Wto : .
A rogister of all cheques received through the mail
B | S



is at present not kepts The Secretary to the Manager merely
hands the cheques to the cashier. It will be advisable Lor
the Secretary to make a list of all cheques received and a
copy should be sent to the Accounts Depariment for cross-
reference to debtors accounts, and the daily banking.

7s Dragon Court Chits

The tvo Bill clerks from the Accounts Department
collect chits every morning from all catering departments

except the Chinese section of the Dragon Court, The chits
from this section is sent straight to the Assistant Book~
keeper, There does not sppear to be any specifie reason for
this exception. As such the standard procedure applicable
- to all catering departments should alse b. instituted in this

section,
L Machine Trisl Belsnce

The daily final report from the hotel posting mechine
vhich is an snalysis of the daily total income from resident
debtors is at present being sltered in inks The alterations
are supported by vouchers whichere not suthorised by any
rosponsible officer of the Company. This practiece should be
stoppeds All alterations must be supporied by vouchers
suthorised by a senior officer of the Company, The reasons

for the plterations should be investigated as it indicates
inotﬂoimq or ndpractlu at the source from ihieh the entry

originated,

The Hotel Merlin Sdn. Bhd., resident control
account in the Harlequin Sdn, Bhd,.'s books does not agree
vith the Harlequin residents accounts in the Hotel Merlin's
book, This is due to the lack of commumication between the
Billing (Mochine) department and the Accounts Department.

To overcome this deficiency a rooord -hould be maintained of
all chits mot posted by the machine or any «rrootiaa or
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amendments made by the machine department to the final daily
reports A copy of the record nade should be sent to the

Accounts department.

%e Other Sound Practicos

(a) The staff should be encouraged to take
advantage of the annual leave.  For people
handling cash or where the possibility of

fraud is high, compulsory lesve should be
instituted, This will prevent them f rom

concealing a fraud for any long poriod of
t‘.ma. : 273

(k) Cash functions should be rotstnd
periodically so as to prmt*; fraud from
being perpetunted and also o prepare
another employee to fill in when the regular
person in charge gon on loave,

{(¢c) The company ahould avoid placing
relatives in complementary positions, for
example, the Chief Cashier's wife is in
charge of resident accounts in the Account
Depertments This is an internsl eontrol
woaknoss and must be corrected, ;

(d) The monthly reports should be issued
at the most two weeks aftor the end of the
month, If reports are allowved to be delayed
its effectivenoss and usefulness would be

lost,

(e) As the labour turn-over is fairly
~high it would be advisable to propare
_monthly payroll reconciliation. This not
only keeps track of the inecreases and

decreases in payreoll but it alse provide
internal control on the Staff Officer and

=9 =



personnel department,
10, bili e

The e¢ity account debtors and the resident account
debtors records are at present being hand-written by two
c¢lerks in the Accounts Department, These two clerks are
working at full capacity and will not be able to cope with
the future expansion of the hotels As such it will be
advisable to install accounting machines which will prosent

the following benefitsi~

1, It facilitates speedy and accurate
preparation of debtors records

2, It dispenses with the necessity of
voluminous ledgers as machine posting
entails the use of cards which are

neat and easy to store,

3., The twvo clerks will be able to
substitute one another when the
other goes on loave.

4, It provides for future expansion
and inecrease in volume of businoss,

11,  General

The hotel is in a state of rapid developments
The writer would suggest that in view of the expansion of its
asctivities it would be advisable to adopt more progressive
managemend policiecss This does not nocessarily entails
complicated structure end sophisticated procedures. Rather
it is the outlook of management that is of prime importance,
Management must realise their obligation to the employeces as
vell as to the customers and should not in trying to please
one be unfair to the other, If the company @dopts more
progressive policies, but at the same time instituted greater

control the profits will definitely go up.
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SECTION I+ FURCHASES ARD PRADE CREDITCRS

INTRODUCTION

1, At which stage is the accounting
control over the purchase of goods and
gervices first exercised?

Record of Invoices « fresh food
Record of Order Forms - provisions
Record of Invoices -~ other purchases

{Accounting control over the purchase
of ds end pervices mey begin with
control over purchase orders; with a
record of the receipt of de or
services; or with a record of invoices
received, The conirels applied will be
governed the method of doing business
and the une of transasctions. The
abgsence of certain of the controls
detailed in this pection may not, in the
particuler circumstances of the client,
necesgarily indicate weakness,)

BUYING
2+ VYho are authorised to issuc re=-

uisiti +$o the buying depertnent
hq:-‘mpi’::a or gervices required?

Pogition Type of Goods or
» Services
Chief Cooks fresh food,
Store-keeper provision,

3. (a) Are official orders issued
sho suppliers' names, quantities
ord end prices? . Yes.
ih; Are copice retained? Yes,
e¢) If goods are supplied or services
rendered without the issue of an official
jiorder, what controls are there to ensure
that all purchases are duly authorised?

Control procedure not definite,.




4. Who suthorises erden and vhat are
their smthority limite?

Pogition - Authority linit.
No Idmit,

Provision eand Fresh food « Memager
other purchaaea - Secretary to
Managing Pimctor,

9+ Are such persons independent of
those who issue requisitions? Yes

(Proper ordering procedures sre necessary
to ensure that purchases are only made
on terms and conditions acceptable to the
' elient; that they are in respect of goods
and urﬁm that are necessary for the
buginess; snd that they are from supplie
approved by the client.)

6, What record is kept of orders plmd
but not yet fulfilled end how is the
record compiled? g

m records.
’(m bering
record may be eoapuod num
| purchase ardag rding on the

copies details o:r iveries of goods,
or other information relating to the
execution of the orders, Such a record
enables outstan mituonta to be .
determined and their termo end delivery
periods reviewed. Control of this
nature helps to prevent over-ordering
"“" ‘i‘.“":: e Ry R Ay
ance in
, tﬁs or losses ari out ot
aced for future delivery,
mg. tn tha cm of the commodity trade)

@ooDs IHHAKD-
7. Hown ds mmvtns mtm
¢ any goo
Fresh Food One
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Provision One

Others One
8, Are supplies examined on arrival
as to quantity and quality? : Yes.

9. How is the examination evidenced?
Sign by checker.

10, How is the receipt of supplies
recorded at each centre (e.,gs by means
of goods inwards notes)?

Receipt record book.

11, Are these records prepared by a
p;raon independent of those responsible
Ori= .

fa; ordering functionings;  No.
b) the processing and
recording of invoices? Yes,

12, How are goods inwards records
controlled to ensure that invoices are
obtained for all goods recegived and to
enable the liability for unbilled goods
to be determined (e.gs by pre-numbering
the records and accounting for all
nunbers)? _

Invoices are received with goods.
for fresh foods and provisions

13. (a) Are goods inwards records regu-
larly reviewed for items for which no
invoices have been received? Yes
(b) Are any such items inves-
tigated? Yes

14. Are these records reviewed by a
person independent of those responsible
for the receipt and control of goods?

No.

—
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(Rfficient internal control over pur-
chases requires that uncleared goods
received records be regularly inves-
tigated, since such items may indicate
unreco ...muuuormmqm
of invoices which have not been properly
processed.) ,

GOODS RETURNED

15, What records or documents are
fropmm- ‘
a) When F«s gre returned to
suppliers? =
Goods return slip.
(b) ¥hen claims are made in respect

of short deliveries or incorrect
prices?

such items unusual.,

16. Are these records prepared by 8
reon independent of those responsible

tu; ordering functions =~ Fo
b) the processing and recor- -

ding of invoiges?

17. How are goods returned records
controlled to ”ﬁ{ that credit notes
are obtained for all returne and claims
(e.gs be pre-numbering the records snd
accounting for all numbers)?

MWM‘

19, Are these records revieved by a
zoam independent of those responsible
r the receipt and control of goods?

. No.

( in recording or cleari " mtum
.33’3»» claime on myucmngqiro-
sult in overpaymenits or oversiatement
of lisbilitiess) |

~& 4
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RECCHCILIATIGE OF PURCHASES

20. In respect of raw materials and
supplies,are reconciliations made of
quantities and/or values received, as
shown by purchase invoices, with receipts
into stock recorde? Hoe

Hote: The procedures fori

(a) recording purchases in stock
records

H
(b) recording in total, purchases
and production vitfx consumption,
i turnover and stocks}
'and dealt with under Section ' II - Stock

‘and Work in Progress.
PURCHASE INVOICES

21, Are all copies of invocies received,
except the original, stamped to indicate
‘that they are duplicates? floe

22. Are invoices received:-

éa; compared with copy orders; No,
b) compared with goods inwards

records; , Fo.
(¢) checked for prices (where /

not quoted on order); Yes,
(d) checked for extensions

and additions? _ Yes,.
Goods Inward record are recorded
from invoice. .

(Certeain purchases of goods and services,
such as rent, royalties, electricity and
other gervices, do not require the pre-
paration of formal purchase orders or
ggoda received records, In cases where
ese documents are absent the systenm
should provide for charges to be sube-
stantiated by reference to other under-
lying records (e.g+ leases, records of
meter readings), or by signature of a
respongible official, There may also

w %



be ceses where the checking of purchase
invoices in the manner envisaged above
is not appropriate, e.g. goods invards
notes received at a branch or depot may
be checked with the copy order kept at
the branch and them sent to heod office
for checking with invoicess Any such
procedures should be described or a
cross reference given to the appropriate

I1.CeQs paragraph,)

23, Are these functions earried out by
;ogerson independent of those responsible
fe= .

ia} ordering functions; Yese
b) the receipt and control
- of goods? ¥ " Yess

24, .Arc eredit notes received:-

{a) compared with goods returned
records or other mbatanugting
©CBe

evidence; \
(b) checked for extensions and
additions? Xes.

25, Are these functions CWéa out by
:1g;rson independent of those respon-

e fors= e
i ordering functions;  Yems
bj) the receipt and control
of goods? Yes,

26, What sction is taken to investigate
differences disclosed by the comparisons
in 22 and 24 above? "o "

~ Hemo ﬁ) supplier. _
26, 53,13 the matter reported to a rese
e official? Yess
(b) If so, to whom?
Seeretary to Hanaging Director.
27s Are involices and credit notes signed




or initinlled as evidence that the work
in 22, 24 and 26 above has been carried
out? e . , Yes.

(If an impressed stamp is used to record
this work, give a specimen).

28, . Are invoices snd credit notes
£inally approved for payment? Yos,

29, VWho gives this approval?
Pogition Mthority Iimit
Henaging Director "

30 Is he independent of those res- :
pongible fori=- :

{ag ordering functions; Yes,
- (b) the receipt snd control ..
\ . of goods; <7 Yes,

(e¢) the processing and
recording of invoices? Yes.

31, How is the approval evidenced?
" signed by Managing Directors

32, How does the system ensure that all
invoices and credit notes received are

G1y prooessed) i |
 sigaature checked before posting,

33, Is thie function carried out by a

person independent of those responsible
for the 'gﬂmeamg--md recording of
invoices? = 0 - “ore Yess

(Control may be exercised by accounting
for invoices and credit notes which are
numbered on receipt or recorded in an
invoice register, snd by investigating
outstanding itens). chage ledge:
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PURCHASE LEDGER AND CONTROL ACCOUNIS

34. (a) Is the purchese ledger:-

{i) handwritten; Yes.
ii) merchanised? No.

