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INTERNAL CONTROLS—
CASH RECEIPTS
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INTERNAL CONTROLS —
CASH PAYMENTS
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ELECTRONIC FUNDS TRANSFERS—
CONTROL RISKS

Identify the control risk in implementing each of the following EFT systems. Also identify procedures to overcome the control risk.

1.
A grocery store decides to install a point-of-sale system that will allow the customer to use his or her ATM card to pay for merchandise at the checkout line. Previously, the grocery store has accepted only cash and checks as payment.

2.
A self-service gas station decides to install a point-of-sale device at the gasoline pump. This will speed the time it takes a customer to fill his or her gas tank, since payment can be made right at the pump, eliminating the time spent waiting in line for a clerk to accept payment.
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BANK ACCOUNTS

Terms

 1.
 Signature Card

 2.
 Deposit Ticket

 3.
 Check

 4.
 Drawer

 5.
 Drawee

 6.
 Payee

 7.
 Transactions Register

 8.
 Bank Statement

 9.  Canceled Check

10. Remittance Advice
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BANK RECONCILIATION


Cash Balance on
Cash Balance on

Bank Statement
Depositor’s Records

+
Deposits not
+
Collections made recorded by bank

by bank

–
Checks that have
–
NSF checks


not cleared



–
Service charges

+/–
Bank errors

–\+
Depositor's errors


Adjusted balance*
Adjusted balance*

*These should agree.
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BANK RECONCILIATION

Prepare a bank reconciliation for Cartwright Company as of October 31, using the following information:
Cash balance on October 31 bank


statement

$10,410

Cash account balance in general


ledger

9,890

Deposit made on October 31, not


recorded on bank statement

1,865

Note collected by bank ($1,200 plus 


$60 in interest)

1,260

Outstanding checks: No. 567, $800;


No. 569, $452

1,252

Debit memorandum from bank for a


NSF check written by J. Lane in


payment of his account

100

In addition, Cartwright recorded Check No. 548 written for $152 in payment of the October utility bill as $125 in the cash payments journal.

188