(b) If merchanised, state the system.

(Where ledgers are replaced by use of
the slip system, the follwoing questions
should be interpreted as appropriate.)

35 How many purchase ledgers are
there?

One..
36, How are they divided?
colunns,

37+ Approximately how many suppliers'
accounts are there?

over 100

38, Are the purchase ledger personnel
independent of those responsible fori:-

(a) passing invoices and credit

notes; : Yes
(b) cheque psyments functions? Yes

39. How does the system ensure that all
authorised transactions, and only those
transactions, are recorded in the pur-
chase ledger (e.ge. by pre-listing the
authorised invoices and credit notes and
determining a total for posting to an
independent control account before they
are processed by the ledger/cheque
peyments personnel)?

No definite control procedure

40, How often is the purchase ledger
balanced against a control accoungg

Monthly,

e T —




4, I the person vho maintains the

account and effects recon- EREBAAL L
ciu;uo“ in ent of the m 7
tedger, ' pehedule 1 YeBe

.:{ecemry, the separete centree {1.»

W L Sy
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SECTION II - SIGCKE CONIROL

GENERAL

1. List, on & peparate schedule if
neceseary, the separate centres (i.es
works, warechouses or stores) at which
stocks of stores, materiale, work-in-
progress and finished goods are held by
the company and ageinst each separate
centre lotet=

i "; the type of stocks held

b) the approximate proportion (in
:ﬁ%lcx: of the company's total

23

(e¢) whether or not there ie a con-
tinuous stocktaking end,if so, how
often during the year each itenm of
stock is counted;

(d) at what intervels periodicsl stock-
tokkings are made; \

(e) any stocike which are not covered

by continuous or a periodical
stocktaking at least once & year,
If such stocks are estimated, state

the basis,

Only one centralisged store
¥ainly food staff, liquor and

tobaceo etc.
Monthly and Annual Reports -
pupervised by the Assistant

Hanager,

2s Are all stocks or bins visibly

marked with all relevant information as
to size, grade, origin and job for which
required or similar details for identi-

fication? : Yes,

J¢ Are the various types of stock well

arra:ged and conveniently stacked or
binned at all times, or are specially
lerrangemcents made prior to stock-counts?

YBIQ
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4. 1z stock adequately covered in-
surance againet loss fromie e

n) fire; Foe
b) byurglary; No.
storm and other risks? Nos

5« Ie the storage accommodation adew
quate to provide protection againstie

i deterioration Yes.
asccees by unauthorised
persons? Yes.
RECORDS

RECEIPTS AND ISSUES

Notes The documentation relating to
receipta of stores and materials
from puppliers, and despatches
to customers, are dealt with'
under Section Is=Purchases and
Trade Creditors and Seciion III
= Sales snd Trade Debtors,

6. Whet are the-major materials pure
chased and consumed in pro&!oﬂen

Mainly food stuff etes”

7« Are all materials purchased delivered

to the stores or are any items delivered

giigeo: to production-departments or to
es § Wiy

All dry foods are delivered to the

Btox'c.. A = .
All fresh food deliverecd direct to

ki‘_ﬁﬂ!ﬂh

8, Are ipsues from the stores made only

on properly suthorised roqnidtiona;
' CBe

9. Who are euthorised to sign requis
sitions? e

Position
Heads of depariment




10, What documentation is prepared when
materials are returned to stores?

Returns are unusual,

11, Are bin eards or similar records
naintained at stores locations? Yos.v

12, From what sources are the entries
on these records made? ,

Invoices sand Delivery order.
STOCK RECORDS AND CONTROL ACCOUNTS

13. (a) Are continuous stock records
: meintained fori=-

(1; rayw naterials; ' No.
‘bought out parts and
nenta} :

compo :
(111) conmahle utorae and.

(v, rmruhlo eon m:'s :
received and delivered;
(vi) stocks in hands of third
partics such a8 agents,
outnido mobonau or

storess
(vii) stocks held on bohalt
o:t third parties?

(b) m these records maintainedi-

ﬁ.; t.n q;unttty ox:ly; : li;gs.
(i11) in mtit.v and '
val 3:’ Ko,

14, (2) Are these records -

(1) hemdwritten; . .. Yes.
(i1) mecheniged? . . o,

(v) 17 nechm!aed, state the ‘systen,
{e¢) Hov many ledgers are there and
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on what basis are thoy divided?

15, Are the stock records maintained by
a person independent ofi=

iag the storekespers; Hoe

b) those responsible for

physically counting or .
checking stocks? Yese.

16, Vhat information is recorded in the
records (e.,g. description of stock;
locations unit prices; maxinmun and mini-
mum gtock levels)?

Deseription.

17. Prom what scureces are the follwoing
entries on the records made:- _

ia receipts; Invoices.
b) issues? Requisgition order.

18, Howv does the system ensure that all
authorised transactions and only those
transactions are recorded in the stock
recrods (esgs by pre-listing authorised

requisitions and stores documentation
for control accounts before they are
passed to the ledger personnel, or by
accounting for serially numbered docu-
ments)?

checker responsible for cheeking
goods delivered and invoices,

19, (a) Are control accounts mainteined
for each category of sitock set
out in 13(a) ebove? .

(b) How often are the records
balanced against a control
account? Monthly.

20, 1 the person who maintains the
control account and effects reconci-
1liations independent of those vwho keep
the stock records? Tous
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COURT

Note: In enswering the quentiano in this
section it may be necessary to deal
separately with the procedures
under continuous atodztakinga and

periodical stocktalings,
PRELININARY ORGANISATION

2l. Vho is responsible for general over-
all control of continuous or periodical
stocktakings? _

Poei'uon
Book-keeper,

224 V¥Who is responsible for mntrol of
ltooktakins at each mtra? o)

Pouuon‘ - Centre
} ,Onlyr one centre,

25.(#) Ave eneral instructions in |
wrug'n issued on the occasion
of uch stocktakings- a

; %o nn centres io. .
o'} mw«-
countcrs? Ho.

(b) Who is re ponaiblo for is~
suing cgim:'nmona? Terond

Pod.tion

{Ceneral control and supervieion of
stocktakings snd the issuing of instruce
tions should be the duty of & responsi-
ble official not comnected with the
custody end conml of mm or vuh
their recording,) i
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STOCK CQUNTING

24, Howvm teams of stock-counters
are nomm used at each centre?

One.
25. VWhat is the normal eonpos:ltion of
each team? :

Three

26, Are the stock-counters mdopendont
ofie

s g the storeke " Yes. .

b) those who m t n the
oontinnone atock rooorda?

- " Yess

(If the persons in (a) and (b) o.'bove
teke part in stock counting
should be a separate check m lnde-

pendent person.)

27« Are gpecially printed or miea
stockk sheets or umuod to stock-

counting teams? *g !oc.

28, Vhat control u thw‘ bn thei.r

issue and return (e.g.‘g pre-number-
and acamﬂ.ng M numbers)?

Name of: ttn nd nunbar.

29. 1Is stock counted twice by different
mmbera or the atocktddng team? !
: eao

s () m duor!.ptious ot types of
ptock entered on the stock
sheets or cards before the

count? T Xes.
(b) If not, are the stock-taking
qualified to identify

teams
, ”qnd deaq_rlpg the stock? Yes,
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%1, Do the stock-counterss-

(2) record the quantites on
the stock pheets or cards; Yes,
(b) check guantities already
inserted from continuous

. stock recrods? Yes.
32+ (a) Are the stocketeking teams
concerncds=
(1) with tho oonditinn'cf the
stocks, Yes.
(11) whether they are obsolete
or slow-moving? Yes.

(b) If 80, hov is this information
indicated on the stoak sheets
or cards?

Verbal order o store-keepers . .

33, Are the stock sheets or cardsi-

(a) gigned by all members of the
stock-counting teanm, Hos
(b) countersigned by $he persons
ediatog reaponuuu for
the stock-counting? Yes.

34, V¥Where are the stock sheets or oe.rda
centralised after the stock-count und
how are they controlled?

Kept by Bogk-keepers.

35, Are stock sheets independently
checked in detail with the rough stoek
sheets or continuous stock records as

lppropriate? Yes.

56;.1 if t:hen are nov;n::ts ag o;tock e
du e progress o e -Coun
how n‘g. they controlled? !

Ilﬁll are ccased,
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AGREEMENT WITH RECORDS

37« (a) Are stock sheets or cards
compared with bin cards? Yes.
(b) Are tho bin eards adjusted
to the quantities counted? Yes,
{e) Ip the fact of the physical
check noted on the bin carda;
eBs

38+ What action is taken %o enquire

into differences between bin cards and

:gecg:angity shown by the stock sheets
g

Investigated by Book-keeper.

39« (a) Are the stock sheets or cards
compared wvith the meain stock
records in quantity and in
value? Yes.

(b) Are the stock records
adjusted to the guantiti s

counted? Yes.
(¢) Is the total stock
difference evaluated? Yes,

(d) Is the fact of the physical
check noted in the stock
records? - Yes,

40, (2) Does a senior ofﬁcial give
final approval doe the adjnstuent of
stock differences? Yes,

(b) It 80y vho?
_ Position
Asgistent Manager.

RECONCILIATION OF BTOGKS.PURGBASBB,
PRODUCTION AND ZTURNOVER

41, Are reconcilistions in quantity
made of receipts and issues and opening

and cloeing stocks for:-
Yes,
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41, At vhat intervals are these recon-
eiliationa preparcd?

¥onthly,

42, v¥hat are the sources of the infHrmoe
tion uged in the preparation of these
reconciliationa?

I4st of Inwices and Isoue.

43, Yho ip the final ble official
to whom these reconcilistions are passed?

Position
~ Pook-keeper/Accountant
© 7 YALUATION

44, On vhet besis ave stocke on hend
valued in respect ofi- »

ray natoricls;
bought out components;
consunable storosy

work in progress)
ﬂn&shcd’ dss
Dy=-p At cost.

¢ valuation should nommally be either
a tbolz r of cost ond net realicable
e or 3wumo: eost%mt
renlisable value and replaecement price.
Cont should be defined, €. LaleFels
’OIQ’QG.. averagoy end in e
moft:* - ries of costs included
. 8 &S
-mu& be indicated, c.gs naterials,

- 4

HEe o oUR

te
direct labour, tharges, works overw
{.0es the deductions ch are
made form rice in respect of
expenditure stl o be incurreds
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ST00K SHEETS

45, 1Is the pricing of the stocks inde-
pendently checked?

gtandard prices.

46, (a) PFrom what records is this
checking carried out?

Price list

(b) Ave the pricing records kept
up to date?

IC'Q

47. m the calculations, extensions
and additions of the stock sheets in-

dependently checked? Yeuo

48, How is this checking evidenced?
Acceptence of the Invoices.
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SECIION III - SALES AND TRADE DEBIORS

INTRODUCTION

1, At what stage is the account Con=
trol over pales first oxerdud?mg‘

Room rental - Resident ledger cards
Restaurent etc., - order book chits

(Accounting control may begin with con-
trol of es ordersy with a record of
despatches or completions; or with a
record of inwicess The controls applied
will be governed by the method of dozng
businese and the volume of transsotions, |
The absence of certain of the controle
detailed in this gection mey not, in the
partioular eiroumstences of the client,
necesparily indicate wesknegses.) :

SALES ORDERS

5. What vecord is kept of eales orders
received, including those received other
tl_xm by post? Coa) ‘

received on the spot -'_m pienunbered
‘books, .

Je Are enatomn‘mdit limits checked
re orders are ac_cepted? No.

INVOICES AND CREDIT NOTES

4. How are the slaes prices of the
various goodst= y

(a) ascertained; fized
(b) enthorised

S5« Are invoices prepared by a person
independent of those responsible for:-

rdersy
cash receipt functions?  No,

S—

i g; accepting o Yes.
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r 6. (a) How many copies of sales invoices |

are prepared? -
(b) How are they distributed?

cugstoner, Account department,
-sales centro.

7« How does the system ensure that
duplicate sales invoices are not used

for original sales (e.ge by the use of
different coloured documentis as copies)?

_ prenumbered folding type.
8, How are cancelled, sltered and "no

charge" invoices amthorised?

Signed by department head

(Special controls are nommally required
to ensure that the tional ecircume
stances affecting these ces are

0 the attention of = responsible
official,) iy reg
SALES LEDGER AND CONTROL ACCOUNTS

94 (8) Is the pales iodaamé
’ "(1; handwrittens Yes,
(1) mechaniged? No.

(b) If mechenised, state the system,

(¥here ledgers are replaced by use of the
8lip system, the following questions
should be interpreted as appropriate,)
10, Hovw many ssles ledgers are there?

" - One.

11, Howv are they divided?
columns,

12, Approximately how meny customers'
m&ougg are th:lrg? '
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500 including Resident Account

over 1,000..
13, (a) Is a record kept of customers’
credit standing? No.

|
i
!
|

(b) Are credit limite fixed for all
customers and recorded on the
ledger accounts? Yes,

Companies Account - no limit
Personal Account - $50/= per bill

14, Are the slaes ledger personnel ine
dependent of cash receipt functions?

Yess

(Such independence facilitates the dis-
closure of irregularities which might
othervise remain undetected.)

15, Hov does the system ensure that all |
authorised transactions, and only those |
:;eanegioim, are(propegy recorded in
sales ledger (esg8s pre-listing
the authorised transactions and deter-
mining a total for post 4o an inde~ |
pendent control account before they are
processed by the ledacr personnel)?

no definite oontml pmcodnn

16«» How often is the sales ledger
balanced againgt a conirol account?

" Monthly.

17, 1s the person who maintains the
control account and effects the recon-
ciliatione endent of the seles
ledger personnel? Yes,

18, (a) How often are statements gent
to all customers?  Monthly,

(b) Does this include customers
with eredit balances? Yen,
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(Statements provide opportunities for
customers to report differences, If it
is not the practice to send statements
regularly to all customers, this objecte
ive xio.y be parti“d:{ aehit:ved by%o r
example, sending ements only
customers with overdue balances,)

19, Are statements checked before
despatch? Yes,

20, Is the person responsible for this
function independent ofie

(a) the sales ledger personnel;

°
(b) cash receipt functions? Yes.

21, Are statements controlled until
despatch by a person independent ofi= .

(a) the sales ledger poraonnell;l
~ HOe

(b) cash receipt functions? Yes.

Sales ledger personnel prepares
the statment,

22+ Are copies of statements retained
or do statements have a tear-off portion
for return by the debtor with his remite
tancey, g0 as to assist in identifying
renittances received?

1. Yes.
2+« Nos

23+ How often are Iedger balances re-
viewed for iteme outstanding for longer
than the normal credit period?

; Honthlye.
24, 1s eny particular attention direct-

ed to accounts on which payments on
account are being made? Yos,
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25, 1Is this function carried out by a

person independent ofse

(a) the sales ledger personnelj
Yes.

(b) cash receipt functions?  Yes,

26, Yhat i the procedure for following
up outetanding debts?

Secretary will writes

27« 1Is there a separate department res-
ponsible for this funetion? Hoe

|28, Are differences reported by custo-

mers and correspondence relating to .
disputed items dealt with by a person
independent ofi=

(a) the sales ledger parsonnel; 5
€Be

(b) ensh rncipt: mnc'mal? Yess
BAD DEBTS

29, I8 the approval of s responsibie
official required fors-

a inntituting court action
) ry of debtes Yes.

ib} vrit of! bad debtl; Yess

of customers'
balances? Yes,
30, 1If so, who gives such approval?
Position

Mam ging Director
314 1Is he independent ofi-
(a) the sales ledger personnel

Yes
(b) cash receipt functions? Yes.
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32, What evidence is produced to the
3&:%&1 to Justify writing off bad

signed chitse
33, How is the approvel evidenced?
- Mangging Director signs.

34, Is this funetion carried out by a
person independent of cash receipt
Tunctions? Yes.

g e el
ewe en epen respo e
offieial? Yes.
36+ 1If so, by whom ie this review made?
Position
Secretary.
(Control may be retained over bad debts

vritten off by transferring them to a
memorandum ledgers) '

57« How is the bad debt proi‘r‘ld‘on

Actusl,

il




SECTION IV « CASH AND BANK

POST AND RECEIPTS

REMITTANCES RECEIVED BY POST

1. Do remititances received by post
consist ofi=-

ia; cheques and postal orders; Yes.
cash? No.

2. Are open cheques and postal orders
received crossed ® Account payee only

- not negotiable? Tes,
e (a) Is a record made at the time the
post is opened ofi- ?’o,'

(1) cheques and postal order'a;n
Qe

(ii) cash? . No

(b) As an alternative to (a)(i) are
all cheques and postal orders
crossed to the company's bankers
when the post is oplued? No.

4. 1s the post opened, md the record
of remittances prepared. by a poraon
independent ofs-

the recoivi oashior; Yes,
{b; the sal :gse
personn Yes,

(A record of remittancea may be in the
form of a rough cash book, adding maching
tape- or copies of remittance advices,
grovidos control over the entries
1n the cash book and amounts paid into
the bank, The independent listing
envisaged minimises the poasibilty of

omissions and the oz giror fraud ,
It is important that the cashier and the

sales ledger personnel should not have
access to the receipts before this
record is made,)
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5« Is the opening of the post supere
vised by a responsible official? Nos

Open by Secretary to the Manager,

6. Is the post date-stamped? -~ Yes,
(The date-stam of the post evidences
the date remit _mges are received and
helps to disclose teeming and lading,)

7« (a) Are postdeted cheques included in
the record of remittances? Hoe

Postdated cheques are unusual,
No record is kept of remittences,

(b) If not, state how =nd by whom such
are controlled until they are .
bankpd? \

(The inclusion of postdated chegues in
the original recordpgt ml_&:mcaj egto~
blishes control over their subsequent
disposition, However, control may be

effected by segregating such items under
the control of a person independent of

cagh receipt or sales ‘J.adser functions. )
8+ (a) Is a record kept of receipts snd
- digposals atk:’;siatend lnto;.?
5} . : C8e
(b) If eo, how and by vhom 18 dis-
poaal evidenced?
- Record book kept in Mansger's
ofﬁoe. .
(There shonld be adequate eontrol over
the receipt and diasposal of registered .

letters re these contain cash and
gtal orderg and are not dealt with at

Kept by cashier until day of X
banking, »

normal opening of the post,)

)
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9+ Who endorses cheques when necessary?
Position ‘
Managing Director,
10, (a) If a record of remittances is
" prepared, is 1t used:~-
(1) %o prepare the paying-

in slips; | No..
(ii) to write up the cash
MOk? NO'..‘.
(b) If,not, state how these records
are compiled,

From receipt books.
11s (2) Is the record of remittances,
compared, either in total or
item by itm’ wvithie in total

(i; the cash book; No.
(i1) the paying-in allps?v No.,

(b) If record of remittances is not
' prepare,are the bank paying-in
slips compared, either in total
g;ok;em by item, with the cash

Yes.

(These comperisons may be carried ocut by
Lthe client's staff as part of the bank
reconciliaction procedurece. If a com-
arison of to ronly is made, the
additions of the record of rmittancel ,
d of the vaying-in slips should be
hecked so &s to disclose omissions,)

2s Is this function carried out by
person independent ofi=

sl; the recei cashier Yes,
b) the gales 1 r personnel? ¢
8.

13, How often is the comparison made?
Monthly.
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14, How is 1t evidenced? ]
Suppliers' statements, '

CASH BALES

15, Are cash gales recorded by means ofi-
a) cash registers; Yeoe
b) cash sales notes; Yes.
¢) other means (describe)?

16, 1If cash sales notes are used:-
za; are they pre-nunmbered; Yes.
b) is 2 register maintained

of their issues Yese

(¢) are copies retained? YoB,

17, Is the cashi=

{2) reconciled daily with till
and cesh sales note totals; Yes,

(b) recorded daily in the cash
book? Yes.

18, Is the recongiliation carried out
by a person independent of those respon-
sible for receiving or accounting for
cagsh sales? Yos,

19, Are the totsle of till or cash sales
notes compared witht-

he cash book; Yes
51‘3 &;igmn&-i_n slipe? Yess
20, Are these functions carried oul by
2 person independent oft- -
i.} caph receipt functions; Yess
b) those responsible for

receiving or accounting .
for cash sales? Tes.
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! i;aiesnowtu the 1sim1xodax(m usage of oaag.
notes controlle Ce 8o acecoun
ing for all numbers)? P '

By accounting for all numbers,

22s Is this function carried out by a
erson independent of those responsible -
or receiving, or sccounting for, cash

sales? Yes,

23« By whom are cancelled end altered
cash gales notes suthoriped?

Position
lanagers

(Authaisation of cancelled notes may not
necessarily be required where all copies
of cash gales are propyrly controlled as
envisaged by 21 above.) 2 :

24, 1Is he independent of those respone
eible for receiving or accouniing for -
cash? ; T 13gs Yes,

25s How is the authorisation evidenced?
retain and ni@nfl by manager,
OTHER RECEIPTS

26, Describe the confrol for other
items of ra’ce!htc not dealt with above
or in Section III « Sales (e.gs Sales

of sales of serap, petrol sales),

Rent recelpts - collected monthly,
Paid to the cashier and Recedpt
igsue immediately to all about

twenty shopss ‘
ALL RECEIPIS
27. Are each day's receipts (ineluding

receipts at brancheg or depote) recorded
promptly in the cash book? Yes,
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28, (a) Are all receipts peid into the '
bank intect dedly? - Yes.
(b) If not, how are they controlled
prior to banking?

2. Are the following functicns carried
out by a person independent of the sales

ledger personnolie |

(a) Preparation of the paying-
in slips; o i 3
(b) payment into the bemk? = Yese

30e (a) ¥Who is respongible for the
analyseis for posting i the
ledgers?
‘Poaition , , -
: Caghier. 2 X
(b) On what basis or from what
records ip this analysis
Vouchers ond 5illss
%1, Who is responsible for checking
discounts deducted by customers from
renittances? » wolged 124
Position
Menagers
32, (a) Are cheques returned by the
_bank investigated? = . Yes.
(b) If so, by whom?
Position
: Cashiers _
33, Are original paying-in Lalips Ob=
tained from the bank and checked against
the cash book and copy paying-in slips?
‘Ye8e

34, Is this function carried out by a
person independent ofie-
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ib; eash renai t funections; = Yes,

the sales edger personnel?
Yes.

( ma procedure helps to dimclose teminq

+ It may be a desirable check
12: certain eircumstances, for exmplo,
where collections are made by travellers
and salesmer and banked by them, bdut it
nay not be ugzmprlate or necessary in
cases when internal control over receipts
is othervise adequates) :

IBJUE OF RECEIPTS

35, Are counterfoil or carbon oopiu
retuaad? !u.

36s How i@ the iessue of r.cu.pt books

or forms controlled (esgs by
' issues

r a
re or and accounting raumbeu)?

37, 1o this function carried out by a
wn lndependmt of cash ngeipt

ctions? . Yes.
J8, - Are cancelled md a.ltored receipt
fo;u properly authorised? o8,

39, 1s this function carried out by a
ggson independent of cash rece pt
etions? . . Yese

40, Bcv ia tha mthorlutioa m&emnd?
Manager's Signature,

41 Are counterfoils or wbon or
re;elpt gorms checked sgainst

(a) rﬁoora ct reaittaacaa ,

NO‘*.
b euhbook: Yes
f 3 paying-in slips? Yos.




- 42, 1Ip this function carried out by a
| person independent of cash receipt
| functions? Yes,

| 43, How is the checking evidenced?
6.8s Bank staement checked and
signed.

GENERAL

44, I8 there an adequate seperation of
duties so0 that the receiving cashier has
no responsibility for or control overi-

sales ledger; - Yes.
b purchase ledger; Yes,
nominal ledger; Yes,

mung or

document on.vprgioh cash is
received or peid (e.g.
sales and purchase invoices

end credit notes)? Yes.

45, Is there an adequate separaﬁon of
duties so that persons handling cash

sales and receiving collections have no
respongibilities for, or control overi-

cash bookj Yes,
b sales ledgm Yes.
o nominal 1 Yes,
other nego e assels? Yes.

(Thie peparation of duties may not be
nececsé.”r’} if the mdopenaeata%hacka in

questions 17 -~ 20 above are in force.)

46. Iz the cash office secure, or is
acecese available to pertona ﬂfnr than

cash office staff?

Cashier is :.omu in enclosure
together with other reception staff.

47, Who carries out the duties of the
caghier vhilst he is at lunch or on

holidey?
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Pogition

Wechine operators
only certain duties,

48, (a) Is there fidelity insurance to
cover loss of cash? Yes.

(b) If oo, describe who is ooverad
-and to M extent,. :

Ceshier to sso,o_oo/-r
CHEQUE PAYMENTS

CHEQUE

50, BState the nemes and appointmenta of
cheque signatories together with the
limite to which they are authorised to"

81@.
‘Position Anthor!ty
: ILinit,
Hanaser and lanaging '
Director no limit,

51. (a) 4re au ohognm payable "to orden®
and crossed "Account payee only
- not negotiabh"? !ea.

(cheques should not nomn.uy be crossed
other than as set out in (2) above

lens there are perficular reasons \rfv it
is inconvenient for the payees to receive
cheques crossed in this mammer, 0.2,

Pamonta to peneioners,)
52. (a) With the ex tion of cheques

AT
ovar Ho

: u«d
(b) If so, for whai purposes.
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53 (a) Is & mechanical cheque-signer
... used? : Fo.
(b) If so, what controle are

- exercised over the custody
of the pignature dic and
the use of the cheque-
signer?

(The person suthorised to use the signe~
ture die should be responsible for cuse
tody when not in use, Control over the
mechanical ch:gup—:iyxar mey be exerciged
3{ the physical presence of the custodian
en the die is in use; by control over
cheques issued ot the operatory by use |
of a numbering device on the machine.)

54 Do chequea carry pre-printed -
Bie;na.tnr:g - No.

55.  Are cheques signed "in blanlk"?

L3
4

56+ Is the issue snd ususge ‘of '&usquee
controlled by a person independent of

(a) approve wvouchers for paymentj
' ) YOGQ\

_(b) prepare cheques and |
record paymenis? Yene.

57. How are spoilt cheques dealt with?

Cheque Noe is cut out and stuck %o the

cheque butt, > :
(Control of cheques may be exercised by
regom;o nnmc:cra in &ﬂc&chdbook
an ting for chegques : an :
used, This procedure helps to ensure
that cheques are only used in respect of
authoriped transactions and that all pay-
nents are recorded in the cash book, A
control of this nature is essential when
a mechanical cheque=signer is used, or
when cheques carry pre-printed signature
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The mtxﬁ for eha e numbers issued

ney be carri client's ptaff

u pm of the buk ueomtnauan
cedures, )

mz PAYMERTS

58s Who preopaves ehoqaa and records
peynents?
Pogition

Secretary to Menaging Direcctor.

5 o I3 there an adequate separastion
Guties po that the cashier hes no
reeyonaibulty fory or conitrol OVerie

purchase ledgers Yese
pales ledger; Yens
fim:* S Septoving any dooac’
r :
i LA Sty R B L
or pa.td :,ﬁ' pales smd pu
credit notes)s
Yeas
(e) signing Mm Yooy
m i
( inde m%nu 8 n:eeunv

zn!wpaott
ompcﬂv

mporlv choaked and approved?
Tem,
(b) what does tbu. ; :
evidence

Suppliers’ otMcnto. iuvalm M
payroll sheet atc.
(Efficient internal control roquires

res that
ents should be nada in respect
P:? tmaacﬂmwch have been properly
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checked snd epproveds The evidence

e I T et
voices, payro and

caago books or = eSngiet of cheque

requitions, suppliers' gtatemmts, remit-

tence advices end payroll summeries,)

61, If the evidence in 6o above consists
of cheque reguisitions, sippliers' stat-
emente, remittence cdvitoo or other sub-
stitue documents, ere these checked with
invoices, payroﬁn and other original
documents before presentation? Yes,
62, Who carries out this checlking?
Pogition
Ledger cleri,
63, Is he independent of those whoi=
{a) approve vouchers for payment;
{b) prepare cheques? o8,

64, How is this checking evidenced
ge by signing or initielling the

65, - Where payment 18 made by traders
. creditsi-

(8) are duplicate lists of pey-
" mente stemped on every page
and returned by the H

Rt
(b) ie the evidence -uyporting;-
the peyments produced to the

raRans et Tuster vesy
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66« In sddition to the checking in 61
above, are suppliers' statements com=
pared with purchase ledger accounts?

Yes,

67. 1Is this function carried out by a
person independent ofi~

(a) those who epprove wouchers
for payment; Yes.

(b) the cashier? Yes.

68, Vhat steps arc taken to ensure that
full advantage of discounts allowed?

Price discount unususal, :
Discount norm given prior to
invoice end inwoice return is
less discount.

69, How does the systen ensure thet
payments on account or in advance of

delivery are gromly controlled and
accounted fo
Statements compared with Ledger A/C,

70, Are invoices, mwmtn&oruntnoe

advices and other rting documents
cancelled to prevent their use in sup-
port of further payments? o,

71, 1If cheques require two or more
signatories, is the evidence npport&_;g
the chegues produced to each u@atg

C8e

Menager end Mansging Director.

(if the second or further atories

do not exemine supporting dence dut
gign on reliance on the first signature,
the requirement for two or more signae-
torics may offer little, if any, protec-
tion beyond that afforded by one signate

ures) v
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72, If cheques are not despatched im-
mediately, what &= the reason for the
delay and who controls cheques until
despatch?

Cheques are always despatched :
immediately,

73+ Is this porson the cheque signatory
or enmo other person not mmnﬁg:
the preparation of cheques? Yes, |

f

T4e m i responsidble for the enclysis |
of payments for posting to the ledgers?

Pogition
Ledger olerk.

75« ¥rom what aouroeu are payments re-
corded in the cash book?

Creditor Account

Salaries ‘
Reimbursement of Petty Cash
Sundries ‘

GENERAL
76, Is there o fixed date in each month
for the main pay-out? Hoa

77. ©On vhose suthority cen bank sccounts
be opened?
Position

Board of Directofs.

78. ©On whome suthority can bank loans or
overdrafte be arranged?

) Position

Board of Dircctors.

BANK RECONCILIATION
79, How often is a bank reconciliation
prepared?
mtm;
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80s (&) Is the person responsible for t
this function independent of the
receipts und payments nmot§ons?

 1€B,

(b) Alternatively, is the reconcie
listion independently checked?
s,

8l, VWhere the reconciliation is prepared
by & person independent of receipts and
payments functions, does he o stato-
ments from the bank and retain them until
the reconeiliation is effected? Yes.

82. Does the independent preparation
or checking of a bank re ation
includet-

{a) a comparison of the debts end
credits shown on the bank
statemente with the cash

boolks
(b) a arison of paid cheques
wvith ecash book as Yo nmmes,

dates and amounts Yen,
Yen.

2
(c) a test of the detailed )
bogs p ¢ I B i o v

(d) an enquiry into any contra
. itens . Yes.

{The test under (e) mmm ecarricd
out by the elient's steff as paft of the
checks on cash receipts.)

PETTY CASH AND POSTAGE

PETTY CASH
83. Idist e2ll petty cash floats end other
funds fa, for national insursnce
::npu : ng the following informae
OnNge ' :
Custodien '”ﬂ‘::i‘" Purpose Hethod
: ' . 0f row
inbufses
ment.

‘2;3:-,”

!Q‘Q
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or Round-
Sum)
Petty cashier 3500 Imprest.

Secretary to uanagins Director controls
petiy cash book

Lol

Secret to Managing Director also
ssaeaageques for smount to purchaser

of frash food.
84e (2) Doez the petty mhier have
control over sny other funds,
inciuding cash receipts or
cash sales? ,
(b) If so, which?

85, Has mmybody else acecess to the ow
&nah.andifno@m p

.

Pogition
86+ Are wvouchera or . eash
pro-rcqaiuto for o peyment
cash? Yes,
86, (a) Are vouchers suthorised
mrson other than the pet
cashier? Yes,
(b) If 80, by whom?
 Position Authority

Limit,

- Menager :
Menaging Director no limit,

87, How are vouchers cancelled %o
prevent their re-presentation?
Fot cancelled, Vouchers are returned
%0 Petty Cashier. on memory
of Secrctary to NMen Director.

- 130 -




88s le there ;mmum
individual paymente and, 1f so, ho'un‘:g?

loe
{ihis t'aada‘to dincourege the W- :
ing of regular for nnms
natorials and supplies.) ' Pe

89¢ Are losns and sdvances (8.8 for
'mh"‘ : e _

Hmmc in tho books;  loe
b) treated as part of the
potty cash anee?

mmu “‘“‘“‘,3 gefl officer
paid by the chief ors
0 (e e v
(b) 12 o0, whet limits erc iaposed?
91, Iammatnawelm
mﬁm to the level of o

92, 1o the petty cash book periodically
examined snd wymu vorigied by an
person? 0.
3, W¥ho earries out this function end
often?

Only the auddtors.

95, Docs the system of reimbursemént
of the fioat inglude the production o
the potty cash book snd vouchers? Yems
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zg; vho approves the reimbursement of

Fogition
Hanager end Hemaging Director

97« How is this approval evidenced?
8ign on poyment vouchers

98, Who ic responeidle for the analyeio
of poetty cash for posting to the ledgers?

Socretary to Manoging Directors
POSTACE
99  Who has custody of postage stonpa?
~ To poctagesstenp. Use of mwhtu.

100
up;o:'a?mn. neoraeal . '%vm @ Focord
of usage? - Yess




SECTION V « WAGES AND SALARIES

GENERAL

1, Is the weges depariment o separate
entity dealing only with wagesj

Wages entirely handled by the Staff
dep&r‘hen’c,

2+« VWho is in charze of the department?
Staff Cfficer

3s FHow aff 2d in
R pilteT Aariacmmre o

4+ Prepare a schedule showing the way
{mntrmch the wages staff spread their
CBe

Fo clear separation of duties,
Duties interchangeable,

S5« (a) Are the duties of the wages
staff periodically rotated? Noe

(b) 1 o0, what is the basie of
‘rotation? @

(Internal comtrol is improved if duties

are rotated so 0o one clerk or
section is responsible consisteatly for

all the functions in the preparation of
i‘wmna in respect of a partiewnlar
partment or group of employees,)

6s Cbtain a cimen wages sheet or
1131 the headixiu.? of each column on the

wages shect,
, oted,
Kelamazoo Copy Writer systen,
ENCAQEMERT OF BMPIOYEES AND HISTORY REe
* : 1 .

7« Are history records Bept for each
& - showing particularg ofte
(3 engagements Yon,
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Bs Are these records kept independently
of the vageu deparhnent? Hoe

responsible official independent of the
payroll preperation? Nos

10, Are there written euthorities for
each of the followingi-

YOG&

a ' ntj
o) He /e mtoseter
& snoral fncresse in piyi oo
ore
- S

deductions from wages(o
than national insursnce,
ated pmlon scheme

contributions and P.g!.n.) Yea.'
zt; advances of wages?/s Yes,
g alterationa in ratee of pay? Yes.

11, W¥ho is responsible for smthorising
the above information?

Position
Manegers

For Advances - Voucher signed by
manager paid by cashier,

12. Is he inde tgmdmt of the wages

eparhnan Yes.

l 'T(_.f

b) retirement or dismissalj Yes.
¢) rates of pay; Yese:
@) holiday pay entitlement; Yes.
¢) deductions from wages/

palaries Noe
SI; pecimen signatures; Yese
8) salaries? Yes,

Oe mtheoereoords countersigned by a |




13, How are the details notified %o
those responsible for preparing the
payroll?

¥ritten, vouchers, letters, etc.
TIHE ATTENDANCE AND JOB RECORDING

14, (a) Vhat ere the normal working
hours?

8 hrs. on ehift basis except for
administrative staff.

(b) On what basis is overtime
oald?

21,00 per hr.
31050 pel‘ m’.

(Refer to staff record book extracts
in sppendix 3) -

15, ¥ho enthorises overtine?

Position Authority Iimit
Manager authorises tmt prepared
Nos1 of dec it LV !ﬁﬂ S
entered into wage sheets

16, Is he independent of the wages
departnent? Yes.

ﬂ-'zf:t:&.én '1#
17. How is the suthorisation evidenced?
Signed
' oot S et

1&.‘ M reguiatlona are there
regarding absentees?

Nedical Leave — Hoe .
Others - Warning poesible deduetion

of pay - strong union.
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|

19, If time clocks are used, where are
they installed? No.

Fomerly used.
20s Obtain details of holiday entitle-

ments and deseribe how holiday pey or
holiday credits are calculated and

recorded,
10 days annual leave after 1 year
of sefvices

21i Who is responsible for anthorising
holiday pay or holiday credits?

Popition
Approved by Menager,

COMPILATION OF PAYROLL
22, Are wages paid in the basia ofi-

233 time, Mo
b) piecework? Nos
5% Obtain brief details of rates of

clud-

rof pq{ and schen.
details of any trade union agreements?
Bonug - 8% of annual but

4 subject f.gp;grﬁeuent with on.

e

24, (a) Is the p 1lt=
(1) Hendwritten; §:a,,

(i1) mechanised, »
(b) If mechanised, state the system?
25, Who preperes the salaries/records.
Staff Officer,

26, Are the folloving deductions fei
vaéee properly recorded in oontrollw

countsi-

PoAJYE N
53 g;:.'du;t;d pension scheme "
contributions; Hads
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(e) graduated pension scheme

contributions; Nads
d4) national savingsj Hele
e gomion fund; NeAs
£) hospital NeAs
g) other deductionn? E.P.Fe Yes.

(In emall business it may be possible to
g:J over deductions immediately. Normally
wever, it is necessary to record deduc-
tions on control accounts and to pay

them over periodicallys)

27+ Does the system provide for the
periodic checking or testing with
authorised history records ofie

E names on the payroll Noe

b) rates of pay, deductions and .
other standard information ‘

used in the glreparauon
of the payroll?

28, Does the system provide for the
{independent checking of =11 ealculations

and sdditions in the preparation of the
payroll? Hos

29, Are the vagee ghects signed or
%tim«ad by the percons responsible
Tl ;

.

sa; their p tiong Yes.
b) the c g set out
in 27 eboves Nos
(¢) the checking set out
in 28 above? : No.

%5, 1o the peyroll completed in ink
or other permenent form and finally

approved for payment before the ohegue
ie dram? Cls

31, Who gives this approval?

Popition ,
Manager signs - obtain cheque from
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the Secretary to Managing Director.

32. 1Is he independent of those whor
prepare and check the payroll? Yes,

33, How im the approval evidenced?
Signature on P/S. (Pay sheet)

34, Is there eny independent control in
gross galaries (e.g, by reconciliation
wvith the gross sslaries of the previous

Pay period)? flo.
MAKE-UP AND PAYMENT

35. (a) On 'what day or date i payment
' made? sy, :

. 1st of every month -~ if holiday

" on the day before, =~
(b) On which day are they paid?

36, 1If deductions from wages are drawn
in cash, how are such funds recorded and

controlled?

Only cash sdvances ere deducted,
imount taken out of pay packet
in front of employee and I.0sUs

41 return.
37, Does the pel regpgnsibla for
thia function gg:%ntm of any other
cash funds? Yes,

Payment of selaries.

38, Are the wages funds periodi \
counted and sgreed with the records

an independent official? Ho.
39, Is peyment made byt= _
(] s o
e
c banl? t:-anafer Ro:

Where payment is made by cesh, in
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the salaries chegue drawn for the
gross or net smount of salarics.
Net after EsP.Fe dm@tiﬂu';

40, How is cash physically controlled
from the time it ie drawn until it is:e

sorted;
. i%} made ups
¢) pald out?

All functione pérfomed by the
gtaff officer.

41, What i{o the procedure laid down
for the makeevp of wages?
Previous list used as basis-add
new employees, less discharged.
Overtime listed from O/T records.

42, (o) Does the system provide for the
meke-up of weges to be checked?

NOQ

(b) Alternatively, is the eash for
~ perticular sections of the peoye
roll denominated o that it 1o
consumed exactly when envelopes
" or containers are filled? No,

43, If the net is shown on the wages
envelopes or con ers, are the enve-

loign or conteiners tbtalled and agmod
with the net smount of the peyroll b

LiCe I

44, Tg the meke-up of the wages super-
viged by a responsibdle official? Ho,.

45, (a) Does the syestem provide for
particulars of wages to be
notified to employeces before
the pay-out? Nos .

(b) If so, how?
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(e) Alternatively, are employees
notified by means of slips
instered in envelops or
containers? Yes.

Kalamazoo system.

464 Are the persons responsible for the
pay-out of v:fes independent of the pay=-
roll preparation? To.

| 47« Do persons paying the es check
| the amounts paid, or the envelops or
' containers, against the weges sheets at

; the time of payment? Yes.
48, (a) Are receipts obtained from
employees? No.
(b) If not, how are they
identified?

| | Signature on 2/S.

(In large organisations or in cases

| where internal control in respect of
‘wages is weak, it may be desirable for
ireceipts obtained from employees to be
| checked against the payroll for dates,
‘names and amounts, and for names for w
‘'which no receipte are obtained to be
accounted for, This check should be
earried out by a person independent of
payroll functions. If any such check is
carried out, the procedures should be
\described. )

149, Is an suthority required for an
leuployee to collect wages on behalf of
enother? Yes,

Letter of authority or prior
information.

5Q. (a) Are suprise attendances perio-
dically made at pay-outs by a
responsible official independent
of the wagees depariment? No.

U S———

i

v a—
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(b) If so, at what intervals are
these attendances nade?

51, What ents are there in the
event of an ee disagreeing with
the contents of the envelope Or cone
teiner?

No arrangenent ravided for

All galaried atla):!f '

52+ that is the mcedurc for payi
vages to persons at short notice

betbre the romhr pay
Staff Officer signs wucher to
accomnt velation to deys worked
and pay colleched from cashier,

ggiuﬁo? gv .pemnarasponug;o tor
the make-up snd peyment of wages?

UNCI:A!!ED VAGES

54 Vhat records are na.intun“ for
unclaimed wages? -

S
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| SECTION VI - FIXED ASSETS
| ADDITIONS AND DISPOSALS |

/1, (a) Are anmual capitel expenditure
! budgets or proposals pmmﬁ;
es,

(b) If so, who is responsible for
| their preparation? .
Position

Accountent-Seccretary - Registrar.

| 2o (2) Are formal applications reguired
for suthority to incur capitel
expendd ture? Yes,

(b) If so, what form do they take?
Submit to Board of Directors.

' 3s Do such spplications include:-
(a) the reasons for the expcn:utu;o;
8.

o oot afant displaced by, -
[} 20
the application (if any)? = Yes.

4, State the names and positions of
those vho suthoripe capitel diture,
together with their authority imito,

position Authority Limit
. %he Boerd _
S FHow is tho esuthorisation evidenced?
' Minuted

( 42l expenditure should be authorised
b:%.mu ory if the smounts
involved do not require a board minute,

by = senior official of the company, )

6., ‘hit records are maintained of
capital work done by the company's own
. Control procedure here poor.

§
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7+ 1o the expenditure incurred in thie

v&x mb{act to the come asuthorisation
end controle as purchases from third

parties? No.

8, vhat record io kept of mthoﬂaéd
capital expenditure not yet incurred?

Fo records other than the minutes,

9. 1s there o procedure for the
oomgarlaon of sotual copital expenditure
vith authorisation? . Yes.

10, V¥ho carries out this function?
Pocition
Secretary

11, Vhat is the procedure vhen actual
exﬁenditure exce the original o
mthority_untﬁ : L

Further asuthorisation trom the Board,

12. State the nemes and positions of
those who euthorise expenditure on major-
maintenance or repairs, together with
their authority limitss

Position = Mmthority Linmit
Managing Pirector ant |
Hotel Maonagore >

13, State the names and positions of '
those who suthorise sales or scrap
of fized essets, together with
asuthority linits.
' Position h mﬂﬁuy Tinit
Menaging Director. ‘
14, How is the cuthorisation evidenced?

Minuteds

1 there any interecompany or
1:51:;0::::&01! nxwea end sales of
fixed apsete? Fo.

oy ¢ 5



164 Are there eny fixed assels which
are surplue %o nquimmm No.

17, ¥ho suthorises depreciation mtea?
Pixed according to scale. »

18, (a) Is sny provieion made in the
= accounto for inoreased cost
of replacenent of plant
nulunery? Hoe

(b) :ﬁ ‘:‘hat?m the basis of
on

RBGORQB
19. (a) Is a register kept of the
1 : tol.;.ovln;ﬂadm lncln&-
ing fully depreciated imm-

i Ian& and builédingn; Yoo,
i i and machinerys Yos.
notor vehiclos; Yoo
Oﬂly 1,

(iv ﬁxturea and ﬁtﬂ
(v; other £i W

| (b) Is the rmater re;:nu-u
wg,m up throughout -
(o) Is the r%:m reconciled
‘ with the sneinl accounts? Yes.
(a) It so. at what intervals ie

reconciliation prepared?
Annual,

3{5 l'lg: are Tized aceete !.Mitlea
regioter (e
nunbers or other !oe;?rzng
Specinlised equipment by doaorzpnm

21, Ip the Afomm information given
in the tegietcrt-»

o gy e SO Tose

Yoo
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[+]
fa hsn and 1R BTt I
nmbera or narks, No.

depreciation rate; 0.
acoumlated d:grau ation; Yo,
tmtioa annual allowvance

¥o
(h) mttm down tax value?  To.

22y 1Ie a record maintained of e ent
and facilities used by the o!.!mgup
_omed by others?

A owned by client.

(Vhere equipment belonging to third
parties is used, it is tnportmt that
adequate records should be maintained
20 &8s to ensure that the items can be

identified and distinguished from the
client’s own ascets. Thiz identification

e sT MEa syte ee

VERIFICATION
23 Vhere are m tttlo deods ot m»
hold and hwmu properties kept?

Regaﬁam om« by Secretary.

24, mmmommm
mmhmﬁmm _

: ud‘uan

. .. .Becretary.
muommnbommmaom
control of a few revpensible officials
mdahmcm!amnybemtwtha
mm'abmxm safe custodp)

25 m has the custody of motor vehicle
registration books?

Position
Hanager

S T Ve '




26, Are the following documents mﬂoﬁ-
ically inspected by persons other than
thoao respond.ble for their cusctody and

() #1820 deeds; mo |
except for auditors,

(b) notor vehicle regictration
. books?
only 1 vehicle,

| 27s How often is n physicel check made
of fixed assets ngainst the register of
fixed ascets?

mw;
28, By whom i{s this done?

Position
Bookkzeeper.

. In 4 check recorded
g’m ’:g: date of the check N!”‘

30. Does the check inciude a reviev of
the mrauon and condition of the u::ﬁ‘a
-

(It is desirable for a check of the
uiateumtgt the fixed na%ota % bde mm
an once gvery five years. The
concu.f:n of the assets should be examined
at the time of puch M in order to
ensure that tbq are px'oporly nain

and am‘vi asneto canmnod be

or mple iaoatiﬁed bw means

o! a Gele ceno-
h’ allm':ms such w “:irg‘ it

uqy necessary

records or bmo-printn to aautot in the

identifieation,)




 SECTION VII - NOMINAL AND PRIVATE LEDGERS

AND FINANCIAL STATEMENTS

' NOMINAL AND PRIVATE LEDGERS
‘1. (a) Are the mominal end private

ledgerss=- :
(1) handwritten; Yes.
(ii) mechanised? No.

‘ (b) If mechanised, state the system,
| 2+ Hov many ledgers are there?

5
| Refer to Working Papers.
| .

;3. How are they divided?

| Refer to Vorking Papers.

' 4o What control sccounts are maintained
' in these ledgers (es«g. purcheses and
iaalea ledgersy bank and cash accoimis;

| deductions from weges and salaries)?

Refer to Vorking Papers.

5« How often are the nominal and
private ledgers balenced?

i

|

|

f

; Honthly
| 6. (a) Are the ledgers kept, under the
g direct control of a responsible
f

official, by persons who are not

concerned with other aspects of
the accounting procedures? No.

(b) If so, by whom.
Pogition

(¢) If not, state under vhose
control they are kept.

... Position
'_Bdakkoeper

T« Are all postings to the ledgers
required to g: supported by entries

i
i

:

T PIO———
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in books of prime ent or b
voucherg? R p 14 £ journalre"

8+ (2) Are journal authorised by a
responsible official not
concerned in their preparation?

0
-

Ye
(b) Who gives this authorisation?
' Position
Managing Director

9+ Are ledger entries clearly referenced
to indicate their source? Yesd

10, VWhere regular entries are made (e.g.
monthly allocations of charges; accrualgg
brepayments) are the journal entries or
Journal wvouchers standardised for content
and identification? Yes,

(Such standardisation helps to ensure
that entries are processed promptly and
that none are omitted,)

PERSONAL ACCOUNTS FOR TRAVELLING EXPENSES

1l. Are personal accounts maintained for

mansgement and gtaff travelling expeg;aa?
¢ \ G Qs

12, (a) Are the travelling expense
sheets duly authorised prior
to being recorded in the
ledger? : Yee.

(b) If so, who is responsible for
this function?

Positicn Athority Limit

Menaging Director
(e) Is he independent of those
responsible for cash functiogs?

13, Does the system provide for the
regular review of the personal accounts
by a resggns!blelofficial in order that
balence not remain ocutstanding for

YT



for long periods? Noo

ACCRUALS AND PREPAYMENTS

14, How does the company account for
expenge accruals and prepaymenta? Yes.,

as below

(Where appropriate, detailed memorsndum

records of expense accruals, prepayments

and allocations may be maintained support-
ing the nominal ledger accounts e.g.

| insurence registers, details of rent,

rates, light, heat and power.) ‘

‘15, Vhere detailed memorsndum records
are maintained, how often are they
reconciled with the nominal ledger
control accounts,

Yearlyo

16, Are the detailed memorandum records
periodically reviewved to ensure:-

(a) that they are comprehensive;

(b) that the periodic write-offs

are realistics ; Yes,
(e) that the balances outstanding |
which are carried forward to %
future accounting periods are
reasonable? Yes,

17, 1Is this function carried out by a
person independeut o¥€i- ;

(a) those who maintain the

Yen

detailed records; Yes.
{(b) cash functions? Yes
OPHER RRVENUE ' '

18, Doeg the company derive revenue, .
other than that dealt with through
normal sales, from:- \

a rentat ity : Yes,
b rotg:l ies; No.
¢) other sources (describe)?

- 19 -



19 What deteiled records ave naintained
of such re
o1 venue (e.g+ rent rolls; royslty

Rent Rolls,
20 Are te prepared for expect
Tevenue of this nature? ‘dhb,

INTERIN ACCOUNZS

21, Are interim profit and loss accounts
and balance sheets produced to the
management showing the sitate of the
company's affairs? Yes
nonthly.

22, How long after the end of the
period are they produced?

| 2 weeks,
I
' 23 Are they sccurate? Yes,

' 244 Do they include a comparison 0fi-

I {2) actusl with estimates or

buﬁete; " No.
ih period with previous period;Yes,

¢) cumulative period to date

E with comparable period of

| previous year? Yes,

FIRANCIAL STATEMENTS

25. VWho is the final authority before
gthe board to whom the financial accounts
are passed for approval?

{

’ Popition

| Secretary

%26. ¥ho suthorises any necessary action
on matters arising from these accounts?
’ Position

Secretary
Managing DPirector

|
|
1

|

-m-



Z7e %ho deals with the client's taxation
affaire?

Aaditors
Secretary

28, Vhere the coet accounts are yee
iciled with the financial accounts
Section VIII 4, questions 23 snd 24),
what sotion is taken to enquire into

natorial aifferences between these
aceounta? Noe

y TR



1966
—
33,493

14,800

\
14,088

)00
)00

63

0
53

SNl LENRELLSERIULI o ) UL IN S S O /8

FIXED ASSETS (Note 1)
INVESTMENTS ~ [Note 2)
SUBSIDIARY COMPANIES

$ 2,114,088

Shares at Cost

Lﬁs_-' Pre-acquisition profit wrtiten off 70,483 $ 2,043,606

Add:  Amounts due from Subsidiary Companies 967,151

3,010,757

Less:  Amounts due to Subsidiary Companies 1,980,100

.CURRENT ASSETS A

Loan to Malaysia Hongkong Land Development Sdn. Berhad $ 2,285,197

Amount due from Lim Foo Yong Sdn. Berhad (controlled by a director) —

Other Debtors 41,742

Bank Balances:—

Fixed Deposit $ 1,000,000

Current Account 9,513 1,009,513
. 3,336,452

Deduct

CURRENT LIABILITIES

Trade Creditors 37,805

Other Creditors and Accruals (1966 $32,644 secured) 240,423

Current Taxation : 22‘7"332

Unclaimed Dividends

2nd Interim Dividend payable on 30.10.67 315,000

824,826

-NET CURRENT ASSETS

Deduct

DEFERRED LIABILITY
Instalments under Hire Purchase Agreement payable after one year (secured)

REPRESENTING
SHARE CAPITAL

Ordinary Shares of $1/- each
Ordinary Stock Units of $1/- each

Authorised
$ 9,500,000

10,500,000
$ 20,000,000

RESERVES AND SURPLUSES

Unappropriated Profit
RESERVE FOR FUTURE TAXATION — 1968

-152(e)-

$ 7,157,565
535812

1,030,657

2,511,626
" 11,235,660

$ 11,090,986

Issued

$ —
_ 10,500,000
10,500,000

60,986
530,000
5 1105035

e — a

11



in Hotels Malaysia Berhad

'l;l;6& LOSS ACCOUNT. FOR YEAR ENDED 30th. JUNE 1967.

3_4_.2—66 TRADING PROFIT BEFORE TAXATION

AFTER CHARGING:—
14,500 | Directors’ remuneration (Note 4)
32,390  Depreciation of fixed assets
2,000  Auditors’ remuneration
1,400  Rent of leasehold property

AND CREDITING (Gross)
Interest on loans and fixed deposits received
12,282 and receivable
10,000  Dividends from subsidiary companies

$ 27,000
316,938
5,000
371,400

$ 253,387
750,950

Less

MALAYSIAN TAXATION ON PROFITS

6,147 Income tax

0,000 Development tax

6,147

8,119 TRADING PROFIT AFTER TAXATION
Less 4
EXCEPTIONAL ITEM

0,000 Preliminary expenses written off

8,119
Less

= Income tax adjustment—prior years

8,744 Unappropriated profit brought forward
6,863

Less

Pre-acquisition profit in a subsidiary company
— written off

Less

Dividends, less tax
>,000 Ist interim of 249 paid on 28-2-67
~ 2nd interim of 5% payable on 30-10-67

863 UNAPPROPRIATED PROFIT

- 152 -

FOR THE YEAR
$ 500,000
30,000

$ 157,500

315,000

$ 1,202,105

530,000
572,105

672,105

100,000

~ 572,105

70482
533,486

472,500




ACREHOER LT

The ftaff Record Fook is no longer in use,
flovever, the writer feelec that certain extracts from
the book will throw some light on the adequacy of the
ayoten of internal control, especially with regards
to personnel relation.

1If the Diseiplinary Code as listed in the
bock has deen currently in force then a greater degree
of control could have been attained, This clearly
shows that procedures may be laid down, rules may de
cet tut unless properly enforeed and put in practice
all the initial work would de wastod,



DISCIPLIRARY CODE
SECTION I

3, These rules shall be known as "The iHotel Morlin
Elcgag%mary Code" (hereinafter reforred to as the

:;e The objecte for which the Code is ecstablished
Cem

9 B e A e
end m%:mpm the part of employees,

(b) To promote and maintain harmonious snd
respectful relationship between employeecs

and

i) guests | .

i) manasgerial staff sall

éu} and.g:mn one employee and amother
maintain honest and efficient servi

(0 Peeottoon and standarde. :

(@) To protect the Motel property from loss
or wilful dsmage.

. ise the delegation of authori
(e) ‘!: resgiar se 08” —— ty
Relationn.

(£) Gonerally to o sll things for the mein-
tenance of dipeipline necespary for good
gurly and efficient management of &

e Por purposes of the Code a"Penalty® imposed
under the Code shell not be construed as an attempt
on the part of the Mansgement to impede or ohstruct
its en ecos' right to organiee for purposes aimed
at regulating its actions over matters relating to
their torme of employment, but, save es aforee
mentioned, means managenent~pre ve to institute
euch diseiplinary measures as it necessary in
the intorest of orderly management and industriale
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al %o
right o instl
correction provi

1line
atodm? -

fo

ity
isei

of conduct
the
and

ecanour
»* its appropriate

proviously warned in writing,

(¢) maployecs so penalised have been
(11) They shall

&

have the

en 20 tuted

penalti
under this Code shall not constitute or

s

the Board of

roper

P

0o
betweon managenent

cputes

and union oy unions,

(a) For the

b
agg‘lmn eading up

be decsed

in

4o

ot

Sach Ghies Tor eadh voaks

the
ou

]
haure of

b
ugeed

rtut
ge 2

b 4 ,
“u“mhm

mmmmm
£3 3

3345,
nwamm ..
n»uumm

N

o
e

g4 :

i il
e
i LG 4
£, il
mm» i “m
35 mmMWw. ges
i i mmm mmmmﬂ
mmM mmewm 9558

(e

b
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(£) For omﬂy and harmonious vor u
all staf? reporting for
aloﬁn-in five ninutes before their &m‘m
duty time, Those moﬁ
m in the time reco bo regarded
duty P oot Mders ﬁ?:xi":é: it e
oe

i mmmrﬁthmmmmm

(g) mmmambmmrmxmm
tines over the period of a yesr ghall
dealt with mmng to the pmﬁa&anu x-u

down in thiec Code,

5 All staff go off duty chall collect their
dﬁM mma‘ggrm thc mue:tho
J and cloct=out immedi !KO?O

ey A S reC

of the Jogn or fecurity Ouard on duty, pmdnaohh
éu dod:etandnhm Mtvithmmnchm
pmgiaions 1aid down in thip Codo.

6o with o and patrone of
In their doalinge with guest nto

the Hotel, o1l ntm are not exp be
ficient tn thetr dut duties but ave also expectod

be probity
X L e A

and patrons ullkeo

7 g edherence to the tonoﬂng House Mules
1% oxpected from all ateff on dutyte

gtaff shall stri boerve and
() & mmﬁy" and 44
uuc or given to them by their
superiore.

(14) They shall at all times promptly eseccute
the ingtructions and dirvections

%Mﬁu”tﬂrw
complaint by quuurotmnau% the

t be made through the p
un%mmum that, tho mxm.f"
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(i11)

(iv)

instructions end directions o ‘
required, before such mm‘:t '-'::2

mtr::w be cerved cheer-
i)

al that custoner ic alvays right,

Fo phall under any argue,

gaest or patron, A complaint ngainst a
Mbyggygn;atorpamuumlbomm
as & ous matter ' ey, |

lio membor of the sgtaff shall in eiroun-
stancee threaten, coerce, intinidate or put
any other member of the staff in fear or
foroe menber of the ataff to do or
forbear do enything againet the wish or
desire of puch membor, .

menber of the staff oo threatened,
oooroed or intimidsted shall immodiately

- peport to the Nonage who shall investigate

into euch com ‘and deal with same ag
the Managoment may think fi¢, -

Peilure %o report under this pule shall

conatitute a breach of conduct udiecial
to the good order md ummmgrgi the

wnahm. 7

() goergs o3 heperpme el oomingonh e,
L ety

m;femmmu ks lmmediate
rovided always that such
. t be unreasonably ﬁﬁhﬁfn

(vi) Do staff chall entertain any ealls of ang

kind fron friends or relative during wo
hours, unless in the case of an wmer o
' ' 1llness, accident or

tuch as
requiring his perconal atitention,

vit) Wo plifering, nisappr
¢ ’a.m&um&nm‘ﬁm
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The Menogement reserves the right to
conduet surprise scarches in cases of loss
of hotel or guests' or zntma' Wog‘
Seonrches mo made are not intended to end
shall not be const as effronts to the
individual subjected to the search,

(vig1) A1l otaff on duty shall be neat, ol .
i BB L b R i A

cute properly combed, clean
clean uniforme, 1y starched and ironed;
well phined or ed shoes; polished
butitons and properly buttoned jackets,

(ix) Any article left ::hi:d o8 tables in the
Dining room, Bar reons by patrons
or departing guests shall be unagatﬂy
handed over to the Hanagement at the rece

desl, staff
g::u shall ﬁ’nm- to instant dismissel,

8.  UORKING HOURD:

ety 5120 nog;l “:oﬂ;l : bgnn of the eatablichment
in of e voﬂdng hours per ‘

provided slways that the Mm ent nay in m&%&&m

with the Egt lshnent ) of the Union alter these

times if {t doenn ent to do but so that the total
workzing hours per £% per week are not less than 48

9  ZRANSFERS OF STAPE:

All staff ghall be freely transferable from one
departnent, division, section or sub-scction of the
Eptabliatment to ﬂ other upu-hen:% divigion, pection
or subegection of the Establishment the absolute dise
crotion of the Mansgement, Any staff may at the absolute
diccretion of the Henngement be also tranaferred from the
Main Egtablichment to eny branch of the Establishment
elpevhere and Vicowversse.

10,  GREGIAL FUNCTIONS.
The M ¢ reserves the right to require any

Mm&ggw&mhmmn:

guests or patrons calling for special fun
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Anmniversery Parties, Mational Ceremonies, Wedding
Recoptions, Parewell parties, Conventions, ete.

alvays, that staff oo Tequired $0 Wrk OVerting Shall oo
notified twenty-four hours in advance excepting, cmor

or ':3“”'
nents an occasion varrants, Any staff so notified shall
not refuse to work the overtime required of hinm emcent
for reavons mtum:zoh the ﬂw& Refusal go
bt 1B W e (o e S B Byt Wl g B
order end diseipline of the gnm:mem. ‘

11, QUEETIMEs
For overtime worked, staff shall receive overtime
Pey as posled belowie .

1 One and cents L1ty only (31,50
W %ﬁ:’hr the following wv&»'ot)

Eitchon Staff - Comnoncing from the
(1) MMM“M. e ,

(£1) Bar end Dining Room Staff — From Jr,
Wtﬂ‘ Pove. :
(113) Room Steff - From Room Fo,1 and above,
« gtaff - A1) clericnl work
(1v) mﬂum hers
and Management Department,

‘(,) The heads of the Iinen Store, ﬂw
Leundry and the Chief Telephone
~ Operators

Pollar Cne (31,00) per hour for all
A X A categories statod aboves

the Management may at its sbsolute disoretion
make such exw-gratia payments to members of the staff

fron moneye received in respect of serviece on
food nﬂﬁnkau the Menogonent may consider £it.
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- 13+  PENALILIES:

The conduet of all staff of the Botabl
shall be atod hw otamovtucnu of wimabcnt
| W them shall constitute a
nisoonduct and tho l‘la!! involved shall be dealt
th accordingly to procedures 1laid down hercunders-

HISCORDUCTs
(2) Pirot otteuco - wamlns verbal) and

offence recorded in personal record
files

(b) Second Offence - Warning (written nd
offence recorded. B :

(e) Third Offence - Office recorded and
taken !nto consideration in determining

Lf my? g .ngt nay ::k'.

a mmonmaom neom-
@ and offence taken into

consideruuon in dote anount of oxw
a or other paysonte (if any uluoh
Hanagenent nay make to the
Offonce - Pismicoal Uuleoa good
(0] R e ae Tn e R
should not be dismissed,

(£) sixth Offence = Sumsary dismissal,

‘uﬁﬂumnmu wmofm nm,,. ok
EETETOU S H1OCODUCT .

In canes of i thefts, gmbling, thres
coorcions ut&:ﬁ Lo dhbnu‘v’ disre :&
other rlouaung.ctlmmt,tﬁn mlaulm
e I 5 S
% were proved they shall be dicmissed muy.




SBECTION 12
Por the zmrposo of mamt ndnmtstmﬂm
end nanagement of the Sctablichment, the Estad
mont is organiﬂd into Tour Dopw;n molnl.‘.»

(1) The CGeneral Menagement and Administrati
Departaent. i s

(2) The Purchasing Departuent.
(3) The Accounts Department. -.
(4) The Industrial Relastions Departments

Sach vxth its own mmmta:l divisions,
soctione and subesections as shown on the Orminatm

Flow-Chart end the table met out belowi=

1. i i 'ssu Oy froe ? :

LAY Y _ l. " ‘ a RN 't w 2

Mﬂalona. soctionp, and mou '
(a) The Adninictration Divigion comprisingie

{1) The cxmm “Qﬂon.
(11) The !vhmtcatlom Seotion,
(144) The Maintenance Section,
(iv) The Security Section, '
(v) She Billing Section and
(V) Shebestphion Jeotica, Buo Beot o
T iors ot Slomers ANIoR, s ar

pubesection soning under ﬂ. m
of the Recepiion mqna.

m Fhe Hotel Divigion cosprisingi-

1) The Room snd Floor Bar Service
_‘)_Menmd sed “

,_"1]}61,’



(11) "he Houseekeeping Section which
controle the iin Lann
mmnn&mmm

(e) The Betaurend Divigion eomprisingt-

(1) The Puropesn Food Section with
such subegections as nay be
eatabliched

(14) The Chinese Food Samcn with such
subepoctione as moy be established,

(2) The Bar and 14 auo ng o

(1) The Harlequin (Main)Bar Section,
(i1) The Bamboo Bar Section,

(141) The Tea Room Section, -~
(iv) The Elfin Room Bar Section and
(v) The Combined Floor Bars Section.

(¢) Tne Xitchan Mivision comprisingt-

i mra tchan fecticn with
(1) m pean stion

‘(a} The Pantry Sub-section,
(b) The Pastry fubegoction,
‘{e) The Zitchen Subesection and

(4) The Elfin Room Xitchen Sube
pection,

(11) The Chinese Kitehen SJection,
The Administration and Hotel Divisions ahan
be mdcr'tho charge of an Aepistant Man :iur
jeneral Supervisor shall aseit the Assistant lumr
in tha memuon of the Hotel Divigion,
Bar and ILiguor; and Kitchen Mﬂnna n

bo under the charge of mnother Assistant nanmr
shall be m«‘% the General Supervisor.
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Gemeral Supervicor ehall spart from \ rviso

duties be responsible for h::-o ina :’ 3
the Hotel, Resteurant, Bar, liquor end Zitchen

Divisione, veri o

zlepartzont under the charge of
cer is comprised of two m.'f;tonn

(8) The Furniture and Sof% Mém‘f: -
Division and o

(b) The ¥ood snd Wine and n_éur muuou.

Sach of these divisions shall be under the
charge of pn officer direectly recponsible ! 'fm o
?:::g:ohlg Cfficer, y , 4 ‘P\,* ’ :
3e . under the oliarie of
The crl AR R, B e Bate oF
of such divisions and sections as may from time to
tine sewn expedient.

-

cherge 0F the Teduetrial Io) :

conpriced of the following \ vicionsi=

(a) The Labour Relations Menagement
PMvision and

(bd) The mmployee Relations Management
Divieion and such other sections or
sub=pections as may from time to time

be ‘Oﬂﬁo

e All pteff 1;;' e:‘ch mb—nectlon;i S‘i"mf
artoent ehall rectly respon e r
r:gpocuw gubegectional, sectional, divisional or
departmental heads snd ail departaental heads shall
be dircctly responsible to tho Hanaging Director.

e o 2ty Bt S T

) e for ¢

&m or snd efficient wrking and the discipline of
wir respoctive sub-gections, sections, divisions

or departzents and the staff attached to each sube
soction, section, division or department shall carry
out snd oboerve all the orders instructions snd
directions given to them by their respective heoads,
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All ptaff phall, in addition, be subject to the
control, orders and directions of their superior
officers within their department and shall eay
out such orders and ai onl-llwboglm{o
them by their superior o cors.

Any complaints by menbers of the staff
againat another member of _gtaf? nust de made
to their respective subegectional, divieional or
departmental heads who shall derl with euch complainte
vhenover made and iry $o arrive at an emiceble
mlﬁ:ﬁ: t:r settlement ofotth:h complaint, ,
conp any senbar of the staff against thelr
superior orgecm shall be nade to their ve
Entadlichment Stewards vho shall denl with such
complaints and $ry to arrive at 'an amicable solution
or sottlement of the ooxlalnts at establiphment
level, fail vhich cuch complainte shall be
referred to Joint Negotiating Conmittee,



Appendix 4.1

To:
HOTEL MERLIN BERHAD
BOOKINGS CONFIRMATION
Please book accommodation for:A_.

Surname AL

Christian Names
To € o Nl Tt

From

Arriving by

Leaving for

Own Account or Firm’s Account v B

Address

ilclephonc RN OIS I o R,

Type of Room

Date..

Signature
Culture Press Ltd. K. L. 6135

- 15 -



Hotel Merlin
Yonth of Pesco0ssocanccesse e,
_iS-IHGLE 1 2 |3 e 5 -aooo.oacioct..obo 31‘0
et et ; :
Pirst Plooy | | | |
101 jre papfan
: | i g
117 | | {5
Second Floor | W
201 | SRR
5 |
Third.Floor '
L]
o { 4 !
Fourth Floox |
s { " |
. | § \
e 4 t ¢
: s * |
Fifth Floor | {
. s pad)
. .
L |
sixth Floor [ |
601 e | ' {
. : | | §
‘ jove IuFORMATE &
633 ‘

1 for single rooms,

e dﬁﬁ?ﬁ rggmtzi V.l.P, suites
for £ 8 edol's 3

# pent-house anc'i conference rooms,

* Three sheets
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4ppendix %.3(a) § Customer's Ledger Card.

Hotel Merlin
NO.RB"'
Name'ﬁoooo-o-ooooooooqo-ooo ‘ Room Noeesseo
‘ 3‘ svecsses
Arrival Date Time Departure Date Time
... | pate|Explanation|Dr. [Crs |Balance 01d bal, [Eoom No,
1| |
ki
&l
il &
Guest Signatur@sssesces
Charge to nucoo:cooo::l
: Hotel Merlin
Registration Card Ho,123%
Nlﬂ’ in full.........0M00; i Professionececscsccsss

I.C./Pgsgport NOssnosneeese Place and date of 1ﬂﬁnﬂotvntﬁi
Nationality secssesseseees Country and date of birthes.ss

Date of grttﬁal ..;......From sesssscse BYessscssesevasnss
House or Firm's addreSSecesscecccccscce

Timeseceeces S81gnaturessssscocecsesssnsns

Room NOe¢ eveee Daily rate svesceees Clork's initialeees

VE INFORMATION FOR GOVERNMENT
e PURPOSES ONLY

-16?-



Appendix %,3(b) § Customer's statement of account.

Hotel HMerlin
NO;l?Bh
Na'me Gagooeevevoesspenavee D&t@ Of urinlo“;éhi,..‘.. :
Room NO: saios Noe. Of personsS.eoseee Rate soeee
! | : o
Details |Date | Reference | Debit | Credit | Balance
| Bl
|42
G
I
»
2k

We hope you have enjoyed your |
stay and look forward to serving :

you again. 24 Guest's Signature....|

k ' Charge to teusssrscee
Have you left your key?




Appendix Y.k
. HOTEL MERLIN LIMITED
S EGARD Nosg s tuds
Size ......................
Maximum Qty.........cccceuuuen.n..
Minimum Qty............c.ceeeeees
ArtiCles, | eeieeeseesnesrsssasssasenaaase Price ..o
: Issued Bal
Dacs | Supplier e | Rea e Quanticy B




.

HOTEL MERLIN LIMITED

BARS ISSUED DAILY SUMMARY REPORT BY STORE DEPARTMENT

Date

Particulars

Bowling Alley

Dragon Court

Arthur’s Caves

Bamboo Bar

Floors

Chienzgmai Room

Total

Liqueurs & Wines

Beers Stouts

Minerals & Cordials

Cigs. & Cigars

Food Stuff

TOTAL

Storekeeper’s Signature




Stock Closing 4s 4t

SRS IOV OQLLAaPPOY

f\f’s\i\ Articles g B/C No Stock Iota:
R TR -275
IGE Red i;;_ble Whisk : -254
S, Y
:06:0\2:__*;5:*:12% G/L whisky 86
Bg n Haig Dimple 87
17,35 c—r—éntf; Glenfildich Whisky “721
1\5,50 e Grants Standard.ﬁrlhisky o1
15:28 " unhite Iabal Whikay 83
18,28 Vat 69 85
15~90“_w ‘Black .&'»lhite ‘*Jhisky' 84
13'1"7\—%“—151_1-ncan 's Blend Yhisky 691
.15'90, ‘——_‘»‘;'Itlit;_Horse Whisky 303
&\84 01d . Smuggler_ | 20
,\13'50 Ancestor Whisky 82
_?§84 Chivas Regal Sc:.otch Whisky 443
iefg?‘* Highland 7Qu een Whisky B2-4
13,09 Queen Anne Whisky 483
18,00 © 7 013 Fars “/hisky 501
B3 01d Rarity Scotch Wiisky 538
5.90 Cluncy Whisky 730
5.40 "John Jameson Whisky. . o e
5.00 © Dublin Whisky 700
.05  Canadian Club “hisky 301
.55 Seagram V.O0,%hisky 307
242 Long John 'hiksy 599
+28  Teachers Whisky 610
.50 Four Season Whisky 697
56 01d Taylor Whisky 231
93 01d Grandad =z
BOWS Bourktn Ten-hafh Tisky 3 679
60 Jack Dincil Green Librel 713 4
:a\:E‘b“_“ 019 Forester 714 S E
Mé’f& 2 kGG
o =
: 662



T

HARLEQUIN LIMITED -

SALES SUMMARY DAILY REPORT Date
Dragon Tea Bamboo
8 : Floors : Cash Sub Total | Credit Sub Total | Combined Total
Court Room : Bar F

Cash
RESTAURANT

Credit .

Cash
BAR .

Credit

Cash
CIGARETTES $

Credit
TOTAL

Cash
SERVICE CHARGE

Credit
GRAND TOTAL

: Culture Prass Ltd. K. L. 6005
CREDIT SALES
Dragon Tea Bamboo
|
ACCOUNTS i Rg Floors Bar Total

CITY ACCOUNTS

RESIDENTS
ACCOUNTS

TOTAL

et ' Prepared By




Appendix 4.8

CONFIDENTIAL

(In Block Letters—Personal or Firm)

MERLIN LIMITED

Kuala Lumpur.

Dear Sir, -

I would request that you authorise my signature as acceptable when
obtaining service in the Merlin Ltd. and agree to settle such signed liabilities
by the 7th of each month following that during which I may have signed for
such service, <

Yours faithfully,

Specimen of Signature.......................cccceeees

Office fAddress) i 0 b L ol PR a2k ss car s e e s SLE o L o MR AR
Occupation/Position......................oo,

Employer/Agent....................... B S R e e AT v
Home Address............. $hersancs s L S T ey L T e e e el R e SR

EMPLOYER'S OR AGENT'S GUARANTEE TO COVER IN EVENT OF DEFAULT

IMPORTANT
1 agree to cover any default in payment of Mr....................oon.
......................................................... Mptor al limitNoI S
(Dollars s Sttt o0 et Ripionpriin i e el
Only fully completed appli-
cations will be considered. Signed g i s e s s e TR

C.5.C.K.L.4125-65



Appendix 4.9

HOTEL MERLIN
OVERTINME RECORDS.

..... cevoos BADGE NO.eeciuocacorassne
SEPT/RTIOCR e oo e b=t - DI LTSI N e

-

Date Time Hours | Amount { - Remarks

e

Total

OOOOOOO ® 6 9 ¢ 0 9 0 0 0 s 0 e e 0 s N

Signature of Dept. Ko. 1|

- 17% -





